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Introduction

1. Introduction

Public Procurement Bureau (hereinafter: Bureau) is an institution which ensures, on
national level, the monitoring, development and promotion of the public procurement system,
by securing legality, rationality, efficiency, transparency, equal treatment, non-discrimination
and competition encouragement. Competences of the Bureau are stipulated in paragraph 1,
Article 14 of the Law on Public Procurement (Official Gazette of the Republic of Macedonia, no.
136/2007 and no. 130/2008).

Pursuant to indent 14, pargarpah 1, Artcile 14 of the Law on Public Procurement, the
Bureau submits this Report on Activities in the Functioning of the the Public Procurement
System in 2008 to the Government of the Republic of Macedonia.

With this Report, the Bureau informs the Government of the Republic of Macedonia and
the broader public on its activities aimed at monitoring, developing and improving the public
procurement system, as well as the process of harmonisation of the national legislation with the
EU legislation on public procurement and implementation of best practices in this area,
preparation of Draft Law on Modifications and Amendments to the Law on Public Procurement
and its adoption by the Parliament of the Republic of Macedonia, organisation of tranings for
proper application of the privisions of the Law on Public Procurement, statistical data on carried
out procedures and concluded public contracts on national level in 2008, as well as on detected
irregularities when carried out.

After the Government of the Republic of Macedonia adopts this Report, it will be
available to the public on the website of the Public Procurement Bureau, http:/javni-
nabavki.finance.gov.mk.

http://javni-nabavki.finance.gov.mk
https://oglasi-izvestuvanja.finance.gov.mk
htpps://e-nabavki.gov.mk



Normative activities

2. Normative Activities

Law on Public Procurement

Current Law on Public Procurement (Official Gazette of the Republic of Macedonia, nos.
136/2007 and 130/2008) was adopted by the Parliament of the Republic of Macedonia on 6
November 2007 and it entered into force on 1 January 2008.

According to the assessment of the European Commission, the text of the new Law on
Public Procurement is of good quality, being highly harmonised with the respective EU
Directives in the field of public procurement.

EU Directives on Public Procurement adopted by the European Parliemant and the
Council on 31 March 2004 are incoporated in the Law on Public Procurement, as follows:

- Directive 2004/17/EC of the European Parliament and of the Council of 31st
March 2004 coordinating the procurement procedures of entities operating in
the water, energy, transport and postal services sector;

- Directive 2004/18/EC of the European Parliament and of the Council of 31
March 2004 on the coordination of procedures for the award of public works
contracts, public supply contracts and public services contract;

- Commission Directive 2001/78/EC of 13 September 2001 on the usage of
standard forms during the publication of contract notices.

In addition, the Law also incorporates the existing Remedies Directives in the contract
award procedures, i.e.

Council Directive 1986/665/EEC of 21 December 1989 on the coordination of the laws,
regulations and administrative provisions relating to the application of review procedures to the
award of public supply and public works contracts.

Council Directive 1992/13/EEC of 25 Feberuary 1992 coordinating the laws, regulations
and administrative provisions relating to the application of Community rules on the procurment
procedures of entities operating in the water, energy, transport and telecommunications
sectors.

In addition, the Law includes the main provisions envisaged under the new Directive
2007/66/EC of the European Parliament and of the Council of 11 December 2007 amending
Council Directives 86/665/EEC and 92/13/EEC with regard to improving the effectiveness of
remedies system concerning the award of pulic contracts.

The Law shows greater flexibility in the implementation of contract award procedures
resulting from its provisions, as well as more detailed provisions regulating the general and
special conditions for implementation of the procedures, utilities contracts, review procedures,
etc.

One-year application of the Law on Public Procurement, being the frist Law at this level
of harmonisation with the respective EU Acquis in the field of public procurment, shows many
postive aspects in the functioning of the public procurement system, as follows:

- increased transparency through the mandatory electronic publication of the
contract and contract award notices on the Web Publication System of the
Public Procurement Bureau;

http://javni-nabavki.finance.gov.mk
https://oglasi-izvestuvanja.finance.gov.mk
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- new Web Publication System, the application of which started from 1 Janury
2008, arasing aa a need according to the legal obligation for mandatory
eletronic publication of contract and contract award notices, is fully functional
and operating. One may conlude that it fully met the expectations of the
contracting authorities and the economic operators regarding the accuracy and
the effectiveness of informing the public on the needs for public procurement of
the contracting authorities and the contracts awarded to the economic
operators;

- advantage for the contracting authorities in terms of timely meeting of their
needs for supplies, services and works through the shortened time limits for
submission of tenders i.e. requests to participate;

- increased procurement efficiency by applying the simplified contract award
procedures (simplified competitive procedure with and without publication of a
contract notice). These procedures stipulate shorter time limits for submission
of tenders and submission of simplified documentation for the contracts with
lower estimated value than the regular value thresholds stipulated by the Law;

- greater level of professionalisation in the public procurement with the obligation
introduced under the Law for determining persons or organisational forms at the
contracting authorities that will professionally pursue the activities and duties
related to public procurement.

It is worth to mention that the Law on Public Procurement fully incorporates the new
terminology envisaged under the respective EU Procurement Directives in this field. Although,
at the begining, this might had been forseen as a difficulty by the entities applying the Law,
during its implermnatoon, however, the usage of the new terminology of the Law was fully
accepted by the contracting authorities and the economic operators.

Other more significant novelties incorporated in the Law are the following: stipulated
more liberal regime of awarding public contracts for so-called “non-priority services", i.e
services stipulated in indent 2, paragraph 1, Article 17 of the Law, introduction of the possibility
for determining central purchasing body, new manner of evaluating the value of public
contracts, excluding VAT, new rules for preparation of tender documents and technical
specifications, introduction of new contract award procedures such as the competitive dialogue,
negotiated procedure without prior publication of a contract notice, simplified competitive
procedure with and without publication of a contract notice for the contracts of relatively lower
value, more detailed elaboration of the conditions for conclusion of framework agreements and
implementation of electronic auctions, determination of the activities, for which utilities contracts
are awarded and the procedures through which utilities contracts are awarded, as well as
precisely detetmined remedies procedures and the conditions on the basis of which an appeal
is lodged.

One of the most significant novelties envisaged with the new legal framework is also the
new remedies system in the contract award procedures, which forseens the newly established
State Appeals Commison, playing the central role. In fact, establishment of the State Appeals
Commission has led to application of the new remedies system in contract award procedures.

State Appeals Commission is constituted by appointing the chairman and the members
under Decision by the Parliament of the Republic of Macedonia, no.  07-4834/1 dated 4
November 2008, and it started operating when it held its first session on 26 November 2008. At
that session, deputy chairman of the State Appeals Commission was elected and Rules of
Procedure was adopted, regulating the manner of operations and the decision-making process
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of the Commission. On 3 December 2008, the chairman of the State Appeals Commission
adopted the Rulebook on Systematisation of Working Posts of the State Appeals Commission,
based upon previously determined organisational setup of the Commission in the Rulebook on
Internal Organisation of the State Appeals Commission. Thus, section of the Law governing the
review procedures in the contract award procedures also started to apply in practice.

Progress in the public procurement system, including the part covering the creation
and the implementation of the new legal framework, was also witnessed by the European
Commision in the 2008 Progress Report for the Republic of Macedonia. The Report included
the conclusion of the Commission that good progress regarding the general principles was
achieved through the new Law on Public Procurement. The Commission emphasised that the
Law, in general, transposed the EU Acquis. Main points of the Commission included in the
Report regarding public procurement system were that significant improvements were made,
such as the possibilities for e-procurment, the threshold for low-value contracts was increased
and possibility for application of framework agreements was introduced, appropriate regulations
for implementation were adopted and the harmonisation of the contract award procedures with
the new rules on public procurement was also increased. With regard to the Public
Procurement Bureau, it was indicated that although there was no sufficient staff and adequate
premises, it developed its ability and its proactive approach in the public procurement policy
management. Introduction of the new remedies system under the Law was pointed out as huge
progress. However, it was stated that further changes would be necessary for achieving
harmonisation with the amended EU Remedies Directives. The Commission encouaraged the
ongoing efforts for training the contracting authorities and the economic operators in the new
public procurement rules to continue in future.

Law on Amendments and Modifications to the Law on Public Procurement

By monitoring the implementation of the new Law on Public Procurement, and having in
mind the need to implement the commitments of the Government of the Republic of Macedonia
to stimulate the application of information technology, the Bureau started preparing Law on
Modifications and Amendments to the Law on Public Procurement in 2008. The Parliament of
the Republic of Macedonia adopted the Law on Modifications and Amendments to the Law on
Public Procurement on 13 October 2008. Main reason for proposing these amendments and
modifications to the Law was the improvement of the text thereof and further facilititation of its
implementation, as well strengthening the capacities of the contracting authorities and the
economic operators through education programme to be developed by the Public Procurement
Bureau.

More significant novelties being introduced with the amendments and the modifications
to the Law are the following:

- obligation for the contracting authorities to realise certain percentage of the
value of the public contracts during the year through electronic auctions so as to
realise savings and to increase efficiency and cost-effectiveness in public
procurement procedures; implementation of electronic auctions as final stage of
the contract award procedures should be realised with certain dynamics within
three years, starting 2010. To the end of successful realisation of such
commitments of the Government, being operationalised through the
amendments and modifications to the Law, functional electronic system for
public procurement is necessary. In 2008, the Bureau undertook specific
activities for creating such system;

http://javni-nabavki.finance.gov.mk
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- obligation to use CPV only at contract award procedures, the estimated value of
which corresponds to the value thresholds forseen in the Directives. The
objective is to facilitate, with respect to simplified procedures, i.e. lower-value
procedures not regulated under the Directives and stipulated under the national
legislation, the application of the Law by not applying the CPV;

- changing the status of the Public Procurement Bureau. In fact, starting 1
September 2009, the Bureau will acquire the status of a legal person within the
Ministry of Finance pursuant to the amendments and modifications to the Law.
This is expected to increase the level of efficiency in terms of performing its
competences, as well as greater autonomy and independence in its operations;

- introduction of a comprehensive programme on education of the persons in
charge of implementing public procurement, to the end of strengthening the
administrative capacity of the contracting authorities and the economic
operators. Certfication of personnel responsible for implementing the contract
award procedures will be also an integral part of the programme. The
programme includes elaborated rules and measures for carrying out
independent trainings, workshops and other forms of interactive public
procurement training and the new Law on Public Procurement.

In fact, when carrying out public procurment trainings so far, it was necessary for the
Bureau to refer to entities, such as SIGMA and USAID, to be extended assistance and support
so as to organise the trainings. Preparing such a programme would make the Bureau able to
independently organise the necessary trainings in the field of public procurement. This will be
possible through independently prepared modules on the basis of which the trainings will be
carried out. Such programme does not mean that the Bureau would not cooperate with other
interested institutions when organising public procurement trainings in future. Quality of the
training materials and the volume and the contents of the trainings are expected to increase
with the training programme of the Bureau.

By-Laws

Pursuant to the Law on Public Procurement, 14 by-laws are envisaged, 13 out of which
were supposed to be adopted within three months from the day of its application (by the end of
March 2008) and one within twelve months (by the end of 2008).

To the end of facilitating the implementation of the Law on Public Procurement, the
Bureau prepared 10 bylaws by the end of 2007, i.e. prior to entry into force of the new Law.

In the course of 2008, the Bureau also prepared the remaining 4 bylaws arising from the
Law. They were prepared and adopted within the envisaged deadline. They elaborate in more
details certain aspects of the Law related to the contents of the tender documents, expression
of contract award criteria in points, registration during the procedure and ensuring uniformity of
the subject-matter of the contract when publishing the contract award notices. Bylaws were
prepared and adopted during 2008, being the following:

- Rulebook on the Contents of Tender Documents (Official Gazette of the
Republic of Macedonia, no. 19/2008), precisely stipulating the parts the tender
documents in contract award procedures has to contain. This ensures that the
economic operator interested to participate in the procedure will obtain all
necessary information on the procedure that would also result in obtaining
better quality tenders. The Rulebook provides for the tender documents to be
fully prescribed, reflecting the procedure itself pursuant to this Law;
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- Rulebook on the Form and the Contents of the Procedure Outcome Report
(Official Gazette of the Republic of Macedonia, no. 36/2008), stipulating the
procedure outcome report form prepared by the contracting authority after each
carried out contract award procedure, except for the simplified competitive
procedure without publication of contract notice. The Report, in addition to the
other elements refelecting the course of the procedure, also includes the
proposal for selection of the most favourable tenderer, being submitted to the
responsible person at the contracting authority. The Report ensures uniformity
of the documentation showing the carrying out of the procedure;

- Methodology for Exressing Contract Award Criteria into Points (Official Gazette
of the Republic of Macedonia, no. 41/2008), envisaging the manner of
expressing the selected criterion for contract award into points. The
Methodology includes the formula for expressing the price into points.
According to the Methodology, the contracting authorities are given the freedom
to apply other formulas to calculate the price as far as they are in line with the
elements of the formula envisaged under the Methodology. With regard to the
elements of the criterion - ecomnomically most advantageous tender, the
contracting authority is free to chose the manner of expressing the envisaged
points in the tender documents, and

- Decree on Common Procurement Vocabulary (Official Gazette of the Republic
of Macedonia, no. 168/2008), stipulating the reference nomenclature to be
applied in contract award procedures. CPV includes main and supplementary
vocabulary. The main vocabulary includes precisely determined numerical
codes and text explaining the code. The supplementary vocabulary serves for
more detailed explanation of the subject-matter of the contract under the main
vocabulary. Reference nomenclature ensures uniformity with the remaining
existing nomenclatures in the country.

