










Annex  20.1 
Guide for Implementation of Construction Works 
The purpose of this annex is to guide the Mission in the proper implementation of a construction (referred to as “works” in this manual) project. In recent years, IOM has been involved with a variety of construction projects, from small-scale building renovations to big infrastructure projects such as schools, water and sanitation, roads, temporary and permanent shelter and housing.  This annex will assist the Mission in these cases.
This annex outlines the phases of a typical infrastructure project and how they should be properly completed. Basic qualitative and quantitative information is provided to assist the Project Managers and COM that are involved in the implementation of the infrastructure projects.  It should be noted that each construction project has its own specific requirements, and this guideline provides general information only, and is no substitute for retaining the appropriate technical expertise (civil engineer, etc.) as required by section 15.0 of the Procurement Manual.  
From the project start, involvement of technical experts is mandatory.  Technical Experts can be civil engineers, architects, watsan and other specialized engineers. Their specific technical expertise, in conjunction with proper management support provided by the Project Manager and/or COM/HOO, will ensure that all project management (administrative, financial, technical) mechanisms are in place.  Where possible, this technical expertise should be locally sourced, as local experts are in the best position to ensure all country specific building standards, codes, permits, are in place and in sync with IOM’s existing procurement policies and documentation. Their understanding of local procurement processes, construction methods and materials, as well as local market trends, will be invaluable in ensuring a positive project outcome.  In situations where local expertise is not available due to serious conflict, natural disaster or other special considerations, an international expert - ideally with prior knowledge of the region - may be used.  It is also important for Missions to study carefully IOM’s procurement instructions, procurement documentation and forms related to construction works. These documents, with additional support from FPU as needed, will help the Mission to properly plan and implement the project.    FPU has construction expertise, and can be consulted if there are any questions at any point during the project implementation.  
The following phases and steps provide the general guidance on the Procurement of Construction Works, taking into account that the required financial resources are confirmed and that the technical expertise is in place for immediate implementation.

1) Phase I, Design Process. 

Planning and preparation, is completed with the following steps:
a)  Review and develop a Statement of Needs, Terms of Reference and Scope of Work.
b)  Complete initial studies and research, taking into consideration the following, which are also often required by donors:
· Literature study for the project specific needs (i.e. project document requirements, applicability of previous similar projects).  
· Applicable local and international building codes and standards.
· Anthropometrics or space planning (i.e. sq. m. requirements for family dwellings).
· Survey works and site study (i.e. lot boundaries, topographic survey, geo-hazard survey, soil test/investigation).
· Environmental assessment and impact analysis.
· Environmental impact analysis presentation and discussion with Local Authorities.
c)  Conceptual and preliminary design that will include estimated rough construction costs, including the cost of materials.
d)  Design development work that will include a coordination meeting with all stakeholders (local authorities, representatives of the beneficiaries and donors, etc.) and setting a detailed design criteria.
e)  Detailed Engineering Design and preparation of Bid Documents including;

· Detailed Design Works
· Final Design Report
· Structural Calculation Report
· Construction Cost Estimation (Engineer’s estimate)

· Construction Drawings
· Instructions to Tender & Conditions of Contract)
· Technical Specifications
· Bill of Quantities
· Master Construction Schedule with detailed works description by phases
Important Note for Phase I: It is highly recommended that review, verification and validations are done with all stakeholders, for the Concept and Preliminary Design, Design Development Work and Detailed Engineering Design.   If we do not have in-house capacity to complete this first phase, it is highly recommended to outsource this phase to a reputable Consultant/Design Company, using the applicable procurement process.
2) Phase II, Tender Process
Procurement of works and selection of contractor/s is completed through the following steps:
a) Send/publish  the Request for Quotation (RFQ) or Invitation for Bids (IFB) (see examples in attachments under section 18),
b) Issue general instruction/bid docs to contractors,
c) Quote/bid submission,
d) Quote/bid evaluation. The Bid Analysis Summary (BAS) form (attachment 18.2) is used for this purpose in addition to other technical evaluation documents the Mission used, and needs FPU clearance if cost is greater than USD 75,000,
e) Award of PO/ Construction Contract

Important Note for Phase II: A construction contract is required.  A pro forma contract is annexed with the quotation/bidding docs to this Procurement Manual.  All draft contracts should be completed with relevant details by the Mission and sent to LEG for clearance, prior to use. Please see also Procurement Manual Annex 20.2,
BEAC Guide on Competitive Bidding, if procurement is through competitive bidding, which is required over USD 250,000.

