Preamble
Dear participant of ISTC project (International scientific and technological center), 
The document presented to your attention is somewhat unusual. It cannot be considered as an official set of rules and instructions (they are also in abundance and no doubt available for you). It is rather a glance from within at a working level and a try to tell you in an informal way about how the process of supplying our projects with necessary materials and equipment goes on. 

Everything described here is rooted in the same rules and instructions, the presented text, however, being destined to substitute in a way a live dialog with our specialist buyers and contract specialists. The value of a live dialog is doubtless, we, however, face a task when we need day after day to stop multiple repeating of many general explanations that become inevitably necessary over and over again with every new-comer involved in this exciting process of material procurement of Research and Development Projects.

I hope that the document will turn out to be useful and positive and will also help to clearly set that thin edge between necessary reasonable formal procedures and red tape our organization often tends to be blamed for.

Before going into detail let me draw a couple of lines concerning explanation of the basic principal underlying two basic procedures of financial spending made by ISTC. 

Our center is authorized to handle the money of taxpayers of the founding countries and supporting definite institutes and their members we perform our political mission, but in accompanying the process purchasing equipment, materials or services on the commercial basis, we basically allow definite organizations to get a profit, the organizations not being in any way related to our political and scientific targets agreed at the intergovernmental level. Such benevolence in relation to participants of the commercial market at the expense of taxpayers' money is strictly stipulated by a necessity to follow multiple formal rules and procedures that at first glance may seem to be too much bureaucratic in comparison to a simple and mutually suitable agreement of two bargainers.

Let me assure you that ISTC exerts every effort to prevent such rules and procedures from being a simple aggregate of all various requirements to commercial transactions set in every country out of 30 constituent countries but to make them a rational synthesis acceptable both for all founders simultaneously and for practical application in an everyday activity.

S. Zykov
Deputy executive director
Proceeding of ISTC projects’ procurement.

(Procedures, sequence of actions, frequently asked questions)

D. Ivlev (ISTC Contract and Procurement Deputy Director)
1. Key terms
How does the project purchasing proceed in ISTC?

Almost every ISTC project provides for money to buy necessary equipment and materials, to pay for subcontract services and operations. How is the money spent?
There are two ways of purchasing equipment, materials and services – in ISTC they are traditionally called “through flow 1” and “through flow 2”. 

The ISTC finance department transfers the money spent through flow 1 to a special-purpose account opened in a bank by an organization participant in a project. The account is called “special-purpose account” because it can be used only for a particular purpose, in this case for spending the money received from ISTC to supply the needs of a particular project (or a group of projects). The transfer of money to the special-purpose account is made based on a request for advance prepared by Project Manager (hereafter - Manager) and signed by the ISTC supervisor. Further the manager spends the money, making payments to suppliers through the accounting department of his institute and regularly gives an account to ISTC of such expenses. The ISTC procurement department is not in any way related to purchases of flow 1 and therefore such purchases are often called “purchases through institute”.
The money spent through flow 2 is kept on the ISTC account from where it is transferred directly to the suppliers of equipment, materials and services. To make a purchase “through flow 2” the project manager prepares a request for procurement (this is a form of a particular type that will be described below) and sends it on to the project supervisor. The supervisor either rejects the request or approves it and passes it over to the ISTC procurement department to be executed. The procurement department together with the project manager and on the basis of the procedures described in the ISTC financial rules chooses a supplier of the goods or services and makes a contract with him. The contract is paid as a rule after fulfillment the supplier’s obligations to ISTC. As far as the ISTC procurement department personnel make all purchasing actions through flow 2, such purchases are called “purchases through ISTC”.

What is purchased for ISTC projects?

Everything purchased to supply the projects’ needs no matter either through flow 1 or flow 2 may be divided into three big categories: equipment, materials and other direct costs. How do these categories differ from each other from the point of view of financial accounting and formal definitions?

· Equipment. The term equipment consists of any device over 100 USD worth per unit that functions by itself, not a part of a more general system and is not consumed in the operational process. For example a printer 120 USD worth is a self-sustained working device with its own serial number and no doubt is a piece of equipment. The same printer but purchased for 90 USD from the accounting point of view is not a piece of equipment because it is too cheap and a hard drive of a PC more known as “a Winchester disk” also 120 USD worth is not a piece of equipment because can work as a part of this PC being a constituent component of it.

· Materials. Materials mean all tangibles not being equipment that is everything cheaper than 100 USD per unit, everything that is a part of a more general system and everything what is consumed in the process of usage. It is desirable to single out the fact that the price is not a criterion for dividing goods into categories “Equipment” and “Materials”. Materials may be exclusively expensive and equipment may be cheap. Not only the price that matters but also the essence of what is purchased, the nature of usage.

· Other direct costs. This item includes money that is spent on the payment for the services and operations carried out within a project by third parties. First of all this includes shipping costs, customs clearance, communication, electric power, repair of equipment and its service. This also includes costs of construction operations if they are stipulated in the project, subcontract operations, equipment or premises rentals etc.. 

People often ask the question why this categorization is needed. It is associated with the peculiarities of the ISTC accounting policy. According to financial rules everything purchased in category “Equipment” is registered in ISTC, enlisted in the common inventory data base and is regularly checked by auditors of the finance department or sponsors. Materials are written-off immediately upon transfer to a project, and what is purchased in item “Other direct costs” is not subject to inventory registration (still being an item of accounting) in virtue of its nature.

What can be and cannot be purchased for ISTC projects?

Mostly everything can be purchased for ISTC projects if only it was expedient and necessary for the project purpose. Here arises a question, who defines what is “expedient” and “necessary”? Only one is authorized to do this – the project supervisor. It is him who receives the request for procurement from the manager and it is him who confirms by approving it “the expediency” and it is him who is further responsible to project sponsors.

There are only several simple limitations.

1. Equipment, materials and services cannot be purchased from the institute itself in where projects are carried out or from its daughter companies.

 For example if an institute has a pilot production then it is impossible to make an agreement for production of a pilot device developed in the course of a project with this production even if it represents a separate legal entity with its own bank account. In this case it is necessary to include in the project employees that will directly work at production of this device and to pay grants to them as well as to the other project participants for the work performed. 

And it is absolutely impossible to purchase from its own institute some materials even if they are very unique and necessary for performance of a project. If for some reason these materials cannot be purchased in the market, the institute shall transfer them to the project as its “material contribution” that will be compensated (at least partially) upon completion of the project through mechanisms of paying overhead costs.

2. It is not allowed to sign subcontracts with other scientific organizations for scientific and technological operations that are a part of the project operations.

If such organization has to be invited then it shall be included in the project as an associate institute and its employees that will perform this work will receive grants as well as the employees of the head institute. 
3. It is not allowed to purchase vehicles subject to be registered in police authorities.

This limitation is associated with peculiarities of the ISTC status as an international organization. If a vehicle is still required to reach the project goals it may be leased without a right of redemption.

How is money distributed among the flows?

Currently the ISTC procurement policy assumes that the major portion of money reserved for procurement shall be spent through flow 2. In particular, all equipment inclusive and all imported materials are purchased through ISTC if their purchase and import in the country do not require special permissions as well as all stocks of materials over 10,000 USD worth. All customs charges and subcontracts are also paid through flow 2.

Procurement through flow 1 includes purchases of relatively small (up to 10,000 USD) stocks of materials from local suppliers, payments for communication services, electric power and equipment repair. The materials for purchase of which a special license is required are also purchased through this flow. They include, first of all, many radioactive materials, a good number of chemical substances, precious metals and stones, explosives. For ISTC is not a Russian legal entity, it cannot get the specified license and therefore the procurement of such materials is referred to the institute irrespective of the price.

Further we will consider only procurement through flow 2 that is through the ISTC procurement department.

What are the ways of purchasing imported equipment and materials?

Imported equipment and materials (hereinafter referred to as goods) may be purchased in two possible ways – on the CIP and DDP shipping terms. What does that mean?
In case of CIP terms (after CIP usually goes the name of a city where the goods are shipped to – for example CIP Moscow) a supplier, always being a foreign company, ships goods to a customs terminal convenient for a buyer. In this case the price of goods includes together with its price the cost of shipping to the customs terminal and the cost of insurance in transit.

 The supplier’s responsibility ends at the moment when the goods are shipped to the terminal and the customs notifies the buyer of their arrival.

The responsibility of the buyer is to make the customs clearance of goods and pay taxes on imports (VAT and customs fee) and then make arrangements for transportation of goods from the customs warehouse to its own warehouse.

In case of DDP terms (also adding the name of a city – DDP-Moscow) a supplier, always being a local company, purchases goods from a foreign producer by itself, ships them into the country by itself, performs all procedures of customs clearance by itself and pays all necessary taxes and transports goods to its warehouse. In this case the price of goods include all taxes that the supplier paid while importing them.

The buyer in this case just takes away the goods from the seller’s warehouse.

It is under DDP terms that we all buy imported goods at markets and in stores in our everyday life but this way of procurement is not preferable for ISTC. What is it associated with? It is associated with peculiarities of the ISTC concessionary tax-free status.

The matter is that ISTC is totally exempt from paying taxes while purchasing equipment and materials for project purposes but technically it is possible only if it performs the procedure of customs clearance by itself that is under CIP terms. If goods are purchased from the warehouse of a seller under DDP terms the taxes are already included in the supplier’s price and the mechanism of tax reimbursement in the Russian Federation does not work well.

The ISTC tax-exempt status is of great importance for the Center sponsors, for taking responsibility for financing a project they are by no means intended to use the money of their taxpayers to fill the state budgets of other countries. Besides for the sake of saving project money (and it is sometimes up to 30-40% off the goods’ price) we should take efforts to procure maximum amounts of imported equipment and materials under CIP terms that is on direct currency contracts with foreign producers or suppliers.

Purchasing goods of domestic production ISTC is currently bound to pay the price including taxes seeking however the ways of actualizing its tax-exempt status.

What payments are necessary during customs clearance of a shipment?