Thus, in 2008, the Bureau completed the process of preparation of bylaws regulating
and stipulating in details certain aspects of contract award procedures, arising as an obligation
from the Law on Public Procurement, all aimed at facilitating the implementation of the Law.

Tender Documents and Model Contracts

In order to facilitate the application of the Law in practice, the Bureau started to prepare
models of standard tender documents in 2008. Models of standard tender documents were
prepared for the simplified competitive procedures with and without publication of contract
notice, the open and restricted procedure for supplies and the open procedure for works.
Models of standard tender documents were prepared in line with the Rulebook on the Contents
of Tender Documents. Thus, the contracting authorities are enabled to apply uniformed tender
documents for the most frequently procured types of supplies and works. Economic operators
also benfit therefrom when preparing their tenders, since they prepare them in line with
unformed instructions and forms. Models of standard tender documents were prepared in
consulation with SIGMA representatives.

In cooperation with USAID, model of standard tender documents for open procedure for
supplies was also prepated, being carried out through the ESPP.

In 2008, having the needs of the contracting authorities and the economic operators to
define clear rules and obligations in the public contracts as a starting point, the Bureau started
to prepare models of both public supply and public works contracts. Preparation of models of

8
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public supply and public works contracts to be used by the contracting authorities in the
contract award procedures would lead to uniformity of the form and the contents of the
contract. Contracting authorities would benefit therefrom, since such previously prepared
models would help the contracting authorities avoid the possible omission of important aspects
of the public contract when preparing the contract. An advantage for the economic operators —
participants in the procedures would be the achievement of uniformity of rules and obligations
arising from the public contracts, even when the proedures for same or similar subject-matter of
the contract are carried out by different contracting authorities.

In cooperation with the Ministry of Information Society, model of service level contract
for public procurement of ITC services was prepared. It served as model contract, which the
contracting authorities would apply in the procedures for awarding ICT services contracts.

Prepared Opinions on the Application of the Law on Public Procurement

During 2008, the entities to which the Law on Public Procurement applies, as well as the
economic operators, submitted 753 requests to the Public Procurement Bureau for opinions
regarding the application of both the Law on Public Procurement and the bylaws. In addition to
official letters, contracting authorities and economic operators also exercise the right to require
opinion and advice by the Buerau through the web contact form of the Bureau, avalible free of
charge on its website. They received replies within the legally set period.

Carried out analysis about which parts of the Law the requests for opinion submitted to
the Bureau most often reffered to, one may conclude that these are the parts of the Law being
introduced as novelty in the national legislation. This was to be expected, taking into account
that the contracting authorities and the economic operators were familiarized for the first time
with such legal solutions in the field of public procurment in the Republic of Macedonia. Thus,
in 2008, the requests submitted to the Bureau for clarification and opinion about ceratin legal
provisions most often referrerd to the following:

- manner of awarding the public services contract, stipulated in indent 2,
paragraph 1, Article 17 of the Law. with regard to this group of services,
conditionally called “non-priority services” due to their specific nature, more
liberal procurement regime is envisaged than the one for the other types of
services. More liberal procurement regime does not mean that their
procurement is an exclusion from the application of the Law. With regard to
these services, depending on the estimated value, mandatory application is
stipulated of the provisions of the Law referring to the preparation of the
tecnhcial specifications and the submission of contract award notice, i.e. semi-
annual records of awarded contracts, thereby fully observing the competition
principles between the economic operators, equal treatment and non-
discrimination of the economic operators, transparency and integrity in the
contract award process and rational and efficient usage of the funds in the
contract award procedures;

- right to participate in the contract award procedures, in particular with regard to
the right for engagement and participation of subcontractors;

- manner of submission, return and fulfillment of the conditions for collection of
the tender guarantee and the perfomamce guarantee;

- conditions, according to which, the contracting authority may apply the
negotiated procedures with and without prior publication of a contract notice.
For the first time, the new Law stipulates the negotiated procedure with prior

9
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publication of a contract notice as a procedure that may be applied by the
contracting authority. With regard to the negotiated procedure without prior
publication of a contract notice, the new Law stipulates detailed conditions,
pursuant to which it may be applied. In the light of this context, it is also
important to point out the elimination of the obligation for the contracting
authority to obtain prior consent by the Bureau to apply the negotiated
procedure without prior publication of a contract notice;

application of negotiated procedures with and without prior publication of a
contract notice, emphasizing the requirements pursuant to which they may be
applied;

simplified competitive procedure with and without publication of contract
notice, regarding the value thresholds, the simplified tender documents, the
necessary documentation to demontrate the qualifications, the manner of
keeping semi-annual records of the carried out procurement through these
procedures, etc.;

implementation of framework agreements. Framework agremeents, as special
manner of awarding public contracts, have been introduced for the first time in
the national legislation with the existing Law. Hence, taking into account the
several modalities in which they may be encountered, the contracting
authorities need wider knowledge and experience for the requirements
envisaged under the framework agremeents on the baisis of which public
contracts are awarded afterwards;

preparation and submission of tenders. This is due to the newly introduced
principle pursuant to the Law, according to which the tenders are submitted and
evaluated taking into account the price excluding VAT;

issues related to the selection criteria regarding the types of submitted
documents and the contract award criteria with respect to the elements of the
criterion — the most economically advantageous tender, which the contracting
authority may apply, and

fulfillment of conditions for cancelling the procedure.

During 2008, the Bureau, through its web contact form on the webiste, received around

283 questions

from institutions, public enterprises, companies and individuals regarding the

manner of applying certain provisions of the Law on Public Procurement, applying certain legal
terms or request for certain manners of acting in a given situation. Average response time to
these questions is less than one business day. Questions to which the responses refer to are
similar to the ones posed in the official letters sent to the Bureau.

At the same time, the Bureau is open for communiciation with the public through its hot
line on daily basis, providing expert assistance to the contracting authorities and the economic

operators, by

answering the questions asked related to the legal framework for public

procurement and its practical application.

10
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3. Public Procurment Bureau

Competences, Organisational Setup and Structure

Public Procurement Bureau is a state administration body within the Ministry of Finance,
carrying out the tasks related to the development of the public procurement system, as well as
ensuring rationality, efficiency and transparency in the procurement processes.

In 2008, organisational setup of the Bureau comprised two Departments, each of them
consisting of two Units.

During 2008, pursuant to the Rulebook on Systematisation of Working Posts in the
Ministry of Finance, strating March the same year, Departmnet for Registries, Statistics and
Analysis and its two Units, established in 2007, were renamed. This was entailed because of
the need to harmonise the type of working tasks this Department carried out in the course of
2008, due to the new legal competences. Thus, in 2008, in addition to the Department for
Normative Affairs and Promotion of the Public Procurement System, the organisational
structure of the Public Procurement Bureau also envisaged the Department for Monitoring the
Public Procurement System and ESPP Management with its two Units, the Analysis and Public
Realtions Unit and the Unit for Management of theElectronic System for Public Procurement
and ICT Support. Bureau’s organisational chart is shown below.

Director
Department for Normative Affairs and Promotion of Department for Monitoring the Public
Public Procutrment System Procurment System and ESPP Management
Unit for Normative Unit for Law ) Unit for ESPP
and Legal Affairs and Implementation and Analysyis and Management and ICT
International Trainings Public Relations Support
Relations Unit

As of 2008 inclusive, the Bureau employed total of 12 employees, as follows:

4 Bachelors of Law,

- 3 Bachelors of Economics,

- 1 Bacehlor of Civil Engineering,
- 1IT Engineer,

- 1 Bachelor of Philology,

- 2 administrative officers.

Pursuant to the Law on Public Procurement, activities perfomed by the Bureau in 2008
are stipulated in Article 14 thereof, but certain competences also arised from other provisions of
the Law. In 2008, in line with these competences, the Bureau initiated proposals for adopting
legal and other acts in the field of public procurment; it monitored and analysed the
implementation of the Law and the other public procurement regulations, functioning of the the
public procurement system and it initiated changes for its improvement as well; it gave opinions
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regarding the provisions and the application of both the Law and the bylaws; it extended advice
and assistance to both the contracting authorities and the economic operators; it prepared
models for standard tender documents and models of standard forms for the procedures
regulated under the Law; it kept single records of the public contracts, maintained and updated
it and made it available to the public through its webiste; it collected, processed and analysed
data on public prcourement and prepared statistical reports, it immediately informed the
contracting authorities, and the competent bodies when necessary, on the detected
irregularities from the received notices, it managed and operated its website and the Electronic
System for Public Procurement (hereinafter:

ESPP), cooperated with the international institutions and other foreign entities for the
issues related to the development of the public procurement system, it submitted annual report
to the Government on its activities in the functioning of the public procurement system, it
provided guidelines and prepared manuals and comments on the public procurement rules and
issued electronic bulletin. In addition, the Bureau informed the Government of the Republic of
Macedonia and the Minister of Fiannce on its competences and activities; it set minimum
requirements for professional qualifications of persons carrying out specialised public
procurment activities, it organised and carried out training for education of government officers
and other experts with regard to public procurement; on the basis of previously adopted
programme, it carried out training for education of persons who will carry out public
procurement procedures at the entities to which the Law applies, etc., all to the end of
achieving uniformed application of public procurement legislation on one hand, and ensure
transparency and encourage competition between economic operators and their education, on
the other.

In the course of 2008, as well as in the coming period, the Bureau cooperated and will
continue to cooperate with the contracting authorities, as well as the companies, professional
research institutions, associations or experts in certain areas regarding the public procurement.

In future, strengthening of both the administrative and the institutional capacity of the
Burea is also a significant step to be undertaken for adjusting the administrative system
necessary for the functuioning of the public procurement legislation. It is of huge importance for
the Bureau to obtain support in terms of its organisational setup and budget, i.e. to be staffed
with sufficinet number of professional and auxiliary administrative staff, as welll as to be
provided with adequate working premises and operating assets.

Vocational Training of the Employees

Since the beginning of transposing EU Directives on Public Procurement in the Republic
of Macedonia, there was the need for permanent education of the employees in the Bureau,
particularly for the new directives governing public procurement, Directive 2004/17/EC and
Directive 2004/18/EC, and the Council Remedies Directives 89/665/EC and 2007/66/EC.
Education of the employees in the Burea is especially important since, after the Republic of
Macedonia acquired the status of a candidate country, and prepared and succesfully
impelemented the new Law on Public Procurement, Macedonia is expected to receive the date
for start of the negotiations for membership in the EU. One of the Chapters for which
negotiations will be conducted and the successful conducting of which will require development
of high level of adminsitrartive capacity of the body responsible for monitoring and development
of the national public procurement system, i.e. the Public Procurement Bureau, is the Public
Procurement Chapter.
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Public Procurement Bureau

Taking into account the need for efficient performance of the legal competences, which
is impossible without permanent advanced training of the employees, the Bureau also
undertook measures for further training and specizlisation of its team in the course of 2008.

In fact, in the course of 2008, employees in the Bureau attended the following trainings:

- Train the Trainers in the field of public procurement and Training for preparation
of efficient tender documents, organized by USAID and Crown Agents. The
employees acquired knowledge on the manner of interactive trainings;

- Training in presentation skills, organised by the Secretariat for European Affairs
of the Government of the Republic of Macedonia, at which the participants
acquired practical knowledge on the manner of preparing and presenting
certain topic;

- Workshop on preparation of project fiches for contracts financed by the
European Commission, organised by the Secretariat for European Affairs of the
Government of the Republic of Macedonia;

- Seminar in Maastricht on getting familiar with the new aspects of EU Public
Procurement Legal Framework, organised and carried out by EIPA;

- Training in improving management abilities of the persons working on public
procurement, organised by SIGMA;

- Visit and exchange of experience with Public Procurement Office of the
Republic of Croatia;

- Workshop in Vienna on development of solutions related to electronic public
procurement in line with EU Directives;

- Training for civil servants in possessing public information, organised by the
Commission on Protection of Right to Free Access to Public Information;

- Training for the employees within the Bureau in the manner of using the
Electronic System for Public Procurement, organised by the USAID e-Gov
Project.