3) Phase III, Construction Works

Once contractor is selected, the following steps are implemented:

a) Permits are secured, usually by the contractor,
b) Pre-construction meeting with all stakeholders and the selected Contractor.
c) Preparation works, which includes: site preparation, earth works, site office temporary facilities, contractor workshop, mobilization and demobilization, site support facilities, temporary fence and security guard posts.
d) Main Building, which includes: construction of substructure, construction of upper structure, finishing architecture, completion of all mechanical and electrical works,
e) Infrastructure and utilities, which includes: access roads, side ditch and drainage system, parking area, water and sewerage system connections , connection to main electrical and telephone lines,
f) Quantity, quality and time monitoring of the construction works,
g) Final inspection,
h) Provisional acceptance.
Important Note for Phase III:  Daily/ Weekly Construction Logbooks/ Reports must be submitted by the Contractor.  Quality control on installed materials is necessary. Depending on the construction material type, different tests are performed and if necessary supported by laboratory tests to confirm the quality of the installed materials. In many cases, Construction Supervision is provided by a Consultancy/Design Company separate from the Contractor as they have the technical expertise and can assist in the proper monitoring and control of the project.  Their role is to make sure the right materials are delivered, their installation is done according to the applicable building standards and norms and that project completion is within the required timeframe. Their TOR’ s generally includes verification of all the quantities and quality of the works and installed materials, verification of materials control tests, check installations against the approved plans, specification and program of work, and review and make recommendation for approval of all progress and final billings. Construction Supervision entails supervision, but overall authority and final approval rests on the Owner. 
Variation, change and extra work orders are possible if they are fully justified by the Technical Expert, project funds are available for the variation orders if additional cost is involved, and if the additional work is approved by the project supervisor/manager in advance.  It is recommended that the cumulative amount of the Variation/ Extra work order cost does not exceed ten percent (10%) of the original project cost, and this should be noted in the contract. 
4) Phase IV, Post Construction

Warranty period and final acceptance:
a) Request contractor to rectify warranty defects;
b) Contractor rectifies and repairs defects, bringing facilities up to specification.
c) Final inspections followed by final acceptance;
d) Release of retention money or retention bond, after final acceptance and expiration of warranty period. 
Important Note for Phase IV: Final inspection will be done after all the defects noticed in the previous Phases are corrected by the contractor, and everything has been completed to the satisfaction of the Owner.  The Contractor should furnish IOM with “As Built” Plans and the complete Operational and Maintenance Manuals if there is any installed equipment.  The release of the retention money or bond will be done after the final acceptance, and the expiration of the warranty period which should be preferably for a period of 12 months.
Important Note on Securities/ Bank Guaranty and/or bond requirements

a) Bid Securities

A bid security may be instituted as a condition for bidding. It assures compensation to the mission/procuring entity for time/money lost if a successful bidder fails to honor his bid and enter a contract.  Bid securities should not be used for small contracts and should not be high. Normally, a bid security is about 2% of the contract amount.  A bid security may be a fixed amount and should be valid at least 30 days beyond the bid validity period. The bid security should be released at the end of the bid validity period, or when the successful bidder signs the contract and performance security is received and verified by IOM.

b) Contract Securities

Contract securities ensure that the vendors/suppliers/contractors will perform their contractual obligations when an award is made. Contract securities may include: security for advance payment, performance security and retention money. These may be provided in the form of a bank guarantee, letter of credit, cashier’s or certified check, or surety bond from a reputable insurance company.

Note: A Letter of Credit ( LC) as a form of security is different from the Letter of Credit as a mode of payment. An LC as a form of security is applied by the Supplier while the LC as a mode of payment is applied by the Purchaser.

Advance Payments:

Advanced payment terms are strongly discouraged.  Where an advance cannot be avoided and exceeds USD 5,000, it should be secured by a Bond or Bank Guarantee from a reputable firm or bank.  LEG must approve the wording of the guarantee supplied.   
Performance Security:

Performance security is a guarantee to ensure the vendor/supplier/contractor will comply with contractual obligations.  It is posted in favor of the mission/procuring entity and is forfeited if the vendor/supplier/contractor defaults on its obligations. The contract should clearly define the types of defaults that lead to forfeiture of the performance security. The security amount should not exceed 10% of the price. 

Retention:

For procurement of works and procurement requiring extensive warranty support, the payment terms should include retention of at least 10% of the contract for the duration of the warranty period.  The retained amount may be released upon submission of a Guarantee Bond or Bank Guarantee of an equal amount from which IOM can draw if the contractor fails to honor its warranty obligation.

Note: A Bank Guarantee and/or Surety Bond should be approved and checked by LEG in advance to ensure that no onerous terms with which IOM must comply before claiming is provided and that period of validity is sufficient.
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