Thus we know that purchasing goods under CIP terms we are exempt from state taxes. Unfortunately we however are not exempt from so called “customs payments”. What is it?
Customs payments is the payment of buyers for services of a customs terminal to carry out customs clearance. A customs clearance is not a state organization but a commercial enterprise that have purchased a state license for the right to carry out customs operations. It makes money. The main source of getting money from a buyer is payment for filling out a freight customs bill of entry (GTD), payment for storage of goods subject to customs clearance in a customs terminal warehouse over three days and payments for freight handling (loading - unloading). 

Principal foundation for these payments is in the fact that they do not depend on the goods cost but on the weight by volume, that is the customs clearance of freight of 500 USD or 500,000 USD cost will make you pay on and the same price if both pieces of freight have one and the same weight by volume.

The cost of customs payments is greatly dependent on a country or a city where the customs terminal is. Naturally in Moscow the cost is highest and does not currently go lower than 400 USD per a customs clearance. In Novosibirsk where there is also arranged the procedure of concessionary customs clearance of freight shipped for ISTC and also in capitals of the CIS countries this cost is considerably lower (often times as much).

Beside customs payments an ISTC representative working at the Moscow terminal shall pay for the transportation of shipped cargo to a warehouse of a recipient institute or an ISTC warehouse. Usually the delivery is made from airports Sheremetevo-2 or Domodedovo and the car rental costs around 100 USD. 

Thus planning a project it is necessary to provide for in item “Other direct costs/Flow 2” appropriate money for customs clearance if a CIP term purchase of equipment or materials is anticipated in a project.

Can all imported goods be purchased on CIP terms?

Obviously from economic point of view it is worthwhile purchasing equipment or materials on CIP terms only when it is more economical not to pay taxes than to pay customs clearance. That is if goods cost 1000 USD then the tax amount makes 280 USD (18% VAT + 10% import tax) and customs clearance makes 400 USD it is obvious that such goods are meaningless to purchase on CIP terms for it is not only unprofitable but loss-making. Besides a CIP term shipment is more time consuming than a purchase from a supplier’s warehouse and it is worthwhile losing time only for the sake of significant cost cutting.

Currently during shipment of equipment through Moscow customs terminals it is expedient to purchase no less than a 3,000 USD stock that is only when it makes sense. Of course it is often a case when some unique equipment is not available within the country at all so it makes us purchase on CIP terms irrespective of price. But in this case we have no choice.

Hence the main strategy of procurement of imported goods is to minimize the number of customs clearances and to strive for bulk deliveries from one supplier. For example if the project stipulates procurement of bulk quantity of chemical materials it is better not to purchase them in small stocks as consumed but in bulk. While the higher the cost of this one-shot procurement is the more economical it is in item “Other direct costs”.

Another limitation for procurement of imported goods on CIP terms is that not everything can be shipped in this way in small quantities. As a rule projects are not characterized by bulk procurement but either single pieces or limited stocks are purchased. At the same time suppliers of computer and office equipment set up a minimum limitation for the size of a stock shipped on CIP terms. Currently such a stock shall cost no less than 50 or 100 thous. USD. Nobody will ship one lap top or three printers. Thus we have to purchase all computer and office equipment on DDP terms paying all taxes already included in the price of domestic suppliers.

At the same time suppliers of costly scientific equipment, not being in a great demand in the CIS countries and shipped every time by orders, readily make advances and ship it on CIP terms.

Where can the goods shipped on CIP terms undergo customs clearance?

Another limitation for CIP term purchases is that concessionary customs clearance for ISTC is officially arranged only in capitals of constituent countries. This is not of significant importance to the majority of the CIS countries for almost all scientific centers are based in the capitals (beside probably Kazakhstan). But for Russia with its large distances it becomes a serious problem. 

If a project is carried out fro example in Snezhinsk in Ural we cannot arrange the shipment to the Yekaterinburg international airport for the local customs will not be able to make a concessionary customs clearance. To make it possible the head of the corresponding customs authority (Ural one in this case) shall issue an order for the lower customs offices concerning the special treatment of handling cargo shipped for ISTC. But the official does not want to issue such an order because he believes that if ISTC is in Moscow its business is in Moscow as well and consequently it may have customs concessions only in Moscow.

The heads of the customs offices in Nizhniy Novgorod, Saint Petersburg, Krasnoyarsk and Vladivostok share the same opinion. Consequently, projects carried out in these regions have to arrange transportation of equipment and materials from Moscow where we perform customs clearance to their cities. And this requires additional, sometimes large amounts of money.

The only exception is Novosibirsk. Here the management of the West Siberian customs authority made advances for us and the Tolmachevo airport has a special procedure of customs clearance for ISTC.

Who performs customs clearance?

In Moscow special personnel of the procurement department does customs clearance (now two of them – Igor Naydenko and Ekaterina Fomkina) in the capitals of the CIS countries the ISTC officers do that.

Their responsibility is to do customs clearance of goods in a maximum short period and deliver them to an ISTC warehouse or an appropriate ISTC branch warehouse. Time is critical here for within first three days goods are stored in the warehouse free of charge and starting from the fourth day the customs will charge for the storage and the charge is very high. In Moscow it reaches 50 cents per kilo per day. If the storage shall be paid for the expenses are referred to the project budget.

Making different customs payments these officers collect the receipts and other payment documents and hand them over then to the ISTC finance department that handles them and writes the corresponding amounts off the project budget. In reports of the SCALA finance system these expenses are marked Customs.

For ISTC does not have a branch in Novosibirsk institute representatives have to do customs clearance of goods arriving to this city. They may be both project participants and personnel of special departments of external-economic activity if any. In any case prior to arrival of goods it is necessary to execute in the procurement department a set of documents agreed with the management of the Novosibirsk customs that entitles a definite person to perform customs clearance on ISTC behalf. Such documents are executed by Dimitry Palamarchuk, the head of the logistics and customs group of the procurement department. The money transferred by ISTC to the institute account through flow 1 is used to make customs payments.

What documents may be required to do customs clearance of goods?

It is often required to execute special permits issued by various state authorities to import to the country some materials and sometimes equipment. As a rule such permits are required while importing a whole number of chemical materials, medicine, lab animals and fodder for them etc. Basically either the Ministry of Health or the Ministry of Agriculture issues such permits.

The problem is that ISTC cannot get such a permit in principal for the center is not a Russian legal entity. Consequently the institute shall get them. The project manager shall preliminary take care of getting the permit and hand it over to the procurement department or an ISTC branch staff prior to arrival of goods.

Dimitry Palamarchuk has the information concerning necessity of getting such permits for specific materials and equipment.

How can purchased equipment be drawn ex ISTC warehouse?

As it was mentioned above after customs clearance equipment and materials are delivered from the customs terminal to a ISTC warehouse or to an ISTC branch warehouse, besides many local suppliers in Moscow prefer to deliver ordered equipment to an ISTC warehouse. 

The responsibility of the project manager is to arrange the receipt of all this equipment from the warehouse. It may be done in two ways.

The project manager may either carry equipment out of the ISTC warehouse by himself, for example, using the institute motor transport or ask the procurement department to arrange the delivery to the institute at the project expense. In this case the request for procurement of equipment shall point out in a special box that such delivery is required (it will be described in more details below). If the original request did not have it pointed out then it is necessary to fill out an additional request for procurement to arrange such a delivery as it is done while ordering equipment.

The cost of delivery shall be preliminary estimated by contacting Dimitry Palamarchuk. Getting the estimation you can decide how much it is expedient to spend the project money on this and if it is not cheaper to carry the equipment out by yourself. The cost depends on the weight by goods volume and the distance of ISTC away from your institute.

What documents are necessary to obtain goods from ITSC warehouses?

Either the project manager or any person having a letter of attorney made by the manager may obtain goods from an ITSC warehouse. Goods will not be given away without such a letter of attorney. The letter of attorney is made in a simple written form (also in handwriting) and does not require notarization by the institute seal. The manager’s signature is sufficient.

If the project is big and it is assumed to ship a lot of various goods within this project prior to starting it the head can make one unlimited power of attorney for a particular person that will be effective during the whole project. Such letter of attorney is handed over and is stored in the logistics and customs group of the procurement department.

The projects carried out in the VNIIEF institute also require the institute letter of attorney to be presented. This is a provision of the institute management.

Obtaining goods purchased within ISTC programs (seminars, workshops, commercial initiatives) while having no manager the letter of attorney is made by an appropriate officer of an ISTC technical department supervising this activity.

How else can equipment and materials be obtained for ISTC projects?

There is another third way of procurement of equipment and materials beside through flow 1 and 2. It is procurement directly from a partner or collaborator “in kind”. Most often it is second-hand that cannot be used but you grudge throwing it away. You cannot help remembering about your Russian colleagues.

In this case the procurement department handles only the custom clearance of goods coming for us without entering into a procurement contract. For the customs clearance of such goods is carried according to a usual procedure then customs payments are made and consequently it is necessary to provide for appropriate funds for every anticipated partner’s supply in item “Other direct costs/flow 2”.

As the customs takes special care of the way ISTC uses provided tax concessions then at arriving of such goods to the terminal, we shall prove that this equipment, that we did not purchase, is really directed to be used in a project. Thus every such procurement shall be clearly described in the working plan of the project agreement. A special table that will be described in the following section serves for this purpose. If the idea to get such equipment directly from a partner or collaborator arose in the process of carrying out the project it is necessary to make an amendment to the working plan, which has this procurement, described. Without this amendment such concessionary customs clearance is impossible.

Prior to shipment the partner’s representative shall get in touch with Dmitriy Palamarchuk the head of the logistics and customs group of the procurement department and get clear instructions from him concerning the delivery address and execution of accompanying documentation. If the shipment is made without prior consultation with him and the documents are executed incorrectly (that happens quite often because of accountable unawareness of the partner or collaborator of the details of export-import procedures in the CIS countries) goods will be sent back to the transmitter at his expense.

