NATO UNCLASSIFIED
ANNEX A TO
Bi-SC DIRECTIVE 60-70
DATED 22 DEC 04    

DEFINITIONS


Definitions included herein are to assist and understand only the key words used in the main body of the Bi-SC Procurement Directive. 

ACO.  Allied Command Operations.

Acceptance.  It means the act of an authorized representative of ACO/ACT Headquarters (HQs) by which the ACO/ACT HQ, for itself or as agent of another, assumes ownership of existing identified supplies tendered or approves specific services rendered as partial or complete performance of the contract.

ACT.   Allied Command Transformation.

Advance Payment Bond.  A bond that secures fulfilment of the contractor’s obligations under an advance payment provision.

Allied Command Operations/Allied Command Transformation Headquarters (ACO/ACT HQs).  Any NATO HQ subordinate to the Supreme Allied Commander Europe or Supreme Allied Commander Transformation.  (Note: Not all NATO HQs are funded via the NATO Military Budget [i.e., NATO Reaction Force HQs]; this directive is mandatory for all HQs whose budgets are internationally funded via the Military Budget, and may be applied [at the option of the funding nations] to multi nationally funded Headquarters and forces).

Automated Financial Systems.  Accounting/contracting/logistic information systems based on the use of Automated Data Processing (ADP) tools (e.g., NAFS, NDSS or PILS). 

Best Value. The forecast outcome of an acquisition that, in NATO’s estimation, provides the greatest overall benefit in response to the requirement when balanced against costs.

Bid. An offer to sell supplies or services in response to an invitation for bids, submitted via the means specified in the solicitation instructions (i.e., FAX, email, letter or under formal sealed bid procedure).  

Bidding Period.  Calendar days between the date the solicitation is distributed and the bid closing date.

BOA:  Basic Ordering Agreement.

Chief P&C Branch.   Head of a Purchasing & Contracting (P&C) Branch/function within an ACO/ACT HQ.

Claims.  A written demand or assertion by one of the contracting parties seeking, as a matter of right, the payment of money, the adjustment or interpretation of contract terms, or other relief arising under or relating to the contract.

Classified Information.  Information deemed to require exceptional safeguarding measures in accordance with ACO Directive 70-1.

Competitive Range.  Based on the ratings of each proposal against all evaluation criteria we obtain all of the most highly rated proposals.  The range may be further reduced for purposes of efficiency.

Compliance.  Conformity with technical specifications and/or contract conditions.  

Conditional acceptance. Acceptance of supplies or services that do not conform to contract quality requirements, or are otherwise incomplete, that the contractor is required to correct or otherwise complete by a specified date.

Construction. A term used to describe the operation of building, alteration, or repair (including excavating and painting) of facilities, structures, or other real property. For the purpose of this definition, the terms facilities, structures, or other real property include, but are not limited to, improvements of all types, such as bridges, plants, parkways, sewers, mains, power lines, airport facilities, etc.

Contract.  A mutually binding legal relationship obligating the seller to furnish the supplies or services (including construction) and the buyer to pay for them following delivery and acceptance. It includes all types of commitments that obligate the HQs to an expenditure of budget credits.  Except as otherwise authorised, contracts are to be in writing. In addition to bilateral instruments, contracts include (but are not limited to) awards and notices of awards; job orders or task letters issued under Basic Ordering Agreements; Letter Contracts; orders such as Purchase Orders, under which the contract becomes effective by written acceptance or performance; and bilateral contract modifications. 

Contract action. An action resulting in a contract, including contract modifications for additional supplies or services, but not including contract modifications that are within the scope and under the terms of the contract, such as contract modifications issued pursuant to funding sources or administrative changes.

Contract Authority. Contract Authority must be obtained from the Military Budget Committee (MBC) in order to enter into multi-year financial obligations not fully supported by current year budget credits.  The Budget Officer under the approval of the HQ’s FC must request Contract Authority.  

Contract Closeout. Actions taken to close the contract and dispose/archive the contract file after receipt of evidence of physical contract completion.

Contract Elements. To be legally enforceable, a contract must include the following: an offer, an acceptance, consideration (or exchange of value), execution/conclusion by competent parties, legality of purpose, and clear terms and conditions.

Contract Modification.  A written change in the terms of a contract. Also referred to as a “modification”.

Contract Price.  The total amount of a contract for the term of the contract (excluding options, if any) or, for Requirements Contracts:  the price payable for the estimated quantity; or for Indefinite-Delivery type contracts:  the price payable for the specified minimum quantity.