As e result of the regular trainings and events related to professional training in the field
of public procurement, the Bureau continiously maintains considerable level of administrative
capacity for the purpose of timely and quality realisation of the working tasks.

Carrying Out Training

In the course of 2008, one of the main priorities of Public Procurement Bureau was to
strengthen the administrative and the institutional capacities of the contracting authorities and
the economic operators for proper application of the new legal framework. In fact, taking into
account that the new Law started to be applied in 2008, the Bureau targeted its resources
towards organising and holding as many trainings as possible for the entities obliged to apply
the Law, as well as the economic operators participating in the contract award procedures.

In the course of 2008, Public Procurement Bureau held the following trainings:

- Three two-days trainings on effective planning and implementation of contract
award procedures, attended by 100 persons;

- Two one-day trainings on ,Electronic Public Procurement and E-Auctions for
Contracting Authorities®, attended by 100 persons;
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Public Procurement Bureau

- Two-day training for the contracting authorities in the field of defense for the
procedures and the manner of implementing public procurement, attended by
80 persons;

- Six one-day trainings on the procedures and the manner of implementing public
procurement (3 in Skopje, 1 in Bitola, 1 in Stip and 1 in Strumica), attended by
200 persons;

- One one-day training on ,Electronic Public Procurement and E-Auctions for
Economic Operators®, attended by 100 persons;

- One one-day training on the procedure and the manner of implementing the
public procurement, organised for 40 education inspectors;

- Three targeted trainings for MEPSO, Ministry of Internal Affairs and Public
Enterprise for Business and Housing Premises of the Republic of Macedonia,
on the manner of using the electronic system for public procurement, in
cooperation with the USAID e-Gov Project;

- One one-day training on the procedures and the manner of implementing public
procurement, organised for the public utility enterprises;

- Six one-day trainings on the Law on Public Procurement for the auditors from
the State Audit Office;

- Two one-day trainings for the contracting authorities on the manner of using the
electronic system for public procurement, in cooperation with the USAID e-Gov
Project.

Topics elaborated at the presentations and the training by the Bureau reporesentatives
covered provisions in the Law on Public Procurement, as well as the secondary legislation, as
follows:

- planning public procurement,

- publication of notices,

- tender documentation and technical specifications,

- exclusions from the application of the Law,

- types of contracts and types of contract award procedures,

- selection criteria, as well as

- application of the electronic system for public procurement and e- auctions.

Two seminars, in cooperation with SIGMA, were organized. One seminar referred to
contracting authorities in the field of defense on the procedures and the manner of
implementing public procurement in EU, experience of Sweden, France and Germany in the
implementation of procurement in the field of defense. The other covered the auditor from the
State Audit Office, internal auditors and employees in the Public Internal Financial Control,
audit of public procurement in EU and experience of Denmark, Slovenia and Cyprus.

When the new Law on Public Procurement entered into force on 1 January 2008,
obligation was introduced for contracting authorities to publish the contract notices and the
notices for simplified competitive procedures, as well as the contract award notices through the
PPB Web Publication System. To the end of ensuring an instrument through which the system
administrators, as well as all parties, will be able to train themselves on proper filling in contract
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Public Procurement Bureau

and contract award notices, substantive compact discs (CD) with prepared desktop application
(software) for filling in contract and contract award notices were prepared in cooperation with
USAID in 2008.

Publications

Taking into account the positive reactions by the contracting authorities and the
economic operators regarding the seven brochures being prepared in cooperation with USAID
last year, aimed at getting the public acquainted with the novelties in the national legislation on
public procurement, in 2008, the Bureau started preparing 3 new brochures. They cover the
following:

- main principles in public procurement, covering public procurement policies,
pointing out the good management, prevention of abuse of official duty, legality
and supervision, transparency, accountability and control;

- electronic public procurement in the EU, describing the usage of electronic
means in the process of public procurement and

- exclusions from the application of the Law on Public Procurement, elaborating
in more details the exclusions from the Law that refer to contracting authorities
in the classical sector and in the utilities sectors.

In addition, the Bureau, in cooperation with USAID e-Gov Project, prepared two
manuals on usage of electronic system for public procurement, as follows: Mannual on the
Manner of Usage of Electronic System for Public Procurement for Economic Operators and
Mannual on the Manner of Usage of Electronic System for Public Procurement for Contracting
Authorities. They provide for more detailed acquitance of the contracting authorities and the
economic operators with the contract award procedure by applying electronic means and
usage of applicative software in the procedures carried out through the Electronic System for
Public Procurement.

Manual on Tender Evaluation - regulation and experience in EU and the Republic of
Macedonia was prepared in cooperation with SIGMA. The Manual is intended for the
contracting authorities, as well as for other interested entities for the purpose of successful
implementation of the tender evaluation stage in the contract award procedure. It also includes
recommendations created on the basis of the practice in the EU Member States and the
application of good practices when evaluating tenders.

In cooperation with USAID, within USAID’s Human and Institutional Development
Program managed by World Learning, comprehensive and detailed report was prepared based
on analysis of Bureau’s operations. The Report contains findings and recommendations on
improvement of the Bureau operations by improving the quality and the efficiency of rendering
services to the contracting authorities and the economic operators, as well as improving the
internal organizational setup of the Bureau. The Report identifies gaps in the operations and
the main reasons for their appearance, and recommends set of measures and management
system to the end of implementing changes in the Bureau.

All manuals are available in an electronic form, accessible, free of charge, on the
website of the Public Procurement Bureau.
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Review procedures

4. Review Procedures

Establishment of State Appeals Commission, which commenced its operations on 26
November 2008, put into operation the new remedies system in the contract award procedures
stipulated by law. New legal solutions, pursuant to which State Appeals Commission is
established, introduce new organizational setup of the remedies system, harmonized with the
European practices in this area, which replaces the previous organization of the review
procedures regarding contract award procedures. By the time State Appeal Commission was
established on 4 November 2008, review procedures regarding contract award procedures
were covered and performed by the Complaints Commission within the Government of the
Republic of Macedonia, which replaced it.

Taking into account that remedies system regarding contract award procedures is new,
it is necessary to increase the efforts in the coming period to strengthen the administrative
capacities of the State Appeals Commission. To that end, it is necessary to adhere to the legal
time limit when deciding upon lodged appeal, as well as to provide sufficiently thorough and
well-founded explanation according to the presented facts and findings in the appeal procedure
in the decisions brough by the State Appeal Commission, so as for the economic operators to
clearly understand how and why the Commission brought such decision. This contributes to
increasing the confidence of all involved parties in the public procurement system in the
country.

It is of special importance for the State Appeal Commission to be extended support from
organizational and budget point of view, i.e. to be staffed with sufficient number of professional
and auxiliary administrative personnel, as well as to be provided with adequate working
premises and technical means for its operations. One should also point out the need for
continuous training and professional improvement of the State Appeal Commission and its
administration.

This part shows the submitted and resolved cases in the contract award procedures in
2008, having in mind that in the period from 1 January 2008 to 31 October 2008, Complaints
Commission within the Government of the Republic of Macedonia was in charge of acting upon
appeals in the contract award procedures, since the State Appeal Commission had not been
established in the period yet. There is no data for the period from 4 November 2008 to 26
November 2008, i.e. for the period from the establishment of the State Appeals Commission to
the commencement of its operations and acting upon lodged appeals.

In the period 26 November — 31 December 2008, total of 198 appeals and 7 requests
for procedure extension were submitted to the State Appeals Commission, out of which: 133
appeals were rejected, 6 appeals were dismissed, 20 appeals were accepted, and the award
decision of the contracting authority was revoked, 14 appeals were accepted, and the
procedure was annuled, 25 appeals were withdrawn, 6 requests for procedure extension were
rejected and 1 request for procedure extension was accepted.

In the period 1 January — 31 December 2008, total of 786 appeals and 42 complaints
were lodged to the State Appeals Commission, out of which 581 appeals were rejected, 154
appeals were accepted, and the award decision was revoked, 40 appeals were accepted, and
the procedure was annuled, 11 appeals were late, 13 complaints were accepted, 27 complaints
were rejected and 2 complaints were dismissed as late. During this period, 34 appeals were
withdrawn.
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5. Web Publication System for Contract and Contract Award Notices

Web information system, as part of the electronic system for public procurement, started
to be used with the adoption of the Law on Public Procurement.

Web Publication System of the Public Procurement Bureau was designed by “Seavus”
DOO Skopje IT company, on the basis of an open procedure no. 07/2006 carried out by the
Secretariat for European Affairs. It is operational and is constantly being used since the Law
started to be applied.

Public Procurement Bureau stipulated the form and the contents of contract and
contract award notices pursuant to the Rulebook on the Form and the Contents of Contract
Notice, Notice on Cancellation of Contract Award Procedure and Form on Keeping Records on
Simplified Competitive Procedures (Official Gazette of the Republic of Macedonia, nos. 154/07,
36/08, 67/08 and 134/08), and the Rulebook on the Form and the Contents of Contract and
Contract Award Notices, thus achiving their uniformity.

In parallel to the Rulebooks, Manual on the Manner of Filling in Contract and Contract
Award Notices, Notice on Cancellation of Contract Award Procedure and Form on Keeping
Records on Simplified Competitive Procedures and the Manual on the Manner of Filling in
Contract and Contract Award Notices were also prepared. Their filling in is carried out
electronically through the Web Publication System.

Web Publication System “contract and contract award notices” is designed in Java
technology and it is on Apache Tomcat 5.5 application server, installed on Debian Linux OS.
MySql 5.0 data server is used for the database.

It is user-oriented system that enables simple navigation and simple filling in of contract
and contract award notices. This server can be accessed through the following website:
http://javni-nabavki.finance.gov.mk .
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So far, total of 951 contracting authorities have registered on the Web Publication
System. Registration of contracting authorities is made in a way that registration form is filled in
first, containing the basic data on the contracting authority, such as: personal registration
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Web publication system for contract and contract award notices

number, name of the contracting authority, address, contact person, telephone number, e-mail
address, and user name and password. After registration is completed, the system generates
an electronic message that contains the user name and the password which the contracting
authority can use to log on to the system.

e Edit Wiew History Bookmarks Tools  Help  je

ance. gov.mkfredistryForm.do 77 - | Gl Geoan sl

v | ] Beer | ] vrpancin [2) Beuep 4 Bpeme [ Npaso | ] Mnpu 3 Bnaaa cen [l maicEy @D EBRD W7 Yahoo! G Metar
[21p] c

EAWHCTEEH MaTHUeH Bpoj*
Ha3sme Ha AoroBopHMOT opran®
E-mann®
KOPUCHALKD FIME (miw, &, mak. 10 3naum) *
TIOEHHKE (i, & 2Haum )i
MNoTepAW nozvHea *
AfNECA Ha AOFOBONHAOT Oprad™
rpaa*
MowTeHekn Ko, a* |

VIME HA MHLETO 33 KOHTSKT*
rbopraLm prnor

Allesar AHAIL MPE3HME HA NMMLETO 33 KOHTaKT

TenedoH

Pakc|

WHTepHeT agpecs

KaTEropHja Ha AGTOBOPEH DPFaH @ pokaBHK opraHn
O OpraHK Ha BAMHWLIMTE H3 NOKANHATA CaMOYNPaEa M Ha
FpapoT Ckonie
O MpaeHk NMUa OcHOBAHK 23 334080/YEaKE HA NoTpetuTe 04
jaBeH MHTepeC — Hned 4 cTae 1 annHeia 6) oa 3akoHoT
O MpasHK NMLa OCHOBaHK 0f BABH MMM NOBEES 4OFOBORHI
opraHu
O JABHH MPETAPHIETH]E, SKUMOHERCKH APYLWTES H APYWTES to
OrpaHMUYeHa ofroBOpHOET 0 ondiaTeH AejHocTH
O Lpyrv ACrOBODHKW 0praHu

TN38Ha SKTHBHOCT MM AEJHOCT Ha AOrOBOPEH DPIaH @ QRwWTH JaBHM yenyrv
C opbpana
O Jasen pea v GesfegHocT
O MneaTHa coeamrHa
O EkoHommia 1 hirHaHcn
Ozppascren
O homMysates, rOSA=XHULTED M TDSHENOPT
O Coumjanna zawTHTa ~

PP — aa a ¥ 3 e Ny
74 start Ay S R R %3 fobpeasiaosTe na b1 S - [ l (8 W)

In addition, in the registration form the contracting authorities select the category of
contracting authority which they belong to pursuant to Article 4 of the Law, as well as the main
activity it performs, and the data are later used to generate statistical reports.

When the contracting authority logs on to the system, data previously presented in the
registration form will appear automatically in the appropriated fields of the forms.

Registration of contracting authorities enables the Bureau, for the first time, to have a
detailed list of contracting authorities obliged to adhere to the provisions, i.e. to carry out
contract award procedures.

Unlike them, economic operators and the public can view the contract and contract
award notices without having to log on to the system, i.e. all data are accessible to the public
without any limitations.