What is the way shipment of goods is made from institutes to partners or collaborators? 
Beside procurement of equipment and materials the responsibility of the procurement department is shipment of goods resulting from project operations to partners. This may be both equipment and materials for example chemical substances synthesized in the process of project operations. A whole number of projects also provides for joint operations with collaborators then an exchange of materials and results of operations is set also up with them.

In general any institute may send goods abroad by itself for taxes are not levied on export unlike import (except oil and gas) and there is no economic reason to attract ISTC for this. However the majority of institutes just do not currently have specialists that can ably perform this work. Therefore we have to use the experience of the procurement department personnel.

The customs clearance of shipped goods also requires appropriate payments similar to payments during customs clearance of arriving goods. The same way shipment of a whole number of materials and equipment requires getting special permits that shall be executed through an institute and handed over to the procurement department together with shipped goods. 

Shipment of all goods shall be clearly described in the project working plan. A special table serves for this purpose that will be described below. If the working plan does not have any mentioning of necessity to ship goods abroad in the process of carrying out the project the procurement department will not accept requests for procurement.

For shipment of goods to a partner or collaborator is paid by ISTC the working plan shall provide for appropriate funds in item “Other direct costs/Flow 2”. The cost of shipment depends on goods weight by volume and on the distance between the cities and may reach quite significant values. It is better to get in touch with Dimitry Palamarchuk for correct planning of the project at the stage of making the working plan and get from him preliminary estimations of the shipment cost.

2. Making and correcting of the project working plan.

All operations for procurement of equipment, materials and services in the process of carrying out the project may be conditionally divided into three big parts: making the project working plan, that shall have tables prepared with the list of equipment, materials and services planned to be purchased, procurement itself and legal implementation and legalization of received equipment within your institute. Most often everybody pays special attention to procurement without paying attention to the first and third stages. But it is wrong. Many years' experience of working of the ISTC procurement department showed that the more attention the project manager pays to planning of procurement at the stage of making the working plan the sooner and more effective it will be carried out in the process of carrying out the project. In this section we will consider in detail the way the working plan shall be made concerning procurement and the way it can be amended in the process of carrying out the project.

What tables are used in the working plan to make lists of equipment, materials and services to be procured?

The following tables are used in the working plan to make a plan of procurement:

1. Equipment summary.

2.  Material summary.

3. Other direct cost summary
4. Data for a single equipment/materials item.
5. Summary of equipment/materials to be exported.

Let us consider each table in detail.

1. Equipment summary.

Appendix 1 gives an example of filling out the equipment summary. All examples here and below are given in English for the English text of the project agreement is prevailing and it is the English text that is an official accounting document of the ITSC secretary.

What should the attention be paid to while filling out this table?

If you look at the left upper corner of the table you will see three lines one over each other:

To be provided in kind  [  ]

To be purchased by recipient [  ]

То be provided in kind by partner/collaborator [  ]

Each of these lines corresponds to one of three ways of equipment procurement  - through “flow 2”, “through flow 1” and “through a partner in kind”. In order to point out which way the purchase of equipment given below in the table is made any mark is placed X or * for example in one of the three lines in square brackets. Thus in the most general case a project may have three tables of equipment each of which corresponds to different ways of procurement. If some way is not used in the project the corresponding table is unnecessary to be made at all.

Further if several institutes work jointly in a project the list of equipment is made for every institute separately as well as the total cost of purchased equipment is required for every institute (it is a marked line in the end of each list “Subtotal”). So the table given in the Appendix has the equipment specified to be purchased through flow 2 (“through ISTC”) for two institutes participating in the project MIFI and VNIIEF. For the first one a purchase for the amount of 58,290 USD is estimated for the second one - for the amount of 24,625 USD. The special attention should be paid to the fact that these figures should strictly correspond to the appropriate figures in the table of financial charges made for each institute. In the end of the table in the line “Estimated TOTAL COST” colored grey it is necessary to give the total cost of all the equipment purchased this way for all institutes (in the example it is 82,915 USD) that shall also coincide with the appropriate amount in the table of financial charges for the whole project.

Every item in the list of equipment is given its own index number (Item No.) as well as its brief description (DESCRIPTION OF ITEM), the number of purchased items (Qnt.), estimated cost of each item (Unit cost), the total amount (Amount) and the project quarter at which this item is planned to be purchased (Data needed). The cost is always indicated in US Dollars irrespective of what currency actually will be used to make the purchase.

People often ask how much detailed the description of the purchased equipment should be. Everything depends on what is planned to be purchased. If it is computer and office equipment the detailed description is unnecessary. For example it may be just “Computer”, “Laser printer HP”, “LCD-Monitor 17” or “Notebook Toshiba Satellite”. The thing is that the market of this equipment is very variable and the lineup often changes once in a quarter and prices may change almost every day. Experience suggests that half a year or longer may pass since the moment of making the working plan till the moment of starting the procurement and even if you spend your time to make a detailed list of needed office equipment in half a year you will buy something very different for different money. Why spend your time and efforts in vain then?

On the other hand during purchasing scientific equipment it is necessary to give its precise description and if you know the variant totally suitable for you then indicating the name of the manufacturing company, catalogue number and the seller’s name with its address if you have it and if it is not purchase directly from the manufacturer. Why is it necessary? The procurement department personnel doing purchases of this kind of equipment shall make sure prior to signing the project agreement that the procurement is really possible for the price indicated in the table. Unlike office equipment it is quite difficult to get information about scientific equipment cost besides it tends to rise every year. The project managers often use unreliable channels of information; obsolete catalogues etc. during making working plans. We used to have cases when the real price was different from the one that was indicated in the working plan 1.5-2 times and purchasing this equipment was just impossible. In order to avoid such situations the working plan is approved preliminary that cannot be done without a precise description.

Between columns “Item No.” and “DESCRIPTION OF ITEM” is a nameless column that is marked “X” against some items. What does that mean? If an item of equipment is marked this way it means that a separate table is made for this item - “Data for a single equipment item”. Such a table is made only for expensive equipment over 10,000 USD cost per item and only when such equipment is expected to be purchased without a tender procedure from an only possible supplier. Thus in the example set in the Appendix such mark is placed against working station IBM and the germanium rectifier of the American company Canberra Packard. In both cases this equipment is purchased directly from the manufacturers and a tender is not expected to be carried out. The way the table “Data for a single equipment item” is filled out will be described in more details below.

And, finally, the project number should not be forgotten to be indicated in the head of the table.

2. Material summary
Appendix 2 gives an example of filling out the material summery. 

In general it is filled out the same way as the equipment summery but it also includes items related to materials in accordance with the definition given above. What should be paid attention to while filling out this table? 

People often ask a question how much detailed all materials to be purchased shall be because unlike equipment they may be very numerous (hundreds and even thousands of items). Besides it is obvious that it is impossible to precisely forecast for three and even one year ahead at the stage of preparing the project what materials and in what quantity will be required to perform operations. On the other hand records in a table like “Set of chemical materials” for the amount of 20,000 USD are justly suspicious that the project manager is not exactly aware of what he needs and just reserves money “to be on the safe side” and this is not acceptable either.

What shall be done? A golden mean shall be found and the table shall be made without excessive details but in the way it was still clear what exactly is supposed to be purchased. First there is no need in describing consumables for office equipment. Paper, cartridges, toner for printers and copy machines, CDs, pens, folders, etc. may be described in a line indicating the total amount. The same holds good for computer accessories purchased to upgrade the existing equipment if they are purchased for a small amount (up to 2-3 thous. Dollars). The same stands good for various radio-electronic components and micro schemes as well as constructional materials (rolled stock, metals, alloys etc.) if they are of domestic production and are purchased within the country on DDP terms.

But chemical materials, lab animals and different biological facilities have to be described in detail. Why is it so? First it is this group of materials that is associated with the strictest limitations for a possibility of purchasing them through ISTC. As it was mentioned above precious metals and their alloys, radioactive substances and others can be purchased only through “flow 1” that is through an institute. Therefore the procurement department personnel shall make sure at the stage of approval of the working plan that you erroneously failed to include them in the procurement summery “through flow 2”. And how can it be done if you do not describe these materials in detail? Secondly a very big number of these materials as well as lab animals may be purchased abroad only that is on CIP terms. Thus a customs clearance of these materials has to be carried out. But the customs personnel often ask for an extract from the working plan as a proof of the fact that ISTC is purchasing them exactly for the project purposes and does not abuse the given concessions. (It is especially characteristic of the Novosibirsk customs in the Tolmachevo airport.) And if the working plan does not have a detailed description of such materials that may become a problem during the customs clearance. Finally the project managers are often not very good at familiarizing with the prices for such materials as well as with the scientific equipment and specify them incorrectly. In order to correct the mistakes it is necessary to have a detailed description indicating the manufacturer, packing and catalogue numbers.

In general all imported goods purchased through customs are desirable to be described  in detail for it will give a possibility to check the correctness of financing the customs costs in the item “Other direct costs”.

And it is absolutely impossible to use terms like “Others” or “Unforeseen expenses” in the description. Everything should be foreseen in advance in an ISTC project.

3. Other direct cost summary
Appendix 3 gives an example of filling out other direct cost summery.

This table is filled out according to the same principles as equipment and material summery. The main problem to fill it out is that costs in this item are difficult to describe in a brief formal way.

Unlike all the other items the item “Other direct costs” is divided into five sections every one of which corresponds to an item of the financial summery. They are “Technological energy”, “Communication”, “Customs/Logistics”, “Subcontracts/Seminars” and “Others”. Let us consider every section in detail.

The sections “Technological energy” and “Communication” are more or less clear. It is supposed to be electricity, heat, gas supply costs etc. in the first case and while describing communication costs it is sufficient to mention what types of communication are meant: stationary or mobile telecommunication or internet. For the costs in these sections are made as a rule evenly through the project there is no need to indicate the amount for each quarter but it is sufficient to write in the item “Data needed” I-XII and indicate the total amount that is supposed to be spent for all the three years of the project.