Contract Quality Assurance (QA). The various functions, including inspection, performed by ACO/ACT HQs Staff together with Purchasing & Contracting (P&C) Branch staff to determine whether a contractor has fulfilled the contract obligations pertaining to quality and quantity.

Contract Quality Requirements.  The technical requirements in the contract relating to the quality of the product or service and those contract clauses prescribing inspection, and other quality controls incumbent on the contractor, to assure that the product or service conforms to the contractual requirements.

Contract Type.  Also referred to as “type of contract”. Categories of contracts that are differentiated according to:

a. The degree and timing of the responsibility assumed by the contractor for the costs of performance; and

b. The amount and nature of the profit incentive offered to the contractor for achieving or exceeding specified standards or goals.

Contract Specialist/Buyer.  Members of the P&C Branch (including Accounting Clerk, Customs Officer etc.) authorised to perform specific procurement tasks on behalf of the Contracting Officer.  

Contracting.  The act of purchasing, renting, leasing, or otherwise obtaining supplies or services from commercial or governmental sources (non “in-House/HQs” sources). Contracting includes description of supplies and services required, selection and solicitation of sources, preparation and award of contracts, and all phases of contract management. 

Contractor.  A person (Independent Contractor) or commercial/governmental company with whom an agreement is made on the delivery of goods or services on conditions and against prices stipulated in a contract. 

Commercial Item.  Includes:

a. 	Any item, other than real property, that is of a type customarily used for ACO/ACT HQs purposes and that: (1) Has been sold, leased, or licensed to the general public; or, (2) Has been offered for sale, lease, or license to the general public.

b.	Any item that evolved from an item described in Paragraph a. of this definition through advances in technology or performance and that is not yet available in the commercial marketplace, but will be available in the commercial marketplace in time to satisfy the delivery requirements under an HQ’s solicitation.

c.	Any combination of items meeting the requirements of Paragraphs a or b of this definition that are of a type customarily combined and sold in combination to the general public. 

d.	Installation services, maintenance services, repair services, training services, and other services, if such services are procured for support of an item referred to in Paragraphs a, b, c, of this definition, and if the source of such services satisfies: (1) Offers such services to the general public and ACO/ACT HQs under similar terms and conditions; and (2) Offers to use the same work force/efforts for providing ACO/ACT HQs with such services as the source uses for providing such services to the general public.

e. Services of a type offered and sold competitively in substantial quantities in the commercial marketplace based on established catalogue or market prices for specific tasks performed under standard commercial terms and conditions. This does not include services that are sold based on hourly rates without an established catalogue or market price for a specific service performed.

Cost Analysis. The review and evaluation of the separate cost elements and profit in a bidder’s or contractor’s proposal, including cost or pricing data or information other than cost or pricing data, and the application of judgment to determine how well the proposed costs represent what the cost of the contract should be, assuming reasonable economy and efficiency.

Cost or Pricing Data. Cost or pricing data are data requiring certification. Cost or pricing data are factual, not judgmental; and are verifiable. While they do not indicate the accuracy of the prospective contractor’s judgment about estimated future costs or projections, they do include the data forming the basis for that judgment. Cost or pricing data are more than historical accounting data; they are all the facts that can be reasonably expected to contribute to the soundness of estimates of future costs and to the validity of determinations of costs already incurred. They also include such factors as: vendor quotations; non-recurring costs; methods and in-production or purchasing volume; data supporting projections of business prospects and objectives and related operations costs; unit-cost trends such as those associated with labour efficiency; estimated resources to attain business goals.

Cost-Plus-Award-Fee (CPAF) Contract. A cost-plus-award-fee contract is a cost-reimbursement contract that provides for a fee consisting of a base amount (which may be zero) fixed at inception of the contract and an award amount, based upon a judgmental evaluation by NATO, sufficient to provide motivation for excellence in contract performance.  

Cost-Plus-Fixed-Fee (CPFF) Contract. A CPFF contract is a Cost Reimbursement (CR) contract that provides for payment to the contractor of a negotiated fee that is fixed at the inception of the contract.  The fixed fee does not vary with actual cost, but may be adjusted as a result of changes in the work to be performed under the contract.  This contract type permits contracting for efforts that might otherwise present too great a risk to contractors, but it provides the contractor only a minimum incentive to control costs.  A CPFF contract is suitable for use when required work involves research or preliminary exploration or study, and the level of effort required is unknown, or the contract is for development and test, and using a cost-plus-incentive-fee contract is not practical.

