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Appendix 2-B

Procurement Procedures

1. GENERAL

a) CFR Part 18 provides the policy and procedures to be used for procurements made under Federal grant programs.  This appendix is intended to provide guidance to airport sponsors on the Part 18 policies and procedures as they relate to the airport aid program.

b) When a sponsor has procurement procedures which reflect state and local law that are stricter than those set forth in Part 18 the sponsor may use its own procurement procedures.

c) The sponsor is the responsible authority, without recourse to the FAA regarding the settlement and satisfaction of all contractual and administrative issues arising out of procurements entered in support of an airport aid grant.  This includes, but is not limited to disputes, claims, protests of award, source evaluation, or other matters of a contractual nature.

2. COMPETITION IN PROCUREMENTS

Part 18 provides that “…all procurement transactions regardless of whether by sealed bids or by negotiations and without regard to dollar value shall be conducted in a manner that provides maximum open and free competition consistent with this attachment."

a) Practices which may limit competition include:

· placing unreasonable requirements on firms in order for them to qualify to do business;

· non-competitive practices between firms;

· organizational conflicts of interest;

· unnecessary experience and bonding requirements; and

· unnecessary product or brand name specification.

b) Requests for bids or proposals are required to describe clearly and accurately the technical requirements for the material, product or service to be procured.  All requirements which must be fulfilled and the factors which will be used to evaluate the bids or offers must be clearly stated.

3. PROCUREMENT METHODS

Part 18 allows four basic methods of procurement:

a) Competitive sealed bids

b) Competitive negotiation

c) Small purchase procedures

d) Non-competitive negotiation

Normally, construction and equipment for AIP are procured through competitive sealed bids while professional services are procured through competitive negotiation.
3.1 Competitive Sealed Bids

In this procurement method, sealed bids are publicly solicited and a firm fixed price contract (lump sum or unit price) is awarded to the responsible bidder whose bid, conforming to all the material terms and conditions of the invitation for bids, is the lowest responsive bid.

a) The invitation for sealed bids must be publicly advertised, although it may also be sent directly to known suppliers.

b) When specified in the bidding document, factors such as discounts, transportation costs, and life cycle costs may be considered in determining which bid is lowest.  (See Paragraph 5. for additional guidance on use of life cycle costs).

c) If the sponsor determines that the bidder submitting the lowest bids is not responsive and/or responsible, the FAA must review and concur in this determination.

3.2 Competitive Negotiation

In competitive negotiation, proposals are solicited from an adequate number of qualified sources and the request for proposals is also publicized.  The competitive negotiation method recognizes that the expense of firms (or individuals) providing professional services varies.  Although several firms may be qualified to provide the professional service required, some of them may have more expertise in the particular area than others. For this reason, procurement under the competitive negotiation method considers the technical aspects, as well as price of the proposal.  Price may not be used as a factor in  the procurement of engineering and architectural services.  The request for proposals should identify the factors that will be used to evaluate the proposals and their relative importance.

Sponsors may use competition for procuring engineering and architectural services whereby only the service provider’s technical qualifications are evaluated.  In these cases, the request for proposals requires that firms only submit their technical qualifications for performing the project.  The best qualified firm is then selected subject to the negotiation of a fair and reasonable price.  If the sponsor and the best qualified firm cannot agree upon a price, negotiations with that firm are terminated.  Price negotiations are then entered into with the second best qualified firm.  The same procedures should be followed with the third firm, fourth firm, and so on until a fair and reasonable price can be negotiated with a qualified firm.  Once negotiations have been terminated with a firm and begun with another, they cannot be reopened with the former firm.  Advisory Circular 150/5100-14 provides further details on the procurement of engineering and architectural services through competitive negotiations.

3.3 Small Purchase Procedures

The procurement process under small purchase procedures is more informal than either of the previously discussed methods and may only be used for procurements of less than $25,000.  The number of sources solicited would be determined by the number of qualified sources available, the time frame involved, and the dollar value.  Oral solicitation is acceptable for very small purchases, but should be adequately documented.  Except for very small purchases, a letter request should be issued as a minimum and a written proposal should be solicited.