There is another frequently asked question which is more interesting  - how much can be spent on energy and communication? In general it is ideally presupposed that the institutes bears all electricity, heating, gas, water and communication costs in the process of the project carried out within the institute and in the end ITSC partially reimburses the institute these expenses as a transfer of funds in the item “Overhead costs” (Overhead). But the reality often deviates from this ideal scheme and the communication and electricity costs have to be included directly to the item “Other direct expenses” in a whole number of cases. It happens oftener when the project stipulates above-standard expenses. For example accelerator tests are carried out or other energy consuming tests or an extensive amount of long distance or international calls are made or the project personnel travels a lot and they need a mobile communication etc. The finite authority that takes decisions whether the project money can be spent on this and how much is the project supervisor and he shall bear responsibility for the grounds of his decisions.

In this case it is important to meet two requirements – it is impossible to pay the institute itself and there should be developed an accounting system of electricity and communication costs for the project only separately from the institute in the whole. That is ISTC is ready if necessary to pay the project operation costs only but is not ready to finance other activities of the institute.

What flow - 1 or 2 shall the communication and technological energy costs be referred to? There are no limitations here; everything depends on the situation in the institute an the project manager’s intention. In general the procurement department does not wish to fuss around with a heap of small bills and we recommend referring these expenses to flow 1. However if for some reason it is not desirable they can be referred to flow 2 as well. The only limitation is projects in the CIS republics. The problem is that for merely technical reasons ISTC can make payments either in Russian currency or in a hard currency (US Dollars, Euro, English pounds, yens etc.) but not in the currencies of the CIS countries (tenge, lars, drams, sums etc.). But in these countries the payments for example for electricity is made in favor of state energy producers that make out bills only in the national currency. The same holds good for the phone bills. In any case the project manager should first clear out this issue.

Section “Customs/Logistics” of the item “Other direct costs” does not require special explanations either; this includes finances given for transportation and customs clearance of delivered and shipped goods. Here it is critical to estimate the necessary amount as precise as possible.

As it was mentioned above the customs clearance has to be paid for and this amount depends on the city where the customs terminal is, as well as the goods weight by volume, the intricacy of the covering invoice etc. While making the working plan the number of customs clearances to be made in the process of the project should be calculated and deliver a certain amount of funds for each one the estimate for which may be obtained from the procurement department personnel or ISTC branches (for the CIS countries). All customs charges are always referred to flow 2 excluding the projects carried out in the Novosibirsk region.
If the project assumes a transportation of large stocks of goods the transport costs shall be stipulated then. They can be referred both to flow 1 and flow 2. The transportation cost is hard to estimate because it depends on a lot of factors hard to forecast. An additional difficulty is in the fact that funds are written off this section not only when you hire a transportation company to ship anything but also when equipment and materials are purchased abroad and the supplier singles out in the bill the delivery cost from its warehouse to the customs terminal as a separate item. Sometimes this amount may reach rather high values. It is impossible however to forecast in advance which supplier will execute the invoice in this way and which one will include the delivery costs in the price of goods. In general it is recommended to appropriate funds with a surplus; if you do not spend them all the remaining may be spent for something else but if there is a shortage there may arise problems.

Section “Subcontracts/Seminars” of the item “Other direct costs” is the hardest to formalize. It includes too many various kinds of activity that as a rule can not be described in few words.

First it includes all construction, modernization costs and costs of repair of facilities. In this case it is necessary to give a short description of what is supposed to be repaired the area of facilities, what works are supposed to be carried out. The construction is always referred to flow 2.

Secondly it includes costs of all additional operations that will be ordered to be done by third parties on the commercial basis. As it was mentioned above these operations cannot be scientific and research and cannot be ordered by companies that are organization departments of the institute-executor. They shall be briefly described as well. As a rule the subcontract charges are also referred to flow 2.

Finally it includes seminar charges organized in the process of the project (basically it is leasing of premises and equipment for seminars, transportation services for participants etc.) as well as costs of training of the project participants in different training centers.

Section “Other costs” of the item “Other direct costs” includes everything that cannot be in any way referred to any of the four sections described above. It includes for example repair and maintenance costs, costs of leasing premises and vehicles etc. But in any case describing costs in this section it is impossible to be limited by the phrase “Other costs” or “Unforeseen expenses”. As in other sections of the summery here you should give a brief description of what the specified amounts are supposed to be spent on.

For each section of the item “Other direct costs” corresponds to its own line in the financial summery it is necessary to make sure that the value in each line precisely corresponded the appropriate value in the described summery. In case of any discrepancies the working plan will not pass the procedure of electronic approval and will be sent back for revision to the project manager. Therefore in order to avoid a loss of time it is better revise carefully everything from the very beginning.
4. Data for a single equipment item.

As it was mentioned above this summery in itself is the basis for waiving the tender procedure while purchasing a given item of equipment or materials and is filled out only when, on the one hand, the ISTC rules require the tender to be carried out (that is the item cost is over 10,000 USD) and, on the other hand it is inexpedient to carry it out for some reason or other. The main reason for excluding the tender procedure is that this item of equipment is technically unique and the possibility of its procurement only from an only supplier. Appendix 4 gives an example of how this summery is filled out.
One of the commonly made mistakes while making the working plan is preparing of such forms for all even very cheap items of equipment. Just nobody needs this unnecessary piece of work. It is unnecessary to fill it out either for expensive equipment if it is known in advance that there are several possible suppliers. The basis for waiving a tender like “I know this company personalluy and want to purchase from them and I do not know other suppliers and do not want to purchase from them” is not considered in ISTC and will be not accepted.

5. Summary of equipment/materials to be exported.

This summery was included in the text of the working plan relatively recently in connection with a significant rise in export operations made by the ISTC procurement department. What is it for?

As it was mentioned above the institute may in principal ship abroad to its partners or collaborators different materials or samples of developed devices produced in the process of carrying out the project by itself. But experience suggests that there are no appropriately qualified specialists in many institutes that could perform this work. Then this problem rests with the ISTC procurement department. But when an ISTC employee comes to a customs terminal and wishes to send something abroad then knowing that ISTC basically works with closed “defense” institutes the customs personnel start quite justly getting anxious in view of possible leakage of secret information.

Consequently we shall prove to the customs that the export is carried out strictly in accordance with the working plan of the project that was approved by the state and then the given export operation described in the project working plan is approved by the government of Russia or of the other CIS country. Only an extract from the working plan may serve as such a proof, such an extract specifying exactly what, when and where to the shipment is supposed to be made. Earlier such information was included in the text of the working plan often being incorrect and subject to various interpretations that caused problems with the customs clearance. It is for the purpose of formalizing the necessary export data this summery was adapted.

Appendix 5 gives an example of how it is filled out. What should special attention be paid to:
First every export operation corresponds to one line in the summery indicating the project quarter when this operation is supposed to be carried out. If you plan to ship something once you will have only one line if twice two etc. Secondly it is necessary to precisely describe the kind of shipped goods indicating the recipient address, number of shipped items and an approximate cost. The cost is given only for the purpose of customs clearance and has nothing to do with the transportation cost that depends on its weight by volume and distance to recipient as well as the method of transportation.

No way the cost of the shipped goods specified in the summery should be confused with the real cost of customs clearance and shipment operations. As it was mentioned above these costs are referred to the section “Customs/Logistics” of the item “Other direct costs” and may be both higher and lower than the assessed value of the shipped goods.

How is the correction of working plan carried out?

No matter how carefully the working plan of the project was made we rarely manage to precisely forecast in several years ahead the distribution of funds by items as well as the list of equipment and materials to be purchased. It often becomes necessary to additionally purchase equipment, to carry out earlier planned operations, to extend the project completion date etc. Because of the changing prices in some items may lead to saving and in other items – to cost overrun. Therefore it often becomes necessary to correct the working plan.

There are four ways of correcting the working plan:

1). Simple correction. Is carried out if a re-distribution of funds takes place between items without additional financing and changing of the project completion date.

2). Correction of working plan associated with additional financing. Is carried out when for some reason or other a sponsor (or a partner) additionally finances the project but the project completion date remains the same. In this case it is necessary in a way to distribute the newly received funds by items and consequently perform the correction of the working plan.

3). Extension of the project term without additional financing. Is carried out when for some reason or other it is necessary to extend the project completion date. In this case a re-distribution of funds takes place between items.

4). Extension of the project term with additional financing. Is carried out when a sponsor additionally finances the project for performing earlier planned operations. In this case it is obvious a re-distribution of funds takes place between items.

In the first case the correction is prepared by the project supervisor and submitted to the ISTC financial department with his signature. If, in this case, a significant re-distribution of funds takes place between items “Equipment”, “Materials” and “Other direct costs” and, consequently, the nature of tasks solved by the ISTC procurement department then the correction is preliminary approved in the procurement department.
In the other three cases the procedure becomes more difficult – unfortunately an Addendum is prepared for the project that should be signed by the persons that had signed the agreement itself that is by the ITSC Executive officer and the institute director where the project is carried out. Before the director signs the Addendum it passes through a procedure of approving in the ISTC contract department, the procurement department and the financial department. In the process of agreement the department personnel check the correctness of the addendum execution. Depending on the difficulty the agreement procedure may last several days to two weeks.

What should the attention be paid to while preparing both the addendum and a simple correction? If in the process of re-distribution of funds between project items it becomes necessary to purchase additional earlier planned equipment, materials and services then this additional procurement shall be described by means of a summery of the working plan.

For this purpose the same summaries as in the working plan itself are used but they include additional equipment and materials only but in no way all items to be procured and all the more the purchased earlier. However unlike the working plan the integrated cost of the equipment, materials and services to be procured is not correlated directly with the appropriate items of the financial summery. Why does it happen?