Cost-Plus-Incentive-Fee (CPIF) Contracts. A CPIF contract is a CR contract that provides for an initially negotiated fee to be adjusted later by a formula based on the relationship of total allowable costs to total target costs.  

Cost Realism Analysis. The process of independently reviewing and evaluating specific elements of each bidder’s proposed cost to determine whether the proposed cost elements are realistic for the work to be performed; reflect a clear understanding of the requirements; and are consistent with the unique methods of performance and materials described in the bidder’s technical proposal.

Cost Reimbursement (CR) Contract. A cost contract wherein the contractor receives no fee, but is simply reimbursed for recognizable and allowable costs.  A cost contract may be appropriate for Research & Development (R&D) work, particularly with non-profit educational institutions or other non-profit organizations, and for facilities contracts.

Cost-Sharing Contract. A cost-sharing contract is a cost-reimbursement contract in which the contractor receives no fee and is reimbursed only for an agreed-upon portion of its allowable costs.  Typically, cost-sharing contracts are used when the contractor agrees to absorb a portion of the costs, in the expectation of substantial compensating benefits.

Country of Origin.    Nation of a contractor or sub‑contractor/supplier, where the contracted goods are manufactured or assembled.

Critical non-conformance. Non-conformance that is likely to result in hazardous or unsafe conditions for individuals using, maintaining, or depending upon the supplies or services provided by a contractor.

Cure Notice.  Written notice sent by the Contracting Officer to the contractor, which gives the opportunity to “cure” deficiencies in the performance of a contract. The cure notice should never direct the contractor's manner of performance.  Rather, it must specify the exact deficiency or failure that the ACO/ACT HQ feels is present; if not specific, the cure notice is invalid and a subsequent termination for default will be overturned (i.e., converted into a termination for the convenience of the ACO/ACT HQ).

Days.  For the purposes of bidding procedures, “days” shall mean calendar days.

Default.  A situation in which the supplier has not or not completely fulfilled the conditions stipulated in a contract and proof of contractor’s negligence or unwillingness can be documented.

Delegations.  Official delegations appointed to represent NATO nations at NATO HQs.  

Dispute.  A dispute is initiated when the Contracting Officer denies the claim and the contractor notifies the Contracting Officer of his appeal of the denial, under the Dispute Clause of the contract.  

EFL.  Established Financial Limits (EFL) as established yearly by the Military Budget Committee and approved by the North Atlantic Council.

Eligible Firms.  A firm considered eligible to participate in NATO bidding procedures.  In the case of international bidding procedures, firms become eligible either through nomination by the delegation to NATO of its country of origin, or identification by the P&C Branch, as a potential bidder.

Endorsement.  The express support or approval of a company, publicly and definitely.  Explicit or implicit endorsement should be clearly prohibited.

Equitable Adjustment.  A fair and reasonable adjustment made by the Contracting Officer in the event the contractor is entitled to increased cost, time extension or both.

Firm Fixed-Price (FFP) Contract. The FFP contract provides for a price that cannot be adjusted because of the cost experience of the contractor in performing the contract. FFP contracts are suitable for acquiring commercial items or for acquiring other supplies or services on the basis of reasonably definite functional or detailed specifications and when the Contracting Officer can establish fair and reasonable prices at the outset.

Firm of a Participating/Funding Nation.  A firm or entity legally constituted or chartered under the laws of, and geographically located in, or falling under the jurisdiction of, a nation participating in the funding of a particular procurement.  

Fixed Price (FP) Contract.  A FP contract with an Economic Price Adjustment (FPEPA) provides for a contract with an adjustable price, which should include a formula, for adjusting the price up or down, established by indices, inflation, etc.

INCOTERM.  A set of international and agreed definitions for the transportation of goods via road, ship, rail, etc.  INCOTERM defines the responsibility of the buyer and seller for each term such as FOB, Ex factory, etc.

Inspection.  The examination and testing of supplies or services (including, when appropriate, raw materials, components, and intermediate assemblies) to determine whether they conform to contract requirements.

International Competitive Bidding (ICB).  Procurement of goods or services after formal solicitation of international bids (IFIB) or proposals (IFIP) from sources in NATO countries, including those specified by National delegations.  This method is applicable to procurements exceeding level D of the EFL.

Invitation For Bid (IFB).  A written invitation to potential suppliers to bid for providing goods or services in accordance with sealed bidding procedures.  

Invitation For International Bids (IFIB).  A written invitation to potential suppliers to bid for providing goods or in accordance with International Competitive Bidding (ICB) procedures.  