3.4 Noncompetitive Negotiation

a) Although it is preferred that all procurements be made on a competitive basis, sponsors can use noncompetitive negotiation under certain circumstances.  Sponsors desiring to use noncompetitive negotiation should check with the FAA Project Manager.

b) Utility companies owning service lines or other facilities generally do not permit work on their property or equipment by anyone other than their own employees.  Accordingly, contracts for installation, extension, removal, and relocation of public utility facilities may be entered into through non-competitive negotiation.  However, the contract, cost estimates, and plans for such work must be reviewed and approved by  FAA.

4. PRICE OR COST ANALYSIS

a) Sponsors are required to perform some form of a cost or price analysis for every procurement.

i) Cost analysis is the review and evaluation of a contractor's proposal and the judgmental factors applied to form an opinion as to whether proposed costs are consistent with what contract performance should cost, assuming reasonable economy and efficiency.  For the procurement of professional services, technical evaluation of the effort needed to perform the tasks should be included in this analysis.  For all basic service contracts exceeding $25,000, an independent cost estimate shall be prepared.  Cost analysis results in a determination of the necessity for costs and the reasonableness of the amounts.

ii) Price analysis is more applicable to areas where price competition is used.  However, price analysis can involve the use of rough yardsticks in negotiated pricing, such as average unit costs, to identify apparent gross inconsistencies which should be subjected to more intensive inquiry.

b) The sponsor's analysis must be submitted to the FAA for review.  Significant differences in the proposed contract prices and the sponsor's cost estimate should be explained as part of the analysis.

5. USE OF LIFE CYCLE COSTS IN FORMAL ADVERTISING

The concept of life cycle costs recognizes that although an item may have the lowest initial cost, it may actually be more expensive than some other item, when other costs such as those associated with operation and maintenance are considered.  Under the life cycle cost concept, any costs expected to be incurred for the item over its useful life (i.e., acquisition, installation, operation, and maintenance) are considered.  In competitive sealed bids, life cycle costs may, at the sponsor's option, be used to determine the low bid if the following three conditions are met:

a) The invitation for bids states that life cycle costs will be used in determining the low bidder.

b) The factors to be considered are specified and the costs associated with the factors are quantifiable.

i) Specified means that the invitation for bids specifically states the factors that will be included in the life cycle cost computation.  Examples of factors that could be specified include annual fuel consumption for a motor vehicle, electrical consumption and lamp replacement for lighting equipment, recurring inspection, and maintenance.  All factors that have quantifiable costs should be specified in the bidding document.

ii) Quantifiable means that there is sufficient information available so that costs associated with these factors can be readily calculated.  Calculation of energy consumption costs is fairly straightforward and should be based upon some objective standard or independent testing.  For lighting equipment, electricity consumption and lamp replacement should be based upon the rating assigned by the manufacturers of the components rather than the equipment manufacturer.  Calculation of costs associated with recurring inspections and maintenance is much more difficult.  Generally, costs associated with maintenance should only be included in the life cycle costs computation if a fair and accurate calculation of such costs can be made.  Maintenance costs, if needed, should be independently validated.

c) The invitation for bids explains how the costs for each of the specified factors will be calculated.

i) The costs associated with a factor can vary substantially depending upon how it is calculated.  For this reason, any assumptions that will be used in making the calculations should be included in the bidding document.  For example, if the fuel consumption of a vehicle will be considered the invitation should state the expected number of annual miles and the price of fuel that will be included in the calculation.

ii) The period of time over which the life cycle costs will be calculated should also be stated.

When the preceding conditions are met, the item that meets the bidding specification and has the lowest life cycle cost is the successful bid.  Sponsors desiring to use the life cycle cost concept are advised to consult with FAA offices before issuing an invitation for bids to assure that their procurement procedure will meet grant requirements.
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