
CECW-AG 7 Oct 1997

MEMORANDUM FOR COMMANDERS, MAJOR SUBORDINATE COMMANDS

SUBJECT:    Policy Guidance Letter No. 55, Clarification of Credit for Non-Federal Sponsors Costs
of Preconstruction Engineering and Design (PED) Coordination Team Activities  and Project
Cooperation Agreement (PCA) Negotiations

1.   Purpose:    This policy guidance letter clarifies the policy for credit for non-Federal sponsors costs
of  Preconstruction Engineering and Design (PED) Coordination Team activities and Project
Cooperation Agreement (PCA) negotiations.  

2.   Background:
   

a.  The model agreement for PED was approved by the ASA(CW) on 1 October 1996 and
transmitted to the MSCs on 3 December 1996.  This agreement allows the non-Federal sponsor to
receive credit for PED Coordination Team costs incurred during the period of PED toward its 25
percent payment for PED.  The period of PED is defined in Article I.D. of the approved model PED
agreement.  The approved model PCA for both structural flood control and commercial navigation do
not provide credit for either PED Coordination Team activities or PCA negotiations. 

b.  Existing policy in paragraph 5.e. of ER 1165-2-131, Local Cooperation Agreements for
New Start Construction Projects, 15 April 1989, states that credit can be afforded for reasonable non-
Federal sponsor costs that are shown on the approved project cost estimate (PB-3) incurred by a  non-
Federal sponsor that are properly allowable and allocable to accomplishment of its responsibilities for
the project.  However, Project Management Guidance Letter (PMGL) Number 4, Credit for Local
Sponsor Cost Associated with Project Activities, 8 March 1990, paragraph 4, does not allow inclusion
of non-Federal sponsor costs for participating in and attending meetings to develop and negotiate the
PCA, developing a financing plan, managing non-Federal funds and reviewing of the Engineering and
Design documents.  Also, PMGL No. 10, Credits for Work-in-Kind Performed by Non-Federal
Sponsors, 8 March 1991, paragraph 2, prohibits non-Federal sponsors from receiving credit for the
PED work.

3.  Policy:

a.  Projects With PED Agreements.  Credit for PED Coordination Team activities will be
provided to non-Federal sponsors.  Credit will be against the 25 percent cash payment for PED by
non-Federal sponsors that have entered into a PED agreement. 

b.  Projects Without PED Agreements.  Credit for PED Coordination Team activities will be
provided under the following criteria.
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(1) A PED Coordination Team has been established and non-Federal sponsor coordination
activities to be credited occurred after the establishment of the PED Coordination Team. 

(2) Only PED Coordination Team activities after 1 October 1996 are creditable. 

(3) PED Coordination Team activities eligible for credit are activities involving the oversight of
issues related to PED,  including scheduling of report and work products; plans and specifications;
anticipated real property and relocation requirements for construction or implementation of the
Project; contract awards and modifications; contract costs; the Government’s cost projections;
anticipated requirements and needed capabilities for performance of operation, maintenance, repair,
replacement and rehabilitation of the Project; and other related matters.  Eligibility of expenses for
credit will depend upon documentation that the expenses were incurred during the PED period in
accordance with the audit and other financial standards established in model PCAs  language.     

   c.  Model PCAs.   Model PCAs for flood control and commercial navigation are currently
undergoing revisions to implement the Water Resources Development Act of 1996.  The revised
model agreements will incorporate credit for PED Coordination Team activities.  

      d.  PCA Negotiations.  The policy that no credit be given to sponsors for their costs to
negotiate the PCA remains in effect.

4.  Procedure:   At the earliest possible date, individual project managers will discuss the implications
of this policy with non-Federal sponsors that have not executed PED agreements.  PED Coordination
teams may be formally established and the sponsor should be informed of accounting procedures
necessary to support the credit.  Project managers and the non-Federal sponsor shall follow the same
procedures as in Article III of the model PED agreement for establishing the PED Coordination Team. 
These procedures should treat PED Coordination Team activities costs in a manner consistent with
and similar to Project Coordination Team activities costs.  Appropriate consultation among legal and
financial members of the U.S Corps of Engineers districts and the non-Federal sponsor is essential to 
implementation.  Issues arising in the implementation of this policy should be submitted to
HQUSACE, Policy Division, ATTN:  CECW-AG, for resolution.

FOR THE COMMANDER:

     /s/
RUSSELL L. FUHRMAN
Major General, USA
Director of Civil Works