For example while doing a financial correction 3,000 USD are transferred from the item “Materials” to the item “Equipment”. Does it mean that an additional procurement is expected for this amount? No it is not always so. Such a transfer is made in order to adjust costs specified in the financial summery to actual costs and does not assume an additional purchase in the future. On the other hand the purchase of new equipment may be carried out on account of waiving purchasing of some other equipment that does not result in a transfer of funds from one item to another at all. Thus the values in the summery of financial correction are not associated with the values in the summaries of equipment, materials and services to be procured additionally.
Numbering of the items in such tables shall be continuation of numbering in the work plan itself or in the previous supplement. For example in the project work plan in Table “Equipment” there were 15 items. In the supplement to the project you want to purchase another two items. Consequently in the table “Equipment” included in the Supplement the numbers of these items will be 16 and 17. If after a while you wish to make another correction and purchase another piece of equipment then its number in the table will be 18 etc. That is every piece of equipment, material or work shall have its own unique number for each institute participating in the project. This is necessary when filing Request for procurement, where these numbers are specified, so that the project monitor can accurately identify which item from the work plan or Supplement to the project you want to purchase.           

If there are no tables in the correction of the work plan or the Supplement on project, then it is   automatically supposed that new purchases are not planned. 

 One often asks what these tables are for. Finally one can purchase equipment specifying in the request that it is purchased not on the “work plan”, without its preliminary description in the correction or Supplement to the project. As a matter of principle one can go this way. But at that you shall remember that the confirmation procedure of a request for procurement on the “work plan” is much simpler than that of request for procurement not on the “work plan” (this will be described in detail below). Thus having saved time at preparation of correction you will lose much more time during approval of requests not on the “work order”. If newly purchased equipment is described in the correction then from now on you prepare requests for its purchase specifying that purchase is performed according to the work plan and such request is approved faster and requires no additional substantiation. 

Moreover, project manager often have very dim idea of prices for equipment and materials especially regarding complex scientific equipment and commit errors in planning financial correction. If during preparation of a correction the tables are compiled with list of newly purchased equipment, then purchase managers have the opportunity to familiarize themselves with these tables at the correction approval phase and detect and correct introduced errors immediately. Unless this done the mistakes will show up all the same but in the course of the project and this can lead to big problems up to necessity to perform another correction etc. 

3. Equipment, materials and services purchase procedure.

What shall be done to commence purchase?

To start actual practical action on purchase, it is necessary to submit Request for procurement to the Procurement department of ISTC. One shall clearly understand that no procurement is performed automatically in compliance with the work plan. Unless the project manager lodges a request, nothing will happen.

All the requests are divided into two types – “on work plan” and “not on work plan”. In the former case Request for procurement specifies a piece of equipment, materials and services described on the table of the work plan or in the table included into the correction of the work plan or the Supplement to the project. In the latter case a request contains something which has never been described before but which is required to perform works on the project. In principle for the procurement department it makes no difference whether procurement is performed on work plan or not on work plan. It does not make the procurement procedure change. However, big difference lies in the request approval procedure.     

As a rule the request is prepared by the project manager and is sent by e-mail to the monitor to submit to procurement department for execution. But nothing hampers the monitor to prepare a request himself, provided he wants to do it.     

If the request is “on the work plan” then is signed by the project monitor and immediately goes to the procurement department for execution. If the request is “not on the work plan“ then its approval procedure becomes more difficult. The requests to the amount of 500 USD can be approved the project monitor, the requests to the amount of 2.500 USD can be approved the projects chief monitor of the corresponding department and the request to the amount in excess of 2.500 USD are approved by ISTC executive director deputy in charge of the corresponding technical department. In any event request “not on work plan” shall also be accompanied by a explanatory note substantiating the necessity of such procurement and explanation of concurrent redistribution of financial assets (implementation of economy on other budget items, rejection from part of scheduled purchasing etc.). Involvement of additional experts into approval procedure (often busy with other tasks and directly miscognizant of a specific situation in the project) inevitably results in the risk that approval of the request “not on work plan” can take much time. Just for this reason one shall strain to carefully prepare both the project work plan itself and its corrections and one shall avoid procurement “not on work plan”.   

Often the project managers go for a little trick to bypass the necessity of request approval by chief monitor or executive director deputy: they divide a request into several smaller ones so as to the cost of each shall not exceed 500 USD. This is explained of course by the necessity “to fight red tape” (see introduction). So, it shall not be done this way. That is all easily tracked and will not give anything except for loss of time and necessity to remake everything.  

How to fill in a Request for procurement?

In Appendix 6 there is an example of compilation of a Request for procurement. Unlike all the above described tables, the table of Request for procurement is made in Excel and filled using a special program developed by ISTC IT department.  

Let us see the form of request with more attention. You can see that some of its fields are gray. These are the fields to be filled in. Examine them in more detail moving from the top downward.

1. Project No. In this field you specify the project number on which the procurement is performed.

2. Request number. In this field you specify the index number of Request for procurement. Each request shall have its number and each number shall be unique. Lodging of two different requests with the same number on a project is not allowed. This number is not necessarily a digit; it can be any combination of digits and letters suitable to the project manager. If several institutes are involved in the project and all of them lodge requests independently from each other then the project manger shall develop such a request numbering system for the requests lodged to have different numbers. Thereafter during application to the procurement department regarding progress of work over the request you shall exactly refer to that unique number.   

3. Institute name. This field specifies the name of an institute the procurement is performed for. Here and hereafter all the fields are filled in English. 

4. Institute code. Each institute working on ISTC projects has unique three-letter identifying code. This is done to exclude various reading in writing of an institute name, the specific meaning of this code you can learn in the ISTC finance department or from your monitor.  

5. Full postal address. Full postal address of an institute the procurement is performed for.

6. Phone/Fax/E-mail. Phone, Fax, E-mail of a project participant responsible for equipment procurement in the given institute. The project manager can be this person as well as another project participant assigned by him. 
7. Contact person. Name, last name and patronymic of a project participant responsible for equipment procurement in the given institute.

8. Indicate if item(s) is in the Work Plan (Y/N).  In this field you specify «Y», if procurement is performed on the work plan, and «N», if not. As specified above this leads to different approval procedure for a request in ISTC, but has no affect on procedure процесс.
9. Indicate if shipment should be delivered to your Institute (Y/N): In this field you put “Y” if you wish the procurement department to organize delivery of purchased equipment and materials directly to your institute. If you put “N” then you should receive the ordered goods either from the ISTC warehouse or a warehouse of a supplier company. You should remember that delivery is not free of charge and if you want it to be done then you shall provide relevant funds for this.  
10. Item No. in the Work Plan. In this column you specify item number in the work plan for each purchased piece of equipment, materials or services. Apparently this number is put only orders “on the work plan”. The number consists of a digit – item number in the table and a letter - the name of the table (E – equipment, M – materials, D - other direct expenses). For example 5E means the 5th item in the table of equipment, 11M – means the 11th item in the table of materials, 1D – the 1st in the table of other direct expenses. Several items of the request may correspond to one number. For instance if in the table of material it is written “Office suppliers” then in the request a long list of ordered materials can correspond to this item.      
11. Description-Specification-Measurement Units. This column contains full description of purchase equipment, materials and services. Above in the description of work plan table compilation it was noted that there is no necessity to accurately describe the office equipment and materials assumed for procurement. But in the request you shall describe it in more detail since consequently you will get what you described. If the description is not specific enough and will not allow to unambiguously identify the purchase equipment or materials then such request will be returned to the monitor as inexecutable.         
12. Qnt. Quantity of purchased pieces of equipment or materials.
13.  Est. Unit Price (US$). Estimated cost for unit in US dollars. If goods are sold in other currency, as a rule, for roubles or euros then prices shall be re-counted to dollars according to a cross rate. One shall remember that this number is estimated and one should waste much time for accurate recalculation from one currency to another.   
14. Amount (US$). Total cost of all purchased units of this item in US dollars.
15. Total. Total cost of all equipment and materials on this request.
16. Remarks. The field of remarks and comments. This is an only field of a request not to be obligatorily filled. Any comments of the project manager for Procurement department are put here. For instance, you can specify here the coordinates of a supposed supplier.
The form filled this way is emailed to the project monitor. The monitor puts it into the system of electronic document flow electron affixes a digital signature and forwards it to the procurement department for execution. The signature of the project manager is not required here, but the monitor can himself determine the who from and in which form he will receive the request files.  

It should be noted that one request for procurement may include both equipment and materials and services.

What shall be put a stress on at compilation of requests?

Let us consider several most characteristic mistakes at compilation of requests for procurement.

1). One shall not include procurement on the work plan and not on the work plan into one request. If want to make simultaneous procurement of, even from one supplier, equipment or materials, included or not included in the work plan, then you shall lodge two requests, one  for procurement on the work plan, and the other for procurement not on the work plan. These requests must have different numbers.

2). The cost of purchase equipment shall not be specified in other currency than USD. If previously received a commercial offer from a potential supplier in other currency then all prices shall be transferred into USD on the cross rate. As the request prices are estimated then such conversion may be performed approximately using a conversion rate as of moment of a request compilation. It is obvious that actual prices of a purchase will differ from those specified in the request and will depend on exchange situation.

3). It is forbidden to specify the institutes apparently non-participating in the project. In  a variety of projects there are situations when certain institutes apparently are not included to project participants. According to ISTC rules it is formally inadmissible, however, in some cases when participation in a project of an institute is limited by work of several employees there may be exclusions. Absence of an institute on the list of project executors means, in particular, that employees of such institute temporarily (for a period of a project implementation) work for one of participant organizations and it takes responsibility for their availability to meet with auditors and permits use to the equipment on its area. On shall bear in mind that if actual use of equipment will not be performed on the area of a participant organization, it will be a grave breach of terms of agreement on the project and a participant organization shall be liable for such breach.  

4). One shall not give inaccurate description of equipment and materials. If the request has inaccurate description of equipment and materials for procurement, the procurement manager shall return it to the monitor as inexecutable. 

It is a bit different case with procurement of computer equipment and office equipment. E.g. if you specify in the request a LCD-Monitor 17” at a price up to 400 USD that will mean that the brand of a monitor and its specification are of no importance to you and you will get a monitor for this money. If the brand of a monitor does not matter to you, but its specification count, for instance, resolution then you may write down LCD-Monitor 17” (1280x1024) and you will get a certain monitor but with the required resolution. At last, if you chose the definite model of a monitor, then you have to write LCD-Monitor 17” Samsung 173P. in this case you will get the specific model of a monitor provided it is available on the market and its costs is within the specified limits.  