M Simple and easy to use (user friendly)

Web Publication System is a system that provides for simple and easy filling in of the
forms and ensures their uniformity. Contracting authorities having user name and password
long on to the Web Publication System and select the type of form they need to fill in.

Forms are prepared on the basis of TED (Tenders Electronic Daily), electronic part of
the Official Journal of the EU, and they are harmonized with the EU Directives.
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M Uniformity of contract notices, contract award notices, cancellation of contract
award procedures and keeping records on simplified competitive procedures

Forms for the notices for simplified competitive procedures and contract notices,
contract award notices, notices on cancellation of contract award procedures, as well as
records on simplified competitive procedures are prepared pursuant to the Law and contain all
mandatory elements. Thus, work of the contracting authorities is facilitatied in terms of
preparing the contract notice and the consistency of data they contain. In addition, errors were
reduced in terms of the mandatory elements of the contract notice and, if not filled in, the
system does not allow for any furter entry of data.
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M Established control mechanism regarding time limits for publishing, additional
information and changes in the contract notice

Introduction of the Web Publication System also led to establishment of automatic
control mechanism pertaining to the legal time limits in terms of the possibility for changes and
modifications to the contract notice and the tender documentation, changes regarding the
contract award criteria, which is not in line with Article 159 of the Law, i.e. once set contract
award criterion should not be changed throughout the whole procedure.

Technical errors were also reduced, which previous appeared in terms of discrepancy
between the time and the date of the public opening and the time and the date set as time limit
for submission of tenders. Should, after filling in and sending the forms to the Bureau, no
verification by fax is received within three days, signed and sealed by the responsible person
with the contracting authority, the system automatically sends an electronic message with a
reminder that the notice is inactive and it is necessary to contact the Bureau. In addition, the
system sends reminder after certain time period following the publication of the contract notice
so as to send contract award notices for that contract notice (how is the procedure going,
wherther contract are concluded, whether the procedure is cancelled, etc.).
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M Electronic filling in of contract award notices

Pursuant to Article 55 of the Law, contracting authority submits contrac award notice to
the Bureau so as to be posted on the website (i.e. on the Web Publication System) within 30
days after:

- awarding public contract or concluding framework agreement after completing
an open procedure, restricted procedure, competitive dialogue, or negotiated
procedure with or without prior publication of a contract notice;

- realizing design contest by selecting the best competitor; and

- procurement of services referred to in Article 17 paragraph (1) indent 2 of this
Law, if the estimated the value of which, excluding VAT, exceeds EUR 20,000
in Denar equivalent.
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Contracting authorities fill in the contract award notices electronically on the Web
Publication System, unlike the old legal solution that envisaged filling in the PPR-1 Form
(Public Procurement registry) in paper form, which was then submitted to PPB and entered in
the Single Public Procurement Registry. When filling in the contract award notice, in the cases
where contract notice was published, when entering the number of the contract notice, data
related thereto, for instance: type of procedure, subject-matter of procurement, etc., are
automatically generated in the contract award notice.

PPB checks the accuracy of the contract award notices and makes them available on
the public website.

Thus, the Burau has huge database it uses to analyse the public procurement system at
nationa level and to monitor public procurement, as well as to propose measure to enhance the
system.
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M Possibility to keep records on simplified competitive procedures on ongoing
basis (after the procedure is completed)

In addition to contract award notices, contracting authority is obliged to keep records on
simplified competitive procedures, pursuant to Article 103 of the Law.

Contracting authority sends copy of the records of the simplified competitive procedure
in electronic format to the Bureau by 31st July and 31st January at the latest for the awarded
contracts concluded in the previous 6 months.

Records on the simplified competitive procedures comprise 3 (three) parts:

- The first part contains data on the simplified competitive procedures without
publication of a notice for supplies, services or works (when estimated value of
the public contract, excluding VAT, is up to EUR 5,000 in Denar equivalent).
Previous legal solutions did not oblige the contracting authorities to submit data

21

http://javni-nabavki.finance.gov.mk
https://oglasi-izvestuvanja.finance.gov.mk
htpps://e-nabavki.gov.mk



Web publication system for contract and contract award notices

on the lower-value procurements, and therefore there was no complete data of
all concluded contracts, as well as total funds spent for public procurement in
the Republic of Macedonia. Pursuant to the new Law, contracting authorities
are obliged to submit data on lower-value procurements to the Public
Procurement Bureau, and they are subjected to analysis and are publicly
available.

- The second part contains data on the simplified competitive procedures with
publication of a notice, when the estimated value of the public contract is up to
EUR 20,000 in Denar equivalent for public supply and service contracts and
EUR 50,000 in Denar equivalent for public works contract, excluding VAT.

- The third part contains data on awarded public service contracts referred to in
paragraph 2, Article 17 (railway and water transport services, temporary
employment services, hotel, catering, legal, investigative, education, health,
social, recreational, cultural, sport and other services) with estimated value up
to EUR 20,000 in Denar equivalent, excluding VAT.

Web Publication System provides possibilities for the records on simplified competitive
procedures to be filled in on ongoing basis as the contracts/invoices are concluded.
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M Benefits of the Web Publication System for contract and contract award notices
Introduction of the Web Publication System has contributed for the following:
- greater transparency,
- bigger competition among the economic operators,
- greater efficiency when carrying out the procedures,

- saving funds, time and human resources,
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- greater accountability and transparency in spending public funds.

Web Publication System provides for greater transparency in terms of the contract
award procedures. Each interested person has unlimited and free-of-charge access to all
published contract and contract award notices. It means that the economic operators and the
public have the possibility to monitor public procurement of the contracting authorities through
PPB Web Publication System.

Certain savings were realized at both the economic operators and the contracting
authorities in terms of costs related to publishing contract notices for public supply and service
contracts up to EUR 20,000 and for public works contracts up to EUR 50,000. All contract
notices, pursuant to law, should be mandatory published on the Bureau website for just EUR
15 in Denar equivalent, which are earmarked funds intended for enhancement and
development of the public procurement system.

Web Publication System gives the possibility to search by large number of parameters,
such as procurements carried out by certain contracting authority in a certain period of time,
subject-matter of procurement, type ofo contract, economic operators selected as the most
favourable, i.e. the contractors, value of concluded contracts, their duration, whether the
procedure was carried oout through the electronic system for public procurement, whether e-
uction was applied, whether framework agreement was concluded, whether the procedure was
cancelled and the reason therefore, as well as many other information.
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Greater transparency in public procurement means greater competition and opening of
public procurement market. Competition is measured through the participation of larger number
of economic operators in contract award procedures, thus receiving better quality and cheaper
tenders. Thus, greater savings of public funds are realized and their allocation to other public
projects.
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Efficiency in terms of the introduction of the Web Publication System is measured
through saving time and funds when filling in the contract and contract award notices.

Introduction of the Web Publication System provides for better monitoring of public
funds spending, greater responsibility and accountability of the Government for rational and
efficient usage of taxpayers’ money in the contract award procedures.
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6. Electronic System for Public Procurement

USAID e-Gov Project, in cooperation with the Public Procurement Bureau, and technical
assistance from Seavus IT company, prepared the Electronic System for Public Procurement
(ESPP), which provides for carrying out contract award procedures electronically (use of
electronic equipment for submission, processing and keeping data). The system provides for
secure communication among the contracting authorities and the economic operators, as well
as savings of taxpayers’ money by reducing the prices and the possibilities for corruption in this

area.
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ESPP is a single computerized system available on the Internet (https://www.e-
nabavki.gov.mk), which is used in order to enable greater efficiency and cost-effectiveness in
the field of public procurement. Following contract award procedures can be carried out
through the ESPP: open procedure, restricted procedure and simplified competitive procedures
with publication of a notice (up to EUR 20,000 for public supply and service contracts and up to
EUR 50,000 for public works contracts). When carrying out contract award procedure through
the ESPP, all procedure-related activities (publication of contract notice and tender
documentation, submission of tenders, public opening and evaluation, decision making,
notifications on decisions made, communication with economic operators) are carried out
electronically.

25

http://javni-nabavki.finance.gov.mk
https://oglasi-izvestuvanja.finance.gov.mk
htpps://e-nabavki.gov.mk



Electronic system for public procurement (ESPP)

doroeopeH oprad on oo CaHo nNpexky e-AyiumMia

MWHMCTEPCTED 33 TECTURA * -l

Oglas za dodeluvanje na

MUHWCTEPETBD KaHLjenapuokm 30-08-2008 E;gg:;ai:e dogovor za javna nabavka.pdf
33 TecTMpare MaTepKUjanm 10:30 Aok Eil Tengepoka
AokyMeHTaumja.doc
MUHMCTepcTBo  [epcoHanHM 30087008 Orpammuens = TeHaepcka
33 TecTMpatke KoMOjyTepK 10:20 NoCTanKa AokyMeHTaunja.doc
@ Oglas za dodeluvanje na
MUHWCTEpPCTEO KonnjyTepcka @ 30-08-2008  OTBOpeHa dogovor za javna nabavka.pdf
23 TecTMpare onpeMa 10:00 NocTanka Tenderska
dokumentacija_Kompjuteri.pdf
MMHMCTEPCTBO Tast tast 14-09-2008 OTsBopexs B TeHagepcka
3a TecTMpamke 16:32 necTanka AokyMeHTaumWia.doc
Mpea | Mperxogua | 1| Cnegna | Mocnepnsa NETEHOA: @ - 2-AykUW]3| M - Jenvea Habaska

At the same time, e-auction can be carried out through ESPP as last stage in open
procedure, restricted procedure, simplified competitive procedures and negotiated procedure
with prior publication of a contract notice, as well as in case of reopening competition by
economic operators that are party to framework agreement. E-auction is reverse auction
realised after an initial full evaluation of tenders, where tenderers have a possibility to revise
presented prices downwards, whereby ranking is made automatically. E-auction can be carried
out as last stage in public procurement procedure previously carried out in paper form or
electronically.

In the course of 2008, Public Procurement Bureau and USAID e-Gov Project continued
undertaking activities aimed at enhancing all system functionalities, its security, as well as the
user interface. Electronic system fully meets the functional requirements for carrying out
electronic public procurement set in the EU legal framework (23 of 26 functional requirements).
Optional requirements and the onse pertaining to dynamic purchasing systems and e-
catalogues are not met.

Legal Framework and Implementation of Legal Provisions in Practice and Conclusions
of the Government of the Republic of Macedonia

Pursuant to the provisions in the Law, usage of ESPP is not mandatory for the
contracting authorities, so the level of its usage during the first half of 2008 was insignificant.
Therefore, Law on Modifications and Amendments to the Law on Public Procurement from
October 2008 envisaged gradual introduction of mandatory usage of e-auction by all
contracting authorities, i.e.:

- in atleast 30% of the estimated value of the planned contract award procedures
from 1 January 2010;

- in atleast 50% of the estimated value of the planned contract award procedures
from 1 January 2011 and

- in 100% of the estimated value of the planned contract award procedures from
1 January 2012.

To the end of timely preparation of the contracting authorities to apply this legal
provision, Government of the Republic of Macedonia, at its 10t session held on 26 August
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2008, adopted Conclusion according to which each ministry should publish and carry out
contract award procedure, which will end with e-auction, by the end of 2008.

The Bureau monitored the implementation of this Conclusion and undertook activities
aimed at its observance, i.e. during its intensive trainings organized in the perios August -
December 2008, it constantly remainded the contracting authorities that they were obliged to
carry out procedures through the ESPP, and in December 2008, it sent letter to all ministries
pointing out that they were obliged to carry out at least one procedure through the ESPP by the
end of the year.

Improvement of ESPP Functionalities and Security

In the course of 2008, activities were undertaken aimed at enhancing the functionalities
and changing ESPP design, as well as at increasing oveall security of the ESPP, which was a
result of the second secutiry audit of the system.

On 16 January 2008, USAID e-Gov Project concluded contract with Deloitte audit firm to
carry out second security audit of the ESPP, so as to once again audit and confirm the security
of the application, in particular due to the numerous upgrades and modifications made. Audit
report was submitted on 14 March 2008, and the designer of the software solution made
number of interventions. At the beginning of April 2008, Seavus software company installed
new version of the application, which implemented all recommendations for improving the
security presented in the audit report.

Upon request by the Public Procurement Bureau and Ministry of Information Society, in
March 2008, USAID e-Gov Project engaged Deloitte audit firm to carry out stress test on the
ESPP, confirming its stability when initiating large number of procedures. Stress test carried out
on the ESPP showed that the application had the capacity to support the implementation of all
contract award procedures in the country.

During 2008, Internet link was also promoted, through which access is provided to the
test version of the application for e-procurement (http://test.e-nabavki.gov.mk), so as to provide
the possibility to all contracting authorities and economic operators to test the functioning of the
ESPP prior to carrying out procurement procedures electronically.