IFIP.  Invitation For International Proposal

Invoice.    Document detailing payment information due to a supplier, identifying ACO/ACT HQs references with data on goods provided, unit prices, total price, and any additional charges, discounts, or conditions, which may be applicable.  When requested, suppliers must be able to document proof of delivery in order to substantiate invoices submitted.    

Latent defect. A defect that exists at the time of acceptance but could not be discovered by a reasonable inspection.

Liquidated damages clause.  A contractual provision that determines in advance the measure of damages if a party breaches the agreement. Contrary to a penalty clause, the payable sum established by a liquidated damages clause must: (1) not exceed the probable damages on breach; (2) be tailored to the different type of possible breaches (i.e., some major, some minor); and (3) relate to aspects of performance that have been declared as of the essence.

Major non-conformance. Non-conformance that is likely to result in failure of the supplies or services, or to materially reduce the usability of the supplies or services for their intended purpose.

Material Inspection Receiving Report (MIRR).    Supporting documentation made by a receiving organization certifying that compliant materials have been received from the supplier, in good condition and in the correct quantities.  The supporting documentation enables the Purchasing & Contracting Staff to proceed with the payment procedures, and contractor performance can be used as a basis for supplier evaluation.

Military Budget Committee (MBC).  A Committee of representatives of the NATO nations, authorized by those nations to take decisions associated with screening, approval, and execution of the NATO Military Budget (MB).  

Minor non-conformance. A non-conformance that is not likely to materially reduce the usability of the supplies or services for their intended purpose, or is a departure from established standards having little bearing on the effective use or operation of the supplies or services.

NAFS. NATO Automated Financial System.

NAFS Blanket Purchase Agreement (BPA). A NAFS document that holds the descriptions and prices for the goods/item that have been pre-negotiated with a supplier. BPAs cover a specific period, but do not identify quantities required or delivery schedules. BPAs are not valid to represent a commitment to spend.

NAFS Contract Purchase Agreement (CPA). A NAFS document that does not create any commitment. CPAs hold information relating to agreed general terms and conditions with a particular supplier, without indicating the services that you will be purchasing, or any specific pricing. It is recommended to link NAFS Purchase Orders to CPAs belonging to one contractor for audit trails.

NAFS Purchase Order (PO). A NAFS document to store contract data for a one-time purchase of various goods and/or services. NAFS Purchase Orders are created when the details of the required goods or services, estimated costs, quantities, delivery schedules, and accounting distributions are known. The total value of a purchase order will be committed as soon as it is entered.

NAFS Release. A NAFS document representing an actual order placed against a NAFS Blanket Purchase Agreement. Each release represents a commitment to spend the total value of the release.  The release process is fully automatic when items are codified/inventoried and associated with sourcing rules.

NDSS.  NATO Depot Supply System operated by NAMSA.

Non-conformance.   Situation in which the supplier has not partially or completely fulfilled the conditions stipulated in a contract.

Notification of Intent (NOI).   A formal communication to national delegations to NATO of a P&C Branch’s intent to conduct International Competitive Bidding (ICB) procedures in execution of a particular procurement.  This method is applicable to procurement with estimated costs greater than level D of the EFL.

Off-the-shelf item. An item produced and placed in stock by a contractor, or stocked by a distributor, before receiving orders or contracts for its sale.  

Offer.  A response to a solicitation that, if accepted, would bind the bidder to perform the resultant contract. A response to an invitation for bids or a request for proposals is an offer. A response to a Request For Quotations is a quote not an offer.

Option.  A unilateral right in a contract by which, for a specified time, ACO/ACT HQs may elect to purchase additional supplies or services called for by the contract, or may elect to extend the term of the contract. 

Partial Bidding.  The solicitation accepts only a portion of the total requirements specified in a technical specification.  

Patent defect.  A defect that exists at the time of acceptance and is not a latent defect.

Penalty clause.  A contractual provision that assesses a monetary charge against a defaulting party. Depending on the applicable Law, penalty clauses may be unenforceable if they are not designed to quantify the amount of probable loss, but are designed to terrorize, or frighten, the party into performance (e.g., Common Law system vs. Civil Law system). 

Personal Services Contract.  A Personal Services Contract is defined as an arrangement for a service involving either the intellectual or manual personal effort of an individual, as opposed to the payable product of the person’s skill (i.e., Independent Contractor). Any contract that, by its explicit terms or as administered, makes the contractor’s personnel appear, in effect, to be NATO employees. 

