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1.  Purpose.  This bulletin provides guidance for the appropriate use of stipends on Military 
Construction projects procured using two-phase design-build selection procedures. 
 
2.  Reference.  HQUSACE Chief Counsel’s memorandum, subject as above, dated 30 
September, 2004.  (Enclosure) 
 
3.  Background.   
 
     a.  It is not unusual in the private sector for an owner to pay a monetary “stipend” to 
encourage participation by highly qualified design-build offerors.    Although stipends may offset 
some costs for proposal preparation they are not intended to pay for the total cost to compete. 
     b.  Payment of stipends within the USACE has been on a very limited basis and there has 
been no corporate guidance issued on the subject.  Stipend payment has almost always been 
pursuant to a customer request in the interest of improving the number of quality proposal 
submissions.  Per reference, the Chief Counsel has determined it is legal to use stipends to 
promote or maintain a reasonable level of competition to ensure price competition and program 
success.  Stipend payments will not be made on a routine basis.  They are only to be used when 
determined to be a good business investment to significantly enhance the quality of competitive 
proposals.  There are no separate budgeted sources for stipend payments so use of stipends will 
be viewed in the context of each particular program’s overall yearly budget.    
     c.  The two-phase design-build selection procedures in FAR 36.3 were developed, in part, to 
mitigate overall costs to the industry to compete on design-build solicitations by reducing the 
number of offerors having to prepare technical proposals.  These Phase 2  proposals usually  
involve substantial design effort and those few Phase 2 offerors may still expend significant 
proposal preparation costs and not receive a contract award.  Accumulation of these “sunk” costs 
over time discourages many highly qualified firms (particularly the smaller ones) from 
competing on our design-build acquisitions.    
     d.  As the use of design-build has increased in USACE, the industry and some customers  
have expressed a desire to use stipends as a means of encouraging better and more innovative 
solutions.   Generally speaking, stipends are more appropriate for use on larger, more complex or 
unique facilities with special features that would entail significant up front proposal preparation 
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costs.  Payment of stipends can encourage participation on design-build projects where creative 
design solutions are sought as part of well developed technical proposal submissions.    
 
4.  The decision to pay a stipend to unsuccessful Phase 2 offerors is made early in the project’s 
acquisition cycle and documented in the project management plan.  The optimum time to include 
stipend discussion and justification is during the planning charette process where project 
acquisition strategy is first deliberated.  The decision needs to be included in the formal 
acquisition plan when such a plan is required by EFARS Part 7.  Formal acquisition plans are not 
generally required for single project design-build acquisitions unless specifically requested by 
HQUSACE. 
 
5.  Written approval from the project’s Planning and Design (P&D) funds manager is required to 
pay a stipend.  The following information addresses some of the major funds managers for 
various P&D accounts.  For others not listed, a case-by-case approach must be used to assure that 
the appropriate account manager endorsement is secured prior to payment of the stipend.   
 
ACCOUNT                                                          AUTHORITY    
 
Military Construction, Army                              HQUSACE, Programs Integration Division (PID) 
And Army Family Housing 
 
Military Construction, Air Force                       Air Force Major Command  
 
Military Construction, Army Reserve                Office of the Chief, Army Reserve 
 
Military Construction, Navy                               Naval Facilities Engineering Command 
 
Military Construction, Defense                          HQUSACE, PID 
(HQUSACE managed - Energy Conservation  
Investment Program; TRICARE Management  
Activity; Chemical Demilitarization) 
 
Military Construction, Defense                         Specific Customer Agency 
(Customer managed – Defense Logistics 
Agency; Defense Finance & Accounting  
Center; DoD Dependents Education 
Activity; Defense Intelligence Agency; 
National Security Agency; Washington  
Headquarters Service) 
 
Requests sent to the HQUSACE Programs Integration Division (PID) for approval will be 
endorsed by the appropriate USACE Regional Business Center to insure consistent policy.  For 
Army and Defense programs managed by HQUSACE early annual planning on a regional basis 
should be accomplished to allow establishment of project priorities for stipends consideration to 
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be included in the P&D Management Plans (P&DMPs).  For all customer managed accounts, an 
information copy of the request and customer approval will be provided to the HQUSACE PID. 
 
 
 
6.  Payment of a stipend is contingent on the following. 

 
a. The project is funded from a military construction appropriation. 
b. Two-phase design-build selection procedures are used. 
c. A written determination that competition among well qualified offerors is uniquely 

constrained (see attached legal opinion for sample determinations memo). 
d. Approval by the customer or the program’s funds manager. 
e. The unsuccessful Phase 2 offeror’s technical proposal must meet the solicitation 

requirements.  
f. Stipends are to be paid from the military construction planning and design (P&D) 

account. 
g. Stipend amounts are to be the same for all qualifying unsuccessful Phase 2 offerors. 
h.   Stipends are not to be used to acquire ownership or rights to use unsuccessful proposals. 

 
7.  Stipends will not to be used as justification to require overly elaborate proposals from design-
build offerors.  Tailor the Phase 2 proposal submission requirements to the specific project.  Base 
the required level of technical design information on what is necessary to establish a clear 
understanding of the offeror’s proposed approach to meet solicitation requirements so that the 
Government can determine which design-build contractor offers the best value for contract 
award.  Keep proposal submission requirements to the minimum necessary. 
 
8.  Stipends may be paid by making multiple awards under the design-build solicitation or by  
purchase orders when the stipend amount does not exceed the simplified acquisition threshold.     
 
9.  Paragraph 6. of the enclosure includes sample contract language to use in solicitations where 
payment of a stipend will be made.  Adapt as appropriate to the specific project situation. 
 
10.  More guidelines are provided in paragraph 5. of the enclosed legal opinion. 
  
11.  This bulletin was coordinated with the Office of the Chief Counsel and the Office of the 
Principal Assistant Responsible for Contracting.  Point of contact for this bulletin is Mark 
Grammer, CECW-SAD, 202-761-4108. 
 
Enclosure 
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