During the promotion, 100 test user names and password were delivered to the
representatives from the contracting authorities, thus providing the possibility for they to test the
system through Internet.

Undertaken Activities Aimed at Increased Use of Digital Certificates

Carrying out procurement procedures through the ESPP requires use of digital
certificates. When the Law on Public Procurement enered into force, the Bureau announced,
on its website, notification to the contracting authorities and the economic operators referring
them to two registered issuers of digital certificates in the Republic of Macedonia (CIBS
(Clearing Interbanking System) and Macedonian Telecom). At the same time, the Bureau
informed the contracting authorities, by sending letters and on the trainings, on the necessity to
have the digital certificate.

Hardware Equipment and Infrastructure

Initial version of the software application for the e-procurement was installed on the
server procured through the e-Gov Project. The server was stored in premises specially
designed for the needs of the installation.
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At the end of 2006, the server was moved to the premises of the General Secretariate of
the Government fo the Republic of Macedonia, where it was stored in a specially designed
server room for almost a year.

Following the security audit of ESPP, it was recommended for the application to be
installed on 2 servers — one for the wbe application and the other for the database. In order to
implement this recommendation, the General Secretariate provided 2 identical servers on
which the application was installed.

In mid-2008, the servers were moved to Neotel company, with which the General
Secretariate concluded on-year application hosting contract.

In the course of October 2008, the Bureau, through the Ministry of Finance, published
contract notice for modern hardware equipment for the needs of the ESPP. Specifications for
the necessary hardware equipment for smooth functioning of the ESPP was prepared by the e-
Gov Project, by engaging consulting servicie from Infinity Solutions IT company.

After installing the new equipment, the Public Procurement Bureau will adjust the
software solution for smooth functioning of the ESPP in the new setting. This activity is
envisaged to be carried out in the first half of 2009.

System Technical Specifications
Following technologies will be applied in the software solution for e-procurements:
- Servers Operating system: MS Windows Server 2003,
- Database: Microsoft SQL Server 2005,
- Programming Languages: C#, DHTML, Java Scripts, SQL, XML,
- Microsoft .NET Framework 3.5,
- Microsoft Internet Information Services 6.0.

Tender Protection and System Safety

Tenders/requests to participate in the first stage of the restricted procedure uploaded
through the ESPP are special and a very important type of document, characteristic for their
encription (encoding). When submitting tenders/requests to participate through the ESPP, the
tenderers upload their documents to ESPP, which include the tender and the tender
documentation. At the moment of submitting the documents, the system automatically encrypts
(encodes) their contents. Thus, they are protected and noone can view they contents until the
date of tender opening. On the date and the time set for tender openining, the system
automatically decrypts (deciphers) the tenders, and the Commission can see who submitted
tender and the tender contents.

The system automatically encrypts (encodes) and decrypts (deciphers) the tenders,
using 256-byte encription.

Exchnage of many types of documents is provided through the ESPP, as follows: .doc;
Axt; zip; .pdf; jpg; .jpeg; .gif; .odt; .rar; .xIs; .slk; .xlw; .csv; .ppt; .pps; .docx; .xIsx; .pptx.
Standard type of exchange of document in the system is .pdf. Process of digital sugnature on
.pdf files is integrated in the Adobe program.

Recommendations for Further Development of ESPP
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Main condition for uninterupted operation of the ESPP is to keep the level of its smooth
functioning 24 hours a day, 7 days a week. It will be achieved only by ensuring and maintaining
stable Internet link to access the application and adequately trained staff to take care for time
undertaking of all necessary measures for proper maintenance of the system.

ESPP should be mandatory integrated with the Web Publication System for contract
and contract award notices, so as to facilitate even more its usage and to avoud double entry of
certain information when creating and carrying out the procedures.

Integrated software application for public procurement should be installed on the new
hardware infrastructure, i.e. on 4 servers connected in a cluster setting. For the purpose of
smooth functioning of the applucation in the new setting, it needs to undergo certain
adjustments.

Intensity of organizing promotion events and trainings for both the contracting
authorities and the economic operators should be maintained. In addition to these groups of
users, State Appeals Commission and State Audit Office also need to be traind in the use of
ESPP.

Financial resources need to be ensured for the system maintenance and continuous
improvement of its functionalities.

Statistical Data on ESPP Use

Since ESPP started to be developed until today, there is huge progress made in the
filed of accepting and using e-procurement in the Republic of Macedonia.

222 contracting authorities and 1,200 economic operators (this number includes double
registrations, as well as several registered persons from a single economic operator) are
registered on the ESPP.

During 2008, 19 contract award procedures were carried out through the ESPP. Six
procedures out of them were on the basis of e-auction, i.e. since some contracts can be divided
into lots, 16 e-auction were carried out (each lot entailed separate auction) as last stage in the
open procedure, restricted procedure, simplified competitive procedures and negotiated
procedure with prior publication of a contract notice, as well as in case of reopening
competition by economic operators that are party to framework agreement.

Table 1 Contracting Authorities that Carried Out Procedures through the ESPP in 2008

Number of
RGO c9ntractmg proc'edures Type of procedure Electronic auction
authority carried out
through ESPP
Ministry of Internal Affairs 1 Open procedure =]
Ministry of Finance 1 Open procedure
Customs Administrati 1 Open procedure
ustoms Administration 1 Open procedure =
Public Housing Enterprise of the .
Republic of Macedonia 6 Open procedure i =
9 Simplified competitive
Berovo Municipality procedures
9 Open procedure
Health Insurance Fund of .
Macedonia 1 Open procedure B3
Public enterprise “Watersupply 1 Open procedure E =]
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and Sewerage” - Skopje

Common Service Agency within
the Government of the Republic
of Macedonia

Open procedure E B

Public enterprise “Macedonian
Radio Broacasting” - Skopje

General Secretariate

Open procedure =]
B3

Open procedure

Legend:

- & subject-matter of procurement in the concerned procedure is dividable into

lots

- ®the concerned procedure will be carried out with e-auction

Table 2 Detailed Review on Procedures Carried Out through the ESPP in 2008

Name of the Subject-matter of Type of Date and Selected tenderer
contracting procurement procedure time
authority
01 | Berovo Construction and open 11.02.2008 Decision for selection of the most
Municipality reconstruction of 11:00 am favourbale tender was adopted. Blato
opened sports DOO was selected as the winning
fields and tenderer.
installment of urban
equipment (goals,
baskets, stands
and other tyoe of
sports equipment)
02 | Berovo Arrangement of the open 06.03.2008 Decision for selection of the most
Municipality ground floor of part 12:00 am favourable tender was adopted. KRIN
of the city square. PROIZVODSTVO DOO was selected as
the winning tenderer.
03 | General Internet services open, 25.02.2008 Internet DIS Decision
Secretariate dividiable 11:00 am link 1 On.net  for
into lots Doo selection of
the most
favourable
tender
Internet Neotel  Decision
link 2 Doo for
selection of
the most
favourable
tender
04 | Public Procurement of Open, 08.05.2008 | Lowest price at the e-auction was
enterprise materials for carried out in (auction) submitted by Pexim dooel - the
“Macedonian electrical paper form, tenderer. Final decision for this
Radio connection for the | which ended procedure will be reached by the
Broacasting” - “Computer for with e- responsible person, and you will be
Skopje Every Child” auction additionaly notified in paper form
Project - through the therefore.
secondary schools, ESPP
extension cords
05 | Berovo Procurement of Simplified 11.06.2008 | Decision for selection of the most
Municipality construction competitive 11:00 am | favourable tender was adopted.
materials and procedures GRAMADA was selected as the winning

works related to
rehabilitation and

tenderer.
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reconstruction of
sanitary facilities in
primary schools in
Berovo Municipality

06 | Common IT equipment: Open, 1.24.09.2008 | 1. Lowest price at the e-auction was
Service 1. computers dividable into | 2.25.09.2008 | submitted by the tenderer DUNA
Agency within | 2. peripheral lots with4 | 3.25.09.2008 | KOMPJUTERI.
the devices auctions (4 | 4.26.09.2008 | 2. Lowest price at the e-auction was
Government of | 3. softwares lots — 4 (auctions) submitted by the tenderer Pexim dooel.
the Republic 4. servers and auctions), 3. Lowest price at the e-auction was
of Macedonia | additional fully carried submitted by the tenderer DUNA

equipment out through KOMPJUTERI.
ESPP 4. Lowest price at the e-auction was
submitted by the tenderer Lankom
Kompjuteri.

07 | Ministry of 32.000 litres of open 13.10.2008 | Decision for selection of the most
Finance - heating oil (extra favourable tender was adopted.
Customs light) and 2,000 “MAKPETROL” AD-SKOPJE was
Administration | litres oil selected as the winning tenderer.

08 | Public Land, building, e-auction 31.10.2008 | Lowest price at the e-auction was
Housing concrete and (open (auction) submitted by the tenderer D.G. ,NELA-
Enterprise of reinforced concrete procedure AR“ - dooel Aco.
the Republic works for current carried out in
of Macedonia | and investment paper form,

mainatenance of which ended
residential and with auction
business premises through the
and other facilities ESPP)
managed by the

enterprise and

obligations within

the guarantee

period

09 | Public Electricity for e-auction 31.10.2008 | No new downward-revised proce was
Housing current and (open (auction) submitted during the e-auction.
Enterprise of investment procedure
the Republic mainatenance of carried out in
of Macedonia | residential and paper form,

business premises | which ended
and other facilities with auction
managed by the through the
enterprise and ESPP)
obligations within

the guarantee

period

10 | Public Watersupply, e-auction 03.11.2008 | Lowest price at the e-auction was
Housing sewerage and (open (auction) submitted by the tenderer Viktorija
Enterprise of sanitary facilities procedure Gradba - Skopje.
the Republic for current and carried out in
of Macedonia | investment paper form,

mainatenance of which ended
residential and with auction
business premises through the
and other facilities ESPP)
managed by the

enterprise and

obligations within

the guarantee

period
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11 | Public Carpentry, parquet e-auction 03.11.2008 | Lowest price at the e-auction was
Housing flooring, glassware, (open (auction) submitted by the tenderer D.G. ,,NELA-
Enterprise of cheramics, painting procedure AR“ - dooel Aco.
the Republic and decorating and | carried out in
of Macedonia | insulation works for | paper form,

current and which ended
investment with auction
mainatenance of through the
residential and ESPP)
business premises

and other facilities

managed by the

enterprise and

obligations within

the guarantee

period

12 | Public Construction of all e-auction 17.11.2008 | Lowest price at the e-auction was
Housing phases of the (open (auction) submitted by the tenderer BEMOS V.
Enterprise of project BLR 1 C1in | procedure
the Republic Bitola. carried out in
of Macedonia paper form,

which ended

with auction

through the
ESPP)

13 | Public Construction of all e-auction 18.11.2008 | Lowest price at the e-auction was
Housing phases of the (open (auction) submitted by the tenderer BEMOS V.
Enterprise of project Rasadnik procedure
the Republic Block 3 in Ohrid. carried out in
of Macedonia paper form,

which ended

with auction

through the
ESPP)

14 | Health Heating oil - extra open, 21.11.2008 Heating ~ Makpetrol ~ Decision
Insurance light (EL) and dividiable 13:30 pm oil - AD for
Fund of engine oils into lots extra Skopje selection
Macedonia light of the

(EL) most
favourable
tender

Engine Makpetrol  Decision

oils AD for
Skopje selection
of the
most
favourable
tender

15 | Public Hardware open, 1.28.11.2008 | 1. No new downward-revised proce was
enterprise Equipment dividable into | 2.01.12.2008 | submitted during the e-auction.
“Watersupply | 1. List 1 portable lots, carried | 3.01.12.2008 | 2. No new downward-revised proce was
and computers outin paper | (auctions) submitted during the e-auction.
Sewerage” - 2. List2 PCs form, with 3 3. Lowest price at the e-auction was
Skopje Desktop PC and auctions (3 submitted by the tenderer Pexim dooel.

monitors out of the 4
3. List 4 - rack planned
cabinet, cable, auctions —
UPS requirements
for holding
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an auction
were not
met)

16 | Ministry of Electricity, e-auction 28.11.2008 | Lowest price at the e-auction was
Finance - watersupply, (open (auction) submitted by the tenderer Viktorija
Customs cheramics, procedure Gradba - Skopije.