In a word if something in the description of purchase equipment is important for you that must clearly be specified in the request. Unless you do it no claims will be accepted regarding you got something you did not want to get.   

5). At procurement of materials it is necessary to specify a producer company (supplier) unit of measurement (or package). Often at procurement of materials especially chemicals one tends to forget to specify units of measurement. This leads to the fact that it is incomprehensible how much of that material needs to be procured. Many suppliers of chemicals, for example, Sigma-Aldrich in its catalogues specifies on and the same material in packages of different six at a different price. At ordering you should specify not only its full name but also package size. If material is not packable, you shall specify units of measurement – gramme, kilogram, litre, meter etc. 

6). At compilation of a request you shall not specify prices of just. Often at compilation of a request the project manager does not apply for a commercial offer to a specific supplier, but uses data obtained from internet. At present there are several search engines like Price.ru in internet, which enable searching for goods on their name. But one should regard information obtained this way very carefully. Often sellers, intentionally for attraction of clients, give apparently cut prices which turn to be either “a price less VAT” or “wholesale price at procurement no less than 100 pieces” or “a price expressed in conventional units which are conversed into roubles at a rate of 1 to 31” etc. 

If specify such an unreal price in the request then such a request can not be executed and will be returned to the project monitor if the excess is substantial.

Generally in this case one needs to look not at lowest price but at the price at which these goods are sold by majority of suppliers. For instance, twenty companies in Moscow sell something at 1.000 USD, but one company sells at 700 USD, this does not mean at all that you have scored and you have found a good offer, most probably this one company simply found a certain method of misinforming customers nothing more. 

We have to make a special stress on prices for scientific equipment on the North American market. The fact is that many American and European producers have different prices for same product in different countries. In USA and Canada where direct sales system is widely developed, prices for equipment are posted directly in internet on american sites of producer (with .com extension) but less taxes which differ from state to state and specifying “Valid only for sale inside the US and Canada”. The project managers pay no attention to this remark and put those American prices in a request. However during application to a producer he forwards a inquiry to his own russian or european rep office and it turns out that process for Russia are 30% higher than for the USA, for “such is our corporate policy”. 

The same story is when you turn to your american partners who naturally give their american internal prices to their colleagues from CIS countries thus misleading everybody. The best way to avoid such situations is consulting with employees of the procurement department during compilation of a request. They have a large experience in procurement of various equipment and they always can give you qualified advice.  

7). At procurement from local suppliers one can not note prices without VAT. Often the invoice from local suppliers the unit prices are noted without VAT, and at the end of an invoice VAT stands out as a separate line before the final sum of an invoice. In this case in the Request for procurement you shall note a price for each unit increased by the value of VAT in relation to the price specified in an invoice. At that the total sum of a request shall equal to the sum of the enclosed bill thereto taking into consideration of conversion of local currency to USD.  

How to draw up a request for a service contract or subcontract?

We must make a stress  on preparation peculiarities of the requests for subcontracts and service contracts. Generally, such contracts are concluded for complex, extended in time works which are impossible to describe in few words in the fields of the table of a request for procurement. 

Therefore you shall prepare a separate file with a work specification. This performance specifications shall contain accurate and detailed description of a work target and all principal technicals connected with its performance as well as accounting forms of the work progress which supplier must render to ISTC. In the request it is necessary to note reference to an enclosed file with these performance specifications in the Remarks field.    

Procurement department employees are not engaged in analysis of the rendered performance specifications in terms of its accuracy and completeness but simply use it for conducting a tender and negotiations with potential suppliers. If during a tender its participants will have questions of a technical nature then they will be readdressed to the project monitor for getting answers thereto. In case of absence of such answers or answers fail to satisfy the tender participants the request will be returned to the project monitor as inexecutable for processing and holding a new tender.  

All contracts for works within the institute, for example, repair works, works on mounting the system of ventilation and conditioning, construction of LAN etc. must be three-party. The third party signing such a contract (except for ISTC, Contractor Company) is the institute, since performance of works inside its area imposes certain obligations on the institute administration which shall be clearly described. Payment for work on such contracts shall be carried out only if the relevant acceptance certificates are signed by an executive of the institute who himself signed the contract and are certified by the institute seal.  

What supplemental documents are to be enclosed to the request for procurement?

As  presently constituted if you lodge the request for procurement “not on the work plan” then you shall enclose the letter with substantiation of necessity for such procurement. Depending on the sum of a request the letter is either addressed to the project monitor or for the Chief monitor or for Deputy executive director in charge of the relevant technical department. The letter is sent to the project monitor via electronic mail along with a filled in request.

In many cases the project manager may singly conduct negotiations with a potential supplier of equipment or materials and enclose an already written account to a request. In this case the account shall be scanned and sent to the project monitor in electronic form along with a request. In this case in the Remarks field of a request it is necessary to put reference to a potential supplier with his coordinates and specify that the bill or commercial offer from the supplier is enclosed to the request. The procurement manager who will get this request may either agree with an offer of the project manager and lodge an order with the company chosen by him or reject it, if considers that he can procure the requested equipment on more favorable terms for ISTC.    

If procurement is made for sum more than 10.000 USD, then according to financial rules of ISTC it is necessary to hold a tender procedure. In this case the commercial offer sent along with the request is considered as preliminary. At tender the procurement department will officially inquire the companies offered by the project manager together with the rest and a contract will be concluded with a company which will offer cheapest technically acceptable solution.

Sometimes at bulk purchase of materials (the list may contain several hundred items) it is not necessary to describe all these items in detail in the request and it is enough to note total sum and the reference to the enclosed bill from the supplier.

How to draw up an account from a potential supplier?

The project manager can draw up an account for payment at a potential supplier, especially when it concerns small procurements in remote place from Moscow. What shall be done for this and what shall be paid attention to. 

 Firstly the account must be drawn up for ISTC rather than for your institute, as an account is always drawn up for the company that pays for goods. At drawing up an account some companies inquire the bank details of ISTC (INN - taxpayer identification number and etc). this data can be obtained in the procurement department.

Secondly at drawing up an account in RF it is necessary to warn the company that a payer, i.e. ISTC, is a foreign organization or a “RF non-resident”. The fact is that according to Resolution of the Government and Central Bank of Russia there is established a special mode of rouble settlements between a resident that is a Russian supplier company and a non-resident, foreign organization, one of which is ISTC. For a company it means additional fuss on drawing up a heap of documents at entering money transferred to ISTC into the account. Therefor many suppliers refuse to draw up an account to ISTC especially when it concerns fractional amounts, on the reasonable assumption that income earned in such a manner will not compensate expenses. If you draw up an account to a company without warning that ISTC is a non-resident it can easily return the money transferred by ISTC and that is quite a complex procedure.       

Thirdly, as a rule, ISTC will not pay an account in advance. Payment after delivery of the ordered equipment or materials contradicts the common practice in CIS countries. Consequently you shall precondition these special conditions with a company. If a company categorically refuses to supply goods without prepayment we will work with it just in case we fail to find another company ready to supply goods on our conditions.   

Fourthly, for projects implemented in other towns of Russia it is necessary to precondition the problem of authority. If you write up goods with a local company, for example in Novosibirsk, then for its receipt the payer, i.e. ISTC shall transfer the supplier a letter of authority for right to receive goods draw for one of project participants. However, the problem is that according to Russian laws the letter of attorney shall be rendered in the original or the way it is called “with a wet seal”. A letter of attorney may sent by mail but delivery speed and probability of its receipt will be low; one can use services of express mail like DHL that will be quick and reliable, but expensive. 

Usually the negotiation with a company is that a letter of authority is faxed and the goods are shipped on the fax copy and then project representatives take the original to Moscow and give it to the accountant's office a local supplier.

Finally at billing from suppliers in CIS country on should remember that ISTC has no capability to clear in local currency and accounts must be drawn either in USD or in Euro. 

All these issues were settled long ago with many local companies in cities with many projects running. You can turn to Procurement department employees and get the list of local suppliers. If none suits you; you select others but then you will have to precondition with him all the above mentioned problems.    

How is the request registered in the procurement department?

Upon approval of a request it is transferred to the procurement department for execution. At the first stage the presence of funds in the project is checked whether they are enough to execute the request. The Finance Dpt daily transfers to the procurement department the table with information on surplus balances by articles “Equipment”, “Materials”, “Other direct expenses” on the flow 2 for each project and each institute. If sum of surplus balances on these 3 articles for this Institute exceeds the total cost of the request then is accepted for execution, if less, it returns to the project monitor. 

At that it does not matter to the employees executing procurement what exactly you plan to buy. Let us consider the example: you want to buy equipment to the amount of 10.000 USD but you have only 8.000 USD on the item «Equipment”, but you have 5.000 USD on the item “Materials”; the request will be accepted for execution, though formally you do not have enough money for equipment. Missing 2.000 USD will be taken from the Item «Materials”, upon completion of procurement on the Item «Equipment” you will have over-expenditure of 2.000 USD and at the end of the quarter you shall have to make correction of the work plan adjusting desired expenditures in accordance with actual ones. Such opinion of the procurement department is accounted for the fact that we proceed from the assumption that while lodging a request both the project manager and monitor fully analyzed probable consequences for other budget item of the project as well as by unwillingness to bring in additional supervising functions which could be interpreted as increase of high-level red tape as it is (see introduction). 

If you want to use money from other items for procurement, fro example, from business trips you will need to make preliminary correction of the work plan and only then lodge a request.

Upon inspection of money availability the management of a procurement department will pass a request for execution to one of the department managers specializing in procurement of these equipment, materials or services. The request is registered and it is assigned a internal unique five-digit number, under which it is input to the request database. If heterogeneous equipment is collected within a request (for instance, computers and scientific devices) which is undesirable to do then such a request is divided into two or more parts and each part is registered to the relevant procurement manager as an individual request and each will be given its own unique internal number.       