PILS.  Programme Integrated Logistic System operated by E-3A Component.  Therefore certain procurement actions, roles & responsibility or business workflow are slightly different to ACO/ACT HQs methods of operating under J8 and with NAFS-NDSS.

Pre-award survey.  An evaluation of a prospective contractor's capability to perform a proposed contract. 

Price Analysis.  The process of examining and evaluating a proposed price to verify that the overall price offered is fair and reasonable. (Different from Cost Analysis).

Procurement Official.  One who holds or is invested with a NATO office; or that is authorized to act on behalf of NATO in a subordinate capacity; and is involved in the procurement of goods and services.

Proposal. An offer in response to a Request For Proposal.  Any offer or other submission used as a basis for pricing a contract, contract modification, or termination settlement.

Procurement.  Two approaches (organisational and business workflow):
a. Organisational functions that include specifications development, value analysis, supplier market research, negotiation, buying activities, contract management, inventory control, receiving and stores. 

b. All stages involved in the process of acquiring supplies or services, beginning with the determination of a need for supplies/services and ending with contract completion or closeout.

Property Accountable Officer  (PAO).   Individual responsible for the ordering, inspection, acceptance, control and disposal of material of an organisation.

Protest.  A written demand or written assertion by one potential bidder against the cancellation of a solicitation or award of a contract, or terms of solicitations, etc.

Purchase Order (PO).  An offer by the HQ to buy supplies and/or services, including construction and R&D, upon specified terms and conditions, using simplified acquisition procedures.

Purchasing & Contracting (P&C).  The function of providing operational support, through acquisition (by purchase or otherwise), of goods or services.  The P&C Branch Staff is responsible for the planning, execution, and control of activities associated with this function.  These responsibilities include development and maintenance of relations with suppliers in order to meet the short and long-term procurement needs of an ACO/ACT HQ.

Quotation. See quote.

Quote. Also referred to as a quotation.  It is a statement of current prices as a response to a Request For Quotations. A quote is not considered as an offer that could bind the supplier to a contract if accepted.

Ratification. It is the act of formalizing an unauthorized commitment after the fact, thereby accepting a liability as an obligation of an ACO/ACT HQ.

Request for Information (RFI).  A document used to obtain price, delivery, availability, other market information, or capabilities for budget, information or planning purposes when the HQ does not presently intend to issue a solicitation. 

Request for Proposals (RFP). A solicitation for offers under negotiated procedures.

Request for Quotations (RFQ). A solicitation for quotes. Commonly used under simplified acquisition procedures.

Single Tender (ST).  Procurement of services and goods after solicitation of at least one written or verbal bid to known sources from within NATO countries.  This method is applicable to procurements with estimated costs not exceeding level B of the EFL.

Show Cause Notice.  The Show Cause Notice in effect directs the contractor to show why the contract should not be terminated for default.  The Show Cause Notice is intended to ensure that the contractor understands its situation, and its answer can be used in evaluating whether circumstances justify termination for default.  The Show Cause Notice is not mandatory.  It is often advisable to use such a notice as a means of discovering any excusable cause of the contractor's failure to perform, since the existence of an excusable cause could render a default termination improper.

Sole source acquisition.  A contract for the purchase of supplies or services that is entered into or proposed to be entered into by a Contracting Officer after soliciting and negotiating with only one source.

Surety.  A person who is primarily liable for the payment of another’s debt or the performance of another’s obligation. Although a surety is similar to an insurer, one important difference is that a surety often receives no compensation for assuming liability.

Suspension of work.  A contract clause that permits the Contracting Officer to order the contractor to suspend work for a reasonable period of time. If the suspension is unreasonable, the contractor may submit a written claim for increases in the cost of performance, excluding profit.

Stop-Work Order.  A contract clause that permits the Contracting Officer to order the contractor to stop work, if the work stoppage is required for the reasons specified in the contract.

Testing.  That element of inspection that determines the properties or elements, including functional operation of supplies or their components, by the application of established scientific principles and procedures.

Unauthorized Commitment. An agreement that is not binding because the individual who made it lacked the authority to enter into that agreement on behalf of the HQ.  Corrective action is ratification.

Unique and innovative concept.  When used relative to an unsolicited research proposal, this term means that, in the opinion and to the knowledge of the ACO/ACT evaluator, the meritorious proposal is the product of original thinking submitted in confidence by one source; contains new concepts, approaches, or methods; was not submitted previously by another; and, is not otherwise available within ACO/ACT.  In this context, the term does not mean that the source has the sole capability of performing the research.
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