Administration | carpentry, painting | carried outin
and decorating paper form,
works at border which ended
crossings and with auction
posts in the through the
Republic of ESPP)
Macedonia: Blace,

Tabanovce,
Pelince, Deve Bair,
Delcevo, Novo
Selo, Star Dojran,
Bogorodica, Stenje,
Megitlija, Sveti
Naum, Kafasan
and Blato

17 | Ministry of Procurement of open 28.11.2008 | Decision for cancellation of the procedure
Finance heating oil — extra procedure 11:.00 am | was adopted.

light (EL) for the with an
heating season auction
2008/2009 for the (there was
needs of regional no
offices of the acceptable
Ministry of Finance | tender, the
auction was
not held)

18 | Berovo Procurement of Simplified 02.12.2008 | Decision for selecting the most

Municipality constraction competitive 12:00 am | favourable tender was adopted.
materials and procedures Turboinzenering — Skopje was selected
equipment for as the winning tenderer.
reconstruction of
tank and pump
station at the
Berovo Lake

19 | Ministry of Procurement of e-auction December | Lowest price at the e-auction was

Internal Affairs | collective insurance (open 2008 submitted by the tenderer SIGMA.
procedure (auction)
carried out in
paper form,
which ended
with auction
through the
ESPP)

Governemnt institutions appearing as implementing agencies for e-procurement in the
Republic of Macedonia were designated their roles and responsibilities. Technical support to
ESPP falls within the responsibility of the General Secretariate within the Governemnt of the
Republic of Macedonia, together with the trained IT personnel from the Public Procurement
Bureau. Ministry of Information Society ensures additional financial and technical support for
the purpose of smooth functioning of ESPP.

In 2005, people were just talking about the introduction of a modern fully-functional
electronic system for public procurement. Today we have a system that encompasses the
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whole process of preparation, publishing and carrying out the contract award procedures
electronically. Introduction of electronic auctions should be pointed out as a novelty, which
provide for significant savings for the contracting authorities, as well as the module Register for
INFO for New Contract Notices, which provides easier access to information abount new
contract notices published through the system for economic operators. Process of monitoring,
analysis of procedures and presentation of the results from the carried out procedures is
significantly improved. In addition, another novelty and benefit from the introduction of this
software application is the facilitated way of communication among the contracting authorities
and the economic operators, as well as the increased transparency when carrying out contract
award procedures.

We believe that by introducing the electronic system for public procurement we have
achieved huge progress in the field of promoting e-services offered by the Government of the
Republic of Macedonia, and this step is just an incentive to the modernization of the overall
operations of the Public Procurement Bureau, all contracting authorities and economic
operators in the Republic of Macedonia.
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7. Analysis of the statistical data for implemented procedures
and concluded public procurement contracts

Introduction

Public Procurement Bureau, according to its legal obligation referred to in Article 14(1)
indent 7 of the Law, collects, processes and analyses public procurement data and statistical
reports. The Bureau regularly prepares semi-annual and annual report and, if necessary,
monthly reports in the public procurement area. Further in the text, there is detailed description
of the public procurement market in the Republic of Macedonia for 2008. Data are given
categorised in several parameters and types, in order to be able to better perceive the
conditions in the area of public procurement, financial flows and implications of the public
consumption by the contracting authorities.

Subject of the data analysis in this Report are all public announcements for public
procurement contract award, announcements for design contests and all concluded public
contracts in the selected period, and for the first time it covers simplified competitive procedure
without public announcement — up to EUR 5,000.

Data given further in the text are collected from a total of 951 contracting authorities
registered in the Public Procurement Bureau web-information system.

The use of the public procurement web-information system and filling in the notices
and announcements only electronically facilitated the Public Procurement Bureau to manage a
large database and have detailed inspection into the public procurement procedures in the
Republic of Macedonia. Further in the text are given data for 2008, analysed in different
parameters according to the database of the web-information system and the procedures
conducted according to the new Law on Public Procurement, not considering the procedures
conducted according to the previous Law on Public Procurement. Moreover, due to the
different grounds and circumstances under which the procedures in the previous years were
conducted (previous Law) and in 2008 (new Law) and due to the lack of possibility for reliable
comparison, the Report does not give complete comparative data with the previous years.

General and Comparative Data for the Concluded Public Procurement
Contracts

From the database of the public procurement web-information system, it could be easily
noticed that in 2008 there are 22 053 public procurement contracts concluded, in a total value
of 27,553,199,555.67 denars (VAT included). The value of public procurements in the country
in 2008 is 7% of the GDP of the Republic of Macedonia.

While analysing this number of concluded contracts it has to be emphasised that it also
contains the contracts/invoices under the threshold of EUR 5,000, for simplified competitive
procedure without public announcements, thus the number of concluded contracts is so high.
This number shows increase of concluded public procurement contracts’ value for 2008
amounting to 26% compared to 2007. This number relating to the public procurement value in
2008 provides most realistic picture of public procurement volume compared to the amounts of
the previous years, because now, due to the setting of the system itself of notices and
announcements and the obligation of the contracting authorities to use this system, there is a
database covering all contracting authorities and the public procurement procedures they have
conducted. Furthermore, the increase in the value is due to the growth of the economy in the
Republic of Macedonia (GDP growth, budget increase).
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Although the system enables developing of solid database, and Public Procurement
Bureau through its activities trains the contracting authorities to deliver the reports in time,
these amounts do not represent complete coverage of the public procurement contracts,
because data delivery mostly depends on the diligence of the contracting authorities in meeting
their legal obligations. However, it has to be emphasised that for the first time during 2008
through the semi-annual records of the simplified competitive procedure, the data are collected,
processed and analysed for procurement of goods, services and works up to EUR 5,000.

Table 1 and graph 1 give comparative review of the number and value of concluded
public procurement contracts for the last 3 years, from the budget of the Republic of
Macedonia, GDP and GDP percentage.

Table 1
Public
Procurement
Year Budget of RM GDP Concluded value as
contracts value
GDP
percentage
2006 81,749,000,000.00 | 310,932,000,000.00 | 8,958,199,675.00 3%
2007 108,634,000,000.00 | 353,786,000,000.00 | 21,841,515,274.00 6%
2008 128,740,000,000.00 | 398,640,000,000.00 | 27,553,199,555.67 7%
Value given in MKD (Macedonian denars)
Graph 1

Comparison of concluded contrcts' values per year

Graph 1: Comparison of concluded contracts’ values per year

Data from the Announcements for Public Procurement Contract Award,
Simplified Competitive Procedure and Design Contest

In 2008 on the web-information system for publishing the notices and announcements
6867 announcements were published, of which 2790 announcements for simplified competitive
procedure, 4057 announcements for public procurement contract award (open procedure,
restricted procedure, competitive dialogue and negotiating procedure with previous published
announcement) and 20 announcements for design contest. It is necessary to emphasise here
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that these are announcements for special types of procurement procedures published through
the system. Table 2 and graph 2 shows the number of published announcements according to
the type of procedure.

Table 2
Number of
Rracedure 1 announcements
Simplified competitive procedure 2790
Open procedure 3961
Restricted procedure 69
Competitive dialogue 1
Design contest 20
Negotiating procedure with prior announcement publishing 26
Total 6867
Graph 2
Number of published announcements according to proc edure type
@ Simplified
competitive
procedure; . ]
2790 @ Design contest;
20
O Competitive
dialog; 1
O Negotiated @ Open
procedure with procedure;
prior 3961
announcement;
26 M Restricted
procedure; 69
Graph 2: Number of published announcements according to procedure type
I Restricted procedure, 69 o Negotiating procedure with prior announcement publishing, 26 o Competitive dialogue, 1
o Simplified competitive procedure, 2790 I Design contest, 20 @ Open procedure, 3961

From the above data it is clear that in 2008 there were mostly announcements for open
procedure — 3961 and simplified competitive procedure — 2790 announcements. This clearly
shows that the contracting authorities have used the open procedure as one of the most
transparent, and also have used the simplified competitive procedure with previously published
announcement for goods and services up to 20.000 euros and works up to 50.000 euros, which
is simpler than the open procedure. This procedure in the public procurement system in
Macedonia is used since 2008 by entering into force of the new Law and the contracting
authorities are using it to simplify the public procurement contract award procedure.
Announcements for this procedure are published only through the web-information system of
the Public Procurement Bureau.

According to the subject of the public procurement contract, most of the
announcements for simplified competitive procedura were published for procurement of goods,
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1389 announcements. Number of published announcements for simplified competitive
procedure according to the types of contract is given in graph 3.

Graph 3

Number of published announcements for simplified
competitive procedure according to the public contr act type

@ Goods;

O Works; 812
1389

W Services;
589

Graph 3: Number of published announcements for simplified competitive procedure according to the public contract type

B Services: 589 o Works: 812 B Goods: 1389

Data is the same for the announcements for award of public procurement contract (open
procedure, restricted procedure, competitive dialogue and negotiating procedure with prior
announcement publishing) Most of the announcements for award of public procurement
contract were published for procurement of goods — 2406 announcements. For services there
are 870 announcements and for works there are 781 announcements. Published
announcements for awarding contracts according to the contract type are given in graph 4.

Graph 4
Number of published announcements for awarding
contracts according to the public contract type
O Works; 781
W Senvices;
870 @ Goods; 2406

Graph 4: Number of Published announcements for awarding contracts according to the public contract type
B Services: 870 o Works: 781 B Goods: 2406
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Table 3 shows summarised data for all announcements published at the Bureau's
system, divided according to the subject type of the public procurement contract

Table 3
Type of public Nur?grers?r:l ?ﬁgfggﬁe;mts Number of announcements
procurement contract P P for contract award
procedure
Goods 1389 2406
Services 589 870
Works 812 781
Total 2790 4057

Related to the division according to contracting authorities’ category, in accordance with
Article 4 of the Law on Public Procurement and the Decision on determining the indicative list,
the total number of published announcements for simplified competitive procedure according to
the category of the contracting authority is given in graph 5.

Graph 5

Number of published announcements for simplified
competitive procedure according to the category of the
contracting authority”

@ Public eneterprises, joint
stock companies and
limited liability companies
of the covered services;
296

O Legal entities established
by one or several
contracting authorities; 4

@ State authorities; 385

O Legal entities established

to meet public needs /

Article 4, paragraph 1,

indent b) of the Law; @ Authorities of local self

1349 government units and the
City of Skopje; 756

Graph 5: Number of published announcements for simplified competitive procedure according to the category of the contracting authority

o Legal entities established to meet public needs — Article 4, paragraph 1, indent b) of the Law: 1349 o Legal entities established by
one or several contracting authorities, 4 B Public enterprises, joint stock companies and limited liability companies of the covered
services, 296 B state authorities, 385 B Authorities of local self-government units and the City of Skopje, 756

During the analysis of the data for published announcements for tender invitations
according to the category of contracting authority, it could be seen that most of the
announcements — 1349 were from the contracting authorities of the category of legal entities
established for meeting public interests — Article 4 paragraph 1 indent b) of the Law on
contracting authorities that belong to the category of authorities of the local self-government
units and the City of Skopje — 756 announcements. Thus, it shows that the state authorities and
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the public enterprises, joint stock companies and limited liability companies from the covered
public activities have published significantly less announcements for simplified competitive
procedure compared to their published announcements for contract award, and it is due to the
values of their procurements which is high and break the threshold of EUR 20,000 for goods
and services and EUR 50,000 for works.

Graph 6

Number of published announcements for public procur ement
contract award according to the category of the con tracting
authority

_ . - O Other contracting
@ Public eneterprises, joint authorities; 14
stock companies and
limited liability companies

of the covered services;

757 @ State authorities; 780

O Legal entities established

by one or several
contracting authorities; 5

@ Authorities of local self
gov ernment units and the
City of Skopje; 649

O Legal entities established
to meet public needs -
Article 4, paragraph 1,
indent b) of the Law;
1852

Graph 6: Number of published announcements for public procurement contract award according to the category of the contracting authority

o Legal entities established to meet public needs — Article 4, paragraph 1, indent b) of the Law: 1852 o Legal entities established by
one or several contracting authorities, 5 B Public enterprises, joint stock companies and limited liability companies of the covered
services, 757 Other contracting authorities, 14 I State authorities, 780 o Authorities of local self-

government units and the city of Skopje, 649

Graph 6 clearly determines that most of the announcements for award of public
procurement contract are published by the contracting authorities that belong to the category of
legal persons established for meeting public needs — Article 4 paragraph 1 indent b) of the Law,
which is 1852. The following category is the state authorities — 780 and public enterprises, joint
stock companies and limited liability companies of the covered public activites — 757
announcements.

Table 4 shows summarised data for both types of announcements according to the
contracting authority category.

Table 4
Number of Number of
Contracting authority category announcements an;l oupcelr?e: *
y for contract or simpifie
e competitive
procedure
State authorities 780 385
Authorities of local self-government units and the city of Skopje 649 756
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Legal entities established for meeting public needs — Article 4 paragraph

1indent b) of the Law 1852 1349
Legal entities established by one or several contracting authorities 5 4
Public enterprises, joint stock companies and limited liability companies

! - 757 296
of the covered public activities
Other contracting authorities 14 /
Total 4057 2790
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Related to shortening the deadlines, the contracting authorities in 2008 published 157
procedures with shortened deadlines. Shortening the procedure deadlines, according to the
procedure type, could be used: if the contracting authority has previously published indicative
announcement, has published complete tender documentation at an internet address or
because of urgent reasons.