Antonina Gorelik manages registration of requests in the procurement department (tel. 983-32-44), calling her you can obtain information on when the request entered the department and which manager received it for execution.  

How does a procurement manager execute the request?

Upon receipt of the request the procurement manager enters upon its execution. The performance procedure of a request depends upon its cost. At procurement to the amount up to 10.000 USD tender is not necessary, the procurement manager can place order with one of suppliers of this type of equipment, materials or services. Such supplier can be the one offered by the project manager. But the procurement manger can hold a tender even if procurement cost is less than 10.000 USD, provided that the delivery conditions of an offered supplier seem non-optimal and he knows that a better variant can be found.        

At procurement to the amount of more than 10.000 USD tender is obligatory, unless there are grounds for exception to this rule. What are exceptions to a tender? They are detailed in the financial rules ISTC:

1. Procurement of unique equipment or materials from the only possible supplier. In this case at drawing up a work plan it is necessary to fill in the relevant form described above.

2. Procurement to the amount up to 25.000 USD of standard equipment with a company which repeatedly won the tenders announced by ISTC and which has the relevant framework agreement on  discounts with ISTC at delivery of this equipment for the projects. The list of such companies can be obtained in the procurement department.

3. There are grounds for partner projects to procure from the definite supplier signed by a partner responsible representative, financing this project. In this case the partner has to fill in the form given in Appendix 7 and hand it to the procurement Dpt along with a request.      

4. Necessity to meet the requirements of standardization and/or compatibility with already installed equipment, which exclude use of analogues from other suppliers.

At a tender the project manager can offer one, two or more companies as its potential participants and enclose previously received commercial offers from them to the request. But these requests will be considered only as preliminary and no final decisions will be taken based on them. The procurement manager is obliged to inquire all these companies along with those he considers necessary to inquire and only the answers which are received based on formal requests of ISTC will considered while taking final decision. 

What is the procedure for tender?

The tender procedure depends on request amount and is of three types.

At procurement to the amount up to 150.000 USD the procurement manager sends inquiries to three or more companies specializing in delivery of this equipment, materials or services on special forms called “Request for quotation” by fax. Upon receiving such request a company employee, participating in tender, fills in the received form and returns it to the procurement department also by fax. Companies are given definite time to provide answers which is specified in the request. If a company fails to provide an answer in due time, then this company is considered to have no interest in such a delivery. If by the end of tender the procurement manager has three offers as minimum, he closes the tender. If there are no three offers, he can, as agreed upon with the project manager and monitor, either prolong the tender with a preliminary inquiry of other companies or take a decision based on the two or even one answer.

At procurement to the amount from 150.000 USD up to 1.000.000 USD the answers from companies come in sealed envelopes. Upon end of the tender the so called Procurement Authorization Comity (PAC) gathers which comprises representatives of different departments of ISTC and envelope opening with tender offers takes place at this meeting, all the participants of PAC sign the received answers and the opening protocol is drawn up. The materials are handed to the procurement manager who analyzes them and prepares a final decision to be approved at next session of PAC.       

Finally, at procurement to the amount more than 1.000.000 USD the procedure of an open tender is performed. In this case the announcement of tender is published in mass media and any company having read it and interested in this delivery can participate therein. Hereafter the tender procedure is similar to that described above. 

Who takes a final decision according to tender results?

The procurement manager conducts a tender, analyzes the offers received from companies and processes them summarizing into a general comparison table. Based on this analysis he writes a recommendation on a supplier selection and delivers it for his management’s approval. Before that he shall introduce result to the project manager and project monitor. Who takes the final decision?

  At procurement to the amount up to 50.000 USD such decision is taken by one of the two of ISTC Director Deputies on contracts and procurement, monitoring the work of this procurement manager.

    At procurement to the amount up from 50.000 up to 150.000 USD the decision is taken by ISTC Director on contracts and procurement. 

At procurement to the amount up from 150.000 up to 500.000 USD the decision is taken at PAC session and is approved by ISTC Director on contracts and procurement.

At procurement to the amount more than USD 500.000 the decision is taken at PAC session and is approved by ISTC Executive Director.

How can project manager affect the choice of a supplier?

As has been mentioned above the project manager can offer the suppliers for participation in a tender, who he had preliminary negotiations with and he would like to procure necessary equipment with.

The decision on a supplier choice is taken, as a rule, based on the price,  the company is selected which is ready to make delivery or accomplish works for least money. It often happens that the company offered by the project manager does not turn out to be the cheapest and preference is given to another supplier. Can the project manager insist on his choice and how can he do this? 

Yes, he can insist on his choice but for this reason he shall submit the procurement manager a written substantiation why he is not satisfied with a cheaper company. This substantiation shall be reasoned or reduced to the fact that the decision offered by a cheapest company is technically inadmissible and will not allow to accomplish works on the project or shall be reduced to the fact that this cheaper company renders no additional but still important services fro the project.    

For instance, the supplier recommended by the project manager is in his town and is able perform warranty repair of equipment on site, but cheaper repair is in Moscow and in case of equipment failure it shall be delivered to Moscow at expense of the project. Or a more expensive supplier offers a longer period of warranty service etc. 

ISTC has no right to consider substantiations built on the argument like “I know this company, I trust it, I do not know another one and do not want to work with it”. 

The substantiation prepared by the project manager is submitted by the procurement manager to the management of different levels depending on the amount of procurement along with his own recommendations and the management takes a final decision which is already without appeal. 

How is a contract with a supplier prepared?

Upon selection of a supplier through a tender procedure or without it the procurement manager prepares a contract with a supplier. Depending on complexity of a delivery, that can be a simply drawn account to ISTC (which is a particular case of a contract) or a detailed contract.  Contracts, as a rule, are concludeв during performance of different complex, expanded in time works, for instance, at construction, but company can require conclusion of a contract at a simple delivery of equipment. 

As a rule, ISTC makes no advance payments and makes payment after delivery of equipment and materials or accomplishment of works. But in many cases we have to make certain partial or full advance payments. As a rule, this happens when there is a single supplier of some rare goods, which refuses categorically to accept ISTC terms.   

Unless ISTC makes advance payment on the account then the so called “Purchase Order” is sent to a company. In point of fact that is a letter of guarantee of payment based on which ISTC is obliged to make payment to the company within 30 calendar days for the goods to the specified account. The Purchase Order is signed by ISTC Procurement Director or by one of his deputies and is a official document upon receipt of thereof the company can enter upon delivery of goods or operations performance. 

Any deliveries made by suppliers to the institute without a received Purchase Order from ISTC or without a signed contract based on “verbal arrangement” with the project manager will neither be considered nor paid.  

In many cases before conclusion of a contract during procurement of foreign equipment and materials the supplier company can require provision of so-called End-User Statement. This document contains data on End-User and the usage targets of purchase equipment (materials). Based on this document the supplier can refuse to deliver provided it contradicts the export control regulations of the country of his presence. As a rule, such decision of a supplier is final and without appeal.  
In case of receipt of equipment (materials) on the basis of a End-User Statement the institute has no right transfer it to the third parties for use.

How is payment performed on a signed contract?

Upon signing the contract or dispatch of a Purchase Order to the company a procurement manager delivers the copies of documents to the Finance department which makes project funds “reservation” based on them. The funds required to pay for delivery are reserved on a special intermediate account for paying supplier in case of fulfillment of his obligations before ISTC. This is done to guarantee the Center’s fulfillment of his obligations before a supplier, thus excluding possibility of spending within a period before execution of an order.

Payment to a supplier is made based on the document confirming goods dispatch or completion of works. A way-bill, air waybill, delivery-acceptance certificate, acceptance certificate and etc. can be used as that document. Upon receipt of such document the procurement department instructs the finance department on transfer of frozen funds onto the company account.     

This procedure often arouses bewildered questions of project managers. The fact is that in the report of a financial system SCALA funds are written off the project at the moment of their reservation and many managers believe that writing off amounts from their project is equal to payment to the suppliers and get puzzled: “we did not receive any equipment and the procurement department already paid the company”. We underline it again that payment is made only after receipt of dispatch document and by no means connected with the moment of writing off amounts from the project by the finance department

If a supplier fails to make delivery of equipment or accomplish works within the promised terms, ISTC procurement department, as agreed upon with the project manager and monitor, can terminate the signed contract or cancel the placed Purchase Order. In this case the reserved funds “defrosted” and returned to the project for further use.

How can purchase equipment or materials be received?

As it has been mentioned above, equipment and materials delivered for projects can be received from either ISTC warehouse or directly from the warehouse of a supplier company.  

In the former case you shall contact the employee of the Procurement department Denis Tyukin (tel. 982-31-61) responsible for delivery of equipment from the warehouse and arrange the time of receipt of equipment or material by you from ISTC warehouse. Either the project manager can receive equipment or a person with a letter of authority written by him. 

In the latter case you shall draw the letter of authority on goods receipt from the warehouse of a supplier through a manager. You shall take the letter of authority from the Procurement department in the original as in compliance with RF legislation and other CIS countries goods are shipped based only on the original letter of authority. As it has been mentioned above, if a project is implemented far from Moscow and it is not physically possible to collect a letter of authority immediately, you shall come to an agreement with a supplier as to the fact that goods will be shipped according to a fax copy of a letter of authority and the original will be provided later. In CIS countries a letter of authority can drawn up in the corresponding branch of ISTC.      

In case when payment fro the shipped goods is made after delivery, the supplier interested in receipt of money himself sends the necessary payment document to the procurement department. In case of DDP procurement a waybill or an acceptance certificate and an invoice are such documents. (Invoice is a document fixing the cost of paid-in VAT by a company) if delivery is CIF – a consignment note and covering invoice.     

If payment was made in advance, delivery confirming documents shall handed to the procurement department by the project manager within two weeks. If a project is implemented far from Moscow the documents can be faxed and the originals can be delivered later. The project leaders often forget do that and it entails difficulties closing settled accounts. In principle, the procurement department can refuse to accept new requests from the project leader until he accounts for goods receipt or operations performance on all previously paid bills.