Total number of published announcements for framework agreement, as a special
method for award of public procurement contract in 2008, is 658 (527 announcements for
contract awarding and 131 simplified competitive procedure).

When the announcement data is analysed, which type of criterion for award of public
procurement contract was used by the contracting authorities in the conducted procedure,
could be determined that the criterion for economically most favourable tender is far more used
than the lowest price criterion.

Table 5 shows the data for the number of published announcements according to the
criterion for award of public procurement contract that is used in the procedure. Here it is
necessary to note that the announcements with restricted procedure, negotiating procedure
with prior announcement publishing and competitive dialogue, the criterion is not published in
the announcement, but it is given in the tender documentation for the next phase of the
procedure.

Table 5
Number of
announcements for Number of
Criteria for contract award simplified announcements with

competitive open procedure
procedure

Economically most favourable tender 2241 3442

Lowest price 549 519

Total 2790 3961

Graph 7 provides the dynamics of announcement publishing per months. This graph
shows that the biggest intensity of announcement publishing is in the beginning of the year in
February, March and April, so that in mid 2008 to be lower and at the end of the year, the
number of published announcements to increase. This dynamic is mostly due to the fact that
the contracting authorities begin the public procurement procedures at the beginning of the
year.
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Graph 7

Jan Feb Mar Apr May Jun

Aug Sep Oct Nov Dec

Graph 7: Number of published announcements per month

I Simplified competitive procedure I Contract award announcements

Competition in the public procurement contract award procedure

As an indicator for the competition, on of the basic principles of public procurement
contract award, could be the average number of acceptable tenders per contract. Tables 6 and
7 show review of acceptable tenders per contract according to contract subject type and

procurement procedure type.

Table 6
Subject of public procurement contract Average number of tenders per contract
Goods 5
Services 4
Works 4
Table 7
Procedure type Average number of bids per contract
Simplified competitive procedure with published 3
announcement
Open procedure 5
Restricted procedure 3
Negotiating procedure with prior announcement 9
publishing
Negotiating procedure without prior announcement 1
publishing
Public procurement contract award for the category of
services 17-27, with estimated value under EUR 1
20,000
Public procurement contract award for the category of
services 17-27, with estimated value over EUR 20,000 4

Data in tables above show that highest level of competition was reached in open
procedure with an average of 5 acceptable tenders submitted per contract. This fact is
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expected, because open procedure (that has 77% of the public procurement value in RM)
compared to other procedures, enables strongest competition. Restricted procedure has 3 as
an average number of submitted tenders, while lowest number appears in negotiating
procedures due to their specificity and some of the conditions (exclusivity, additional deliveries)
under which these procedures are conducted. Nevertheless, the positive indicator is the high
level of competition in public procurement contract award procedure for the category of
services 17-27 with estimated value over EUR 20,000 — average of 4 tenders, regarding the
more flexible conditions and legal provisions for conducting this procedure compared to others.

Concluded public procurement contracts

This part of the report gives the data and conducted analysis of the public procurement
contracts concluded in 2008 according to different indicators. Due to better clarity and data
clearness, this chapter is divided relating to whether data refer to reports for concluded public
procurement contract or records of simplified competitive procedures. The first case covers the
open, restricted and negotiating procedures with and without announcement publishing,
competitive dialogue and service contract award referred to in Article 17 indent 2, over EUR
20,000. Secondly, part for procedures record keeping covers the simplified competitive
procedures with and without announcement publishing and service contract award procedure
referred to in Article 17 indent 2 under EUR 20,,000. All contract data is published on the web-
site https://oglasi-izvestuvanja.finance.gov.mk and is fully available to the public.

The following table 8 and graph 8 show the number and value of public procurement
contracts concluded in 2008 according to contract award procedure type. It covers summarised
data, and further in the text, it is summarised according to type of notices or announcements,
given according to different indicators. According to the value of contracts concluded, most
used is the open procedure, through which there are 4897 contracts concluded amounting to
20,884,861,789.41 denars — 77% of the total public procurement value in Macedonia. Following
open procedure, used far less compared to the value, is the simplified competitive procedure
without announcement publishing — concluded 12246 contracts amounting to 1,848,743,316.36
denars. Here it is necessary to note that these are contracts/invoices up to EUR 5.000 in denar
countervalue, for which contracting authorities use the procedure defined in Article 100 of the
Law. Average value per contract for this type of procedure is 150.967,00 denars or about EUR
2,450. Almost the same (6% of the total procurement value), used is the simplified competitive
procedure with announcement publishing - concluded 2425 contracts amounting to
1,726,681,839.60 denars. Other procedures are used far less (all together about 10% of the
total procurement value).
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Graph 8
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Graph 8: Value of concluded public procurement contracts according to procedure type
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Table 8
Number of
Type of contract award procedure concluded Concludvt;(:uzontracts
contracts
Simplified competitive procedure
without announcement publishing 12246 1,848.743,316.36 denars
Simplified competitive procedure 2425 | 1,726,681,839.60 denars
with announcement publishing
Open procedure 4897 20,884,861,789.41 denars
Restricted procedure 22 311,695,844.80 denars
Negotiating procedure with prior
announcement publishing 17 928,275,829.00 denars
Negotiating procedure without prior
announcement publishing 1028 1,472,166,022.90 denars
Public procurement contract award
for the category of services 17-27 (total) 1418 380,774,913.60 denars
Total 22053 27,553,199,555.67 denars

http://javni-nabavki.finance.gov.mk
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o Negotiating procedure
Contract award procedure for services category 17-27, 1% [ Simplified competitive
Simplified competitive procedure with announcement publishing, 6%
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Data from the Public Procurement Contract Award Reports

Contracting authorities according to Article 55 of the Law are obliged to submit to the
Bureau a Report on Concluded Contracts no later than 30 days of the day of concluding the
contract. These data include the concluded contracts per:

- Conducting open procedure, restricted procedure, competitive dialogue or
negotiating procedure with and without prior announcement publishing,

- Procurement of services from Article 17 paragraph 1 indent 2 of the Law, with
estimated value of over EUR 20,000, excluding VAT.

According to the above-mentioned public procurement contract award procedures, in
2008 there were submitted reports for concluded 6013 contracts in total amount of
23.848.822.987,67 denars. Number and value of the concluded contracts per contracting
authority category and its main activity or service are given in Table 9 and graph 9.

Graph 9
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Graph 9: Value of concluded public procurement contracts according to contracting authority category

o Legal entities established by one or several contracting authorities @ Public enterprises, joint stock companies and limited
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I Authorities of local self-government units and the city of Skopje, 15% o Legal entities established to meet public needs —
Article 4, paragraph 1, indent b) of the Law: 41%

Table 9
. . Number
Celiectai oty Main activity of Concluded contracts value
category contracts
A. State authorities General services 271 1,452,382,669.13 denars
Defence 229 321,696,277.52 denars
Public order and safety 180 939,368,085.05 denars
Environment 15 59,886,567.00 denars
Economy and finance 44 197,808,228.50 denars
Social protection 5 26,409,529.00 denars
Sport and culture 48 299,715,562.00 denars
Education 116 854,114,933.00 denars
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Total A. 908 4,151,381,851.20 denars
B. Authorities of Iocgl self- General services/
government unlts. Total B. 628 3,542,719,362.49 denars
and the city of Skopje °
General public services 685 2,826,665,996.18 denars
Public order and safety 14 27,972,456.00 denars
Environment 16 63,212,803.50 denars
C. Legal entities established Health care 2174 4,031 ,175,78335 denars
for meeting Housing, civil engineering and 97 479 754.381.07 denars
the public interest needs | transport Y
Article 4 paragraph 1 indent | Social protection 140 348,525,232.59 denars
b) of the Law Sport and culture 29 53,892,733.83 denars
Education 516 945,047,509.03 denars
Other 54 909,417,879.01 denars
Total C. 3655 9,685,664,774.56 denars
D. Legal entities established
byone Other 3 3,107,970.86 denars
or several contracting Total D.
authorities
E. Public enterprises, joint | General services 259 1,320,776,396.39 denars
stock Other 555 4,106,331,133.17 denars
companies and limited
liability
companies of the covered | Total E. 814 5,427,107,529.56 denars
services
F. Other contracting General public services 1 680,892,000.00 denars
authorities -~ legal enfities | Other 4 357,949,499.00 denars
that act on the basis of
special or exclusive right | Total F. 5 1,038,841,499.00 denars
(private legal entities)
Total Total A+B+C+D+E+F 6013 23,848,822,987.67 denars

The table shows detailed review of the realised public procurement according to the
category and main service of the contracting authorities. It can be seen that the largest
percentage (41%) falls to the category of legal entities established for meeting public interest
needs — Article 4 paragraph 1 indent b) of the Law for the activities — health care and general
public services. This is the result of the fact that under this category fall all health care
institutions, hospitals, schools, children's institutions for pre-school education, part of the public
utilities enterprises and other legal entities performing activities of public interest. Actually, this
category covers most of the contracting authorities (see Decision on Determining the Indicative
List of Contracting Authorities, Official Gazette of the Republic of Macedonia No. 159/07).

Further on, the second category according to conducted public procurement is the
contracting authorities that fall into - public enterprises, joint stock companies and limited
liabilities companies of the covered activities that take 23% of the public procurement value on
the Republic of Macedonia. Approximately similar percentage of concluded contracts’ value
falls to the state authorities (17%) and local self-government units and the city of Skopje (15%).
During data analysis of the public procurement contracts concluded, according to contracting
authority category, the Bureau has more detailed data regarding the subject type of public
contract and procedures used by the contracting authorities in the adequate category. Thus,
mostly used procedure in each category is the open procedure. However, there is an
interesting data that in the category of legal entities established for meeting public interest
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needs — Article 4 paragraph 1 item b) of the Law, most often used procedure is the negotiating
procedure without announcement publishing, through which the contracting authorities of this
category have concluded 683 contract in an amount of 909,728,017.17 denars, which is even
62% of the total concluded contracts’ value according to this procedure. Regarding the subject
type of public procurement contract, in each of the separate categories of goods procurement
prevails, except in the category of local self-government units and the city of Skopje, where
most of the contracts (more than a half) are concluded for procurement of works.

According to the subject of the public procurement contracts in 2008 4221 contracts
are concluded for goods (amounting to 13,031,202,879.52 denars), 1064 service contracts
(amounting to 4,874,673,071.24 denars) and 728 contracts for public works (5,942,947,036.91
denars). Graph 10 and Tables 10, 11 and 12 show detailed data for the number and value of
the contracts according to the contract subject type.

Table 10
Subject type of public procurement contract conclr‘:u l;?:?::;::racts Concluded contracts value
Goods 4221 13,031,202,879.52 denars
Services 1064 4,874,673,071.24 denars
Works 728 5,942,947,036.91 denars
Total 6013 23,848,822,987.67 denars

Graph 10

Value of concluded public contracts according to co ntract type

O Works; 25%

@ Goods; 55%
B Services; 20%

Graph 10: Value of concluded public contracts according to contract type

B services: 20% o works: 25% B Goods: 55%
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Table 11
Number of
Type of public procurement contract - Goods concluded Concluded contracts value
contracts

Buying 1326 5,043,355,250.58 denars
Buying with postponed payment 2870 7,239,937,712.42 denars
Renting with an option of buying 3 7,642,883.00 denars
Renting without an option of buying 1 285,000.00 denars
Combination of the above 21 739,982,033.52 denars
Total 4221 13,031,202,879.52 denars

Table 12

. Number of
Type of_publlc procuremgnt contract — concluded Concluded contracts
Services ; No. of service category contracts value
1,338,963,692.85
1 — Maintenance and repair 359 denars
2 — Road transport 165 274,067,648.00 denars
3 - Air transport 14 54,944,000.00 denars
4 — Postal transport 2 5,000,000.00 denars
5 — Telecommunication services 13 41,887,679.00 denars
6 — Financial services 51 66,668,905.13 denars
7 — Information services 39 107,783,814.00 denars
8 — Research and development services 3 2,070,120.00 denars
9 — Accounting and audit 11 7,062,403.00 denars
10 — Market research 1 9,359,222.00 denars
11 — Management counselling services 9 41,797,912.00 denars
12 — Architectural and engineering 1,690,607,363.00
services 172 denars
13 — Marketing services 27 100,094,926.50 denars
14 — Object cleaning 6 12,838,675.23 denars
15 — Publishing and printing services 53 161,448,417.00 denars
16 — Sanitary services 20 23,374,121.00 denars
17 — Hotel and catering services 11 50,713,540.00 denars
18 — Railway transport 8 107,619,470.00 denars
20 — Additional transport services 2 28,000,000.00 denars
21 — Legal services 7 49,020,038.50 denars
22 — Temporary employment services 17 171,952,787.00 denars
23 — Investigation and safety services 12 15,355,030.00 denars
24 — Education services 14 34,002,493.00 denars
25 - Health care and social services 2 6,650,000.00 denars
26 — Recreational and sports services 7 19,815,784.00 denars
27 — Other services 39 453,575,030.03 denars
4,874,673,071.24

Total 1064 denars

The previous tables show that biggest part (55%) of the public procurement contracts
are contracts for procurement of goods, and mostly contracts for buying/buying with postponed
paying. Regarding the public service contracts (20% of the total public procurement values), in
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their structure it could be noted the different representation of the service categories according
to the Decree on services that are subject of the contracts for public procurement of services
(Official Gazette of the Republic of Macedonia No 157/07). However, the largest part of the
contracts’ value falls to the public service contracts for maintenance and repair (category 1)
and architectural and engineering services (category 12). Related to procurement of public
works (25% of the awarded contracts value) are mainly construction works, as shown in the
table below.