4. Legal implementation of purchased equipment.

As it has been mentioned above, the last stage in purchase of equipment and materials for ISTC projects is legal implementation of their presence in the institute. Let us consider this stage in detail.

What is the legal status of purchased equipment and material?

Purchased equipment and materials are property of ISTC which transferred to the institute for “temporal noncommercial use” to perform works under the project for which they were bought. It very simple as to materials it is consumable goods which are written of right after their transfer to the institute. It is more complex with equipment. It shall be stored in the institute, but at that it is not transferred into property of the institute but remains on ISTC balance. Consequently it is necessary to draw a certain document fixing relations ISTC – institute regarding storage and use of equipment and letting the accountant's office of the institute put the delivered by ISTC on so-called “off-balance accounting”. Delivery-acceptance certificate is such a document which the project manager shall draw up within a month upon receipt of each batch of equipment.
How is a delivery-acceptance certificate drawn?
In Appendix 8 there is an example of drawing up of a delivery-acceptance certificate between ISTC and the institute. What shall be paid special attention to. 

Firstly the certificate includes only those units which are equipment and consequently are subject to register and storage.  

Secondly each unit of purchase equipment shall be included in the certificate separately with its own serial and inventory number. For instance, you purchased five identical monitors which differ only in a serial number. Consequently, you need to enter five records into the certificate giving each monitor its unique inventory number as required by the Appendix. The inventory number consists of a project number and an index number of a piece of equipment purchased for this project. Inventory numbers shall not repeat for one institute, but they can repeat for different institutes in one and the same project. The finance department requires an inventory number to be marked on each piece of equipment in an easily accessible place. 

Thirdly the Certificate on the part of the institute is not signed by the project manager, but by Institute Director or one of his Deputies and witnessed by a round seal of the institute; and on the part of ISTC by Procurement Director Deputy in charge of equipment procurement and also is witnessed by ISTC seal. For the projects implemented in CIS countries the delivery-acceptance certificate can be signed by a manager of a corresponding ISTC branch and certified by a branch seal. The requirement to sign the Certificate by one of Institute managers is principal, since thу meaning of this document is to lay responsibility on the administration for safety of ISTC property temporarily handed over to the institute.      

The Certificate shall be made in duplicate within a month upon receipt of equipment. One copy remains in the institute, the other is in the procurement department of ISTC.

What to do if the equipment transferred to the institute is lost?
Sometimes there are losses of the equipment delivered by ISTC in the institute. As a rule it is theft of office equipment. Most often mobile phones and notebooks are stolen in public transport and from the apartments of project participants. What to do in this case? 

If such trouble happened to you it is obligatory for you to apply to police and receive a standard note of stealing fact and action on this fact. The note is submitted by the manager to the project monitor along with a explanatory note. The project monitor in his turn present the materials for the next PAC (Procurement Authorization Comity) session where the stolen equipment is written off. In the database of ISTC inventory there will be put a mark with a date of its write-off.  

However, write-off of the equipment does not mean that project will be made up for it cost. If the stolen equipment is very important fro project implementation, the manager shall at his own discretion find extra-budgetary resources for procurement of new one on account of waiving the procurement of something else or conducting correction and transferring funds from other items, for instance, business trips or grants.  

If fire took place in the institute premises in the course of which the equipment of ISTC was destroyed, the write-off of burnt equipment is carried out on similar procedure, but instead of the note from police the note from fire inspection is submitted.

The procedure of guarantee and afterguarantee service of purchase equipment?

The procurement department, as a rule, purchase equipment subject to warranty service within a definite period established by the producer. Guarantee cards are transferred to the project along with equipment. If equipment fails within this period the project manager shall turn to the closest service center and deliver it to the center for repair. The procurement department employees are nit involved in warranty repair and can be involved in case a conflict arises between project representatives and a service center requiring interference of ISTC as an equipment owner .

At procurement ISTC tries to acquire equipment with service maintenance in a place of the project implementation. Many types of special scientific equipment are possible to purchase only abroad and their service centres are located there. If such equipment needs to be purchased, one should understand that, in case of its failure all expenses for its transportation there and back as well as for double customs clearance (at dispatch of an inoperable device to the producer and at its receipt in the repaired from) will be born by the project. Sometimes these costs are so high that make warranty repair senseless. 

If a device fails after expiry of warranty period then its repair can be performed in the same service centers but for money. To pay for repair you shall draw an account in the service center and give it to the project monitor along with a standard Request for procurement. However, the project manager can pay for repair from he funds transferred to the institute “on flow 1”. If repair cost is so high that makes it economically senseless or if a device is not subject to repair it shall be written off.   

For writing off the project manager submits the monitor an explanatory note along with a relevant conclusion of the service centre. The project monitor directs the received materials for the next PAC session where broken equipment is written off. As well as in case of theft the writing off does not mean compensation of equipment cost to the project.

What to do with the equipment upon project completion?

ISTC can theoretically take back its equipment upon completion of the project and transfer it to another project implemented in the same or another institute. But it does not happens so in practice and the equipment remains in the institute upon completion of the project still being property of ISTC. Is it possible to transfer the equipment into property of the institute?  

As above, all the equipment purchased by ISTC can be divided into two big groups – purchased considering tax benefit and without them. The equipment purchased without tax benefits can easily be rendered to the balance of the institute without any additional payments on its part. The privileged equipment can be passed onto the balance of an organization not having privileges (i.e. institute) provided it pays state all the taxes not paid by ISTC during import of that equipment multiplied by the refinancing rate of Central Bank of Russia over a period from import to its transfer to the institute. It is a sufficiently large amount and institute can not pay it.    

Moreover, institutes are reluctant to take even non-concessionary equipment on balance as this implies only additional tax burden and unnecessary paper red tape for them. 

Therefore, a decision was taken that upon completion of the project the institute will take the equipment purchased by ISTC both concessionary and non-concessionary for “termless safe custody”. For this reason between ISTC and the institute the relevant certificate is signed which is prepared by the project manager jointly with the agreement department of ISTC. This certificate includes all the equipment purchased under the project for the whole period of its implementation, which was purchased both through ISTC (on flow 2) and through the institute (on flow 2).    

How long will the institute have to store the equipment given by ISTC?

Though the institute is obliged to store the equipment received from ISTC on “termless” basis, it is understandable that nothing is everlasting and termless under the sun. in the course of time equipment fails, wears and undergoes obsolescence. In a few years it turns into castaway rubbish. It is especially characteristic of office equipment and computer equipment. Therefore it is understandable why institutes want to get rid of burdensome ISTC property. Is it possible to do?

To answer this question we should again turn to division of equipment into purchased considering tax benefit and without them. If the equipment is non-concessionary it can be written off and destroyed in a few years upon completion of the project. The write-off term depends upon the type of equipment and can vary from three to ten years. To write off equipment the Institute director applies with a letter to ISTC Contract and Procurement Director in which he sets out the list of written off equipment specifying serial and inventory numbers of each unit as well as the date of its purchase and the date of project completion.   

If the equipment is concessionary that is imported using ISTC tax benefits at present there are no means of its write-off. The secretariat of ISTC works on solution that problem but it is far from completion.  

5. Instead of conclusion: Who is who in the procurement department.
In the end we would like to put stress on the structure of the Procurement department and on segregation of duties between its employees. This information will facilitate your comprehension of who you should approach to solve one or another problem.   

In the figure in Appendix 9 the structural diagram of the procurement department is set out. 

At present 19 persons work there. ISTC Contract and Procurement Director is in charge of the procurement department. At present this position is taken by Eckhard Zavadski, representing  European Union. He has two deputies – Natal'ya Lepeha (USA), in charge of subcontracts and service contracts, and Dmitrii Ivlev (RF), in charge of equipment and materials procurement as well as of customs and logistics.

Evgeniya Senyukova, Elena Fedorova and Antonina Gorelik – their personal assistants. Besides Antonina Gorelik is responsible for reqgistration od requests entering the Department and you can always learn from her whether your request came from the project monitor, when it came and to which procurement manager it was given for execution. Evgeniya Senyukova is also in charge of registration of all incoming and outgoing letters as well as preparation of documents to write-off equipment transferred to the institute.

Procurement managers are basic employees of the procurement department. At present there are 7 of them, two of them (Andrei Studenov and Kirill Mudrov) work under direct leadership of Natalya Lepeha and are involved in conclusion of subcontracts and service contracts including those on repair and construction. The five procurement managers work under leadership of Dmitry Ivlev and are involved in equipment and materials procurement. All the endless nomenclature of procurement is divided between them based on their educational level and personal experience as follows:

· Dmitrii Ivlev – computer equipment, office and household appliances, means of communication, furniture.

· Aleksandr Ryahovskii – complex scientific equipment, predominantly measuring instrumentation, pumps, scales, centrifuges, commercial refrigerating system, cryogenic technique, system of water-purification, ventilation and conditioning, heaters, machines and etc.

· Andrei Voinov – scientific equipment, mainly connected with  optics – microscopes, professional video and photographic cameras, spectrometers and chromatographs, laser equipment, optical convetors etc.

· Natalya Krylova – chemical materials and lab vessels.

· Natal'ya Yanbaeva – chemical materials, constructional materials and alloys, radioactive materials and isotopes.

· Andrei Gryaznov – lab animals, feeding stuff and equipment for their keeping, biological substances and objects.

One should make a separate stress on the group of customs and logistics headed by senior procurement manager Dmitriy Palamarchuk. Apart from him two customs managers are in this group: Igor Naidenko and Ekaterina Fomkina who are involved in customs clearance of cargoes coming to ISTC and Denis Tyukin who is responsible for reception and delivery of equipment ex ISTC warehouse. This group is responsible for customs clearance, receipt and delivery of and transportation of purchased equipment and materials. 
And finally, Anna Degteva ensures maintenance of database and system of electronic documents flow. In particular, she is responsible for inventory system of purchase equipment, and you can always learn from her information on the equipment purchased by ISTC fro your project.

Appendix 100 contains the table with contact telephone numbers and e-mail addresses of all the employees of the Procurement department.
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