Table 13
Number of
Type of public procurement contract - Works concluded Concluded contracts value
contracts
Construction 678 5,670,600,086.49 denars
Designing and constructing 24 140,240,427 .42 denars
Realisation, with any resources, determined by the
contracting authority 26 132,106,523.00 denars
Total 728 5,942,947,036.91 denars

If the dynamics of contract award is considered per months for 2008 (graph 11), could
be noted a trend of permanent increase in the volume of contracts concluded from the
beginning throughout the end of the year, so that the movement to reach highest values in
October and December. This is due to the fact that the largest part of its procedures the
contracting authorities begin in the first half of the year and regarding the timeframe of realising
the procedure until the moment of contract conclusion, it is expected the largest percent of
concluded contracts to be in the second part of 2008. Also, due to the fact that completion of
the budget year and planning of the next year's budget, as well as budget preparation itself, it is
the tendency that in the period of September-November the contracting authorities intensify the
procedures and enlarge the range of using the public resources.

Graph 11
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Regarding the other indicators according to which it could be described in more details
and to specify the concluded public procurement contracts, the Bureau has details for awarded
framework agreements, utility contracts, conducted group procurements, etc. In 2008, from the
data delivered through the reports for concluded contracts, as group procurement 190
contracts are concluded. In the same period 394 framework contracts are concluded amounting
to 3,171,803,882.70 denars, which represents 12% of the total amount of public contracts over
the thresholds of EUR 20,000 euros for goods and services and EUR 50,000 for works. For
2008, reports are submitted for 1228 sectoral contracts amounting to 7,277,674,914.25 denars.
However, this data has to be taken with reserve, namely, some of the contracting authorities
due to technical errors, and small part due to inadequate knowledge of the provisions of the
Law, have marked the awarded contracts as utilities contracts, so that the real value of the
awarded utility contracts is smaller than that presented previously. 200 of the public
procurement contracts (amounting to 5,396,562,402.64 denars) there was international
announcement publishing. Analysed according to the country of origin of the contractor, the
data is given in table 14 and graph 12.

Table 14
Country of origin of the Number of concluded Concluded contracts value
contractor contracts
Macedonia 5935 22,588,916,993 denars
EU 46 941,539,079 denars
OTHER 32 318,366,914 denars
Total 6013 23,848,822,987 denars
Graph 12

Value of concluded contracts according to contracto rs country
of origin

Value of concluded contracts

Graph 12: Value of concluded contracts according to contractor’s country of origin
B Other countries: 5.3% & Macedonia 94.7%
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From the above mentioned, it could be determined that at the public procurement
market in Macedonia, main share falls to the domestic companies with 94.7% of the value of
awarded public procurement contracts.

At the beginning of this chapter, the number and value of the concluded contracts were
presented according to the procedure type, and thus the negotiating procedure with
announcement publishing and without announcement publishing have share of 3% and 5%
accordingly. Table 15 and graph 13 show number and value of the concluded contracts per
these procedures according to the reason of using/legal base of these procedures.

Graph 13
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Graph 13: Volume of utilisation of negotiating procedure without announcement publishing according to contracts value
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Table 15
Number
of
PGz Reason of using the negotiating procedure conclude Concluded
type d contracts value
contracts
A. If there is not a single acceptable tender in an
Negotiating | open procedure, restricted procedure or in
procedure competitive dialogue, whereas the previous 8 21.798,964.00 denars

with prior procedure is annulled without significantly
announcem | changing initial conditions in the tender

ent documentation.
publishing | in exceptional cases, when the nature of works,
goods and services or the risks coming out of it, 7 303,869,499.00
does not allow previous defining the contract denars
values
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for services, if the nature of services is such that
technical specifications cannot be defined 5 602,607,366.00
precisely enough to allow contract conclusion by denars
choosing the most favourable tender according to
the rules of open or restricted procedure

17 928,275,829.00
Total A. denars

when there is not a single tender in an open
procedure or there is not submitted one request to
participate in phase one of the restricted procedure 134
under the circumstances that there are no changes
in the initial contract conditions

135,493,373.57
denars

when of technical or artistic reasons, actually of

reasons related to protection of exclusive rights 374,237,191.23
. 261

(patents etc.), the contract could be realised only denars

by certain economic operator

when of reasons of extreme urgency caused by
events which contracting authorities could not
predict and refer to as an omission, could not apply 645.858 387.79
the timeframe for publishing open procedure, 484 " denars
restricted procedure, simplified competitive
procedure or negotiating procedure with
announcement publishing

produced solely on the basis of research,
B; ) experimenting, studying or development, but not
Negotiating | for goods in serial production that would make 1 60,000.00 denars
procedure | profit or return of the costs of development or

announcem | \yhen contracting authority has to procure
e.nt. additional deliveries from the initial contractor due
publishing | 5 partial replacement of regular goods or 44 27,621,436.77 denars
installations or expanding the regular goods or
installations

when the subjected contract follows after the
conducted design contest and is awarded to the 6 18,473,785.00 denars
best ranked applicant or to one of the best ranked
applicants

such additional works or services could not be

technically or economically separated from the 185,276,777.12
. ) . 77

basic contract without bigger problems for the denars

contracting authorities

such works or services, although can be separated
from the realisation of the basic contracts, are
necessary for its completion

21 85,145,071.42 denars

1,472,166,022.90
Total B. 1028 denars

From the above mentioned data it could be determined that mostly used (44% of the
value of awarded contracts in negotiating procedure without announcement publishing)
reason/legal justification for the use of the negotiating procedure without announcement
publishing is done according to Article 99 paragraph (1) line 1) indent 3 of the Law, when out of
the reasons of extreme urgency caused by events that the contracting authorities could not
predict and could be assigned as error, could not apply the timeframe for publishing open
procedure, restricted procedure, simplified competitive procedure or negotiating procedure with
announcement publishing, with 484 concluded contracts amounting to 645,858,387.79 denars.
Following reason for using negotiating procedure without announcement publishing (25%) is
when due to technical or artistic reasons, actually of reasons related to protection of exclusive
rights (patents etc.) the contract could be realised only by certain economic operator. Here it is
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worth mentioning the fact that the low number of concluded contracts — 17 by negotiating
procedure with announcement publishing, compared to the value of these contracts of
928,275,829.00 denars. Here we are talking about few single contracts (given further in the
text) concluded on high value by contracting authorities from Article 4 paragraph (1) line d) —
(EVN Macedonia and Toplifikacija JSC).

The data could serve for presenting the efficiency of the procedures for public
procurement contract award and the average timeframe of the procedures from announcement
publishing till contract conclusion. From the gathered data, it could be determined that the
average timeframe of the simplified competitive procedure with announcement publishing is 51
days, the open procedure — 90 days, restricted procedure — 110 days and the negotiating
procedure with announcement publishing — 74 days.

Graph 14
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From the data above it could be seen that with all procedures it is evident that there is
prolongation in the timeframe of decision making for selection of most favourable tenderer and
contract conclusion. Namely, the evaluation phase of the contract award procedure, lasts very
long, equally or longer than the timeframe itself for the tender submission during the procedure.

Further in the text data are presented on the value of concluded contracts by single
contracting authority (list of 10 largest public consumers for 2008), and by contract (list of 10
largest public procurement contracts in 2008) Tables 16 and 17.

Table 16
List of contracting authorities — 10 largest consum ers in 2008
Name of contracting authority Total contracts’ valu e
JSC _ Electric Power Generators of Macedonia— 3.553,097.973.50 denars
Skopje
Ministry of Interior 971,372,826.98 denars
Ministry of Education and Science 842,538,753.00 denars
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Macedonian Railways Transport JSC - Skopje

702,476,461.00 denars

JSC “The District Heating System of the City of Skopje

680,892,000.00 denars

City of Skopje

671,416,512.00 denars

Municipality of Gazi Baba

615,452,763.00 denars

PHI Radiotherapy and Oncology Institute

607,916,978.02 denars

Directorate of Technological Industrial Development

Zones

591,969,593.85 denars

Public Enterprise Macedonian Broadcasting

554,373,288.31 denars

Table 17

List of 10 largest concluded public procurement con

tracts in 2008

Concluded contract

Contract subject Contracting authority Contractor value

Digging of slag and coal

from the coal mine JSC Electric Power .

Microlocation — 3 in the Generators of Grgl?cl)t ‘EC 792'000'822;52

mine of Suvodol — REK Macedonia— Skopje Pl

Bitola

E)rr?g‘gfe&fr:‘itn"f jf’f’%% JSC “The District Heating Okta JSC - 680,892,000.00

oil g System of the City of Skopje Skopje denars

Sanation of excavator Srs

[ JSC Electric Power

g(l)e?r?t Ilgggg&?; Power Generators of TAKRAF 547,527,366.00

GERMANY denars

according to "Key to hand"

Macedonia— Skopje

system
Procurement of oil and oil Macedonian Railways Makoetrol AD 360,158,420.00
products Transport JSC - Skopje P denars

Procurement of materials
and equipment for
electrical and
communication
connectivity for the project
“Computer for each pupil —
primary schools”

Public Enterprise
Macedonian Broadcasting

Elektroelement
DOO

320,955,278.00
denars

Light products (euro-diesel
and euro-super 95) for the

JSC Electric Power
Generators of

Makpetrol JSC

307,875,000.00

needs of the branch . . Skopje denars

offices of JSC EPGM Macedonia— Skopje

PROCUREMENT OF PHI Radiotherapy and 243,091,863.00

DRUGS Oncology Institute PROMEDIKA denars

Procurement of three-

phase electronic counters | EVN Macedonia JSC Skopje Iskra ATG 225’822'559'00
8 : enars

for direct connection

Procurement and delivery

of school equipment

50.000 school desks and

100.000 school chairs for Ministry of Education and “Merian-As” 223,868,420.00

the needs of public
primary and secondary
schools in the Republic of
Macedonia

Science

denars

Installation of materials
and equipment for
electrical and
communication

Public Enterprise
Macedonianan
Broadcasting

KABTEL DOOEL

202,517,603.31
denars
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Analysis of the statistical data for implemented procedures and concluded public procurement contracts

“Computer for each pupil —

connectivity for the project
primary schools”

Data from the Records of the Simplified Competitive Procedures

According to Article 103 of the Law, contracting authority is obliged to keep records of
the simplified competitive procedures. It should submit these records twice a year, by 31 July
and by 31 January. Data covers the concluded contracts for the procedures:

- by simplified competitive procedure without published announcement (up to
EUR 5,000)

- by simplified competitive procedure with published announcement,

- public procurement contract award for the category of services from Article 17
indent 2, with estimated value up to EUR 20,000

In order to increase the diligence of submitting these data, the Public Procurement
Bureau in a few times through letters and announcements has informed contracting authorities
for their legal obligation to submit records of simplified competitive procedures. For the period
of 01.01 - 30.06.2008 a total of 550 records have been submitted, while for the period of 01.07.
- 31.12.2008 a total of 594 records have been submitted. Also, about 50 reports have been
submitted that certain contracting authorities have not realised public procurement procedure at
all. Related to the previously mentioned, regarding to the coverage of the contracting
authorities that have submitted records for 2008, about 63% of the contracting authorities have
realised their legal obligation. However, related to the volume and value of the contracts, the
coverage is far bigger, because all larger institutions/consumers have submitted records for the
two periods of 2008, while contracting authorities that have not submitted records are usually
schools, kindergartens, social work centres, which are small budget beneficiaries.

In 2008, to the Public Procurement Bureau there were submitted data for 12246
concluded contracts and submitted invoices for simplified competitive procedures without
announcement publishing amounting to 1,848,743,316.36 denars. Table 18 shows a review of
the above contracts presented according to contract subject.

Table 18
Contract type Total number of contracts Concluded contracts value
goods 7435 1,043,354,747.97 denars
services 3648 560,393,598.60 denars
works 1163 244,994,969.79 denars
Total 12246 1,848,743,316.36 denars

By the simplified competitive procedure with announcement publishing (up to EUR
20,000 for goods and services and up to EUR 50,000 for works) there are 2425 contracts
concluded amounting to 1,726,681,839.60 denars.

Table 19
Contract type Total number of contracts Concluded contract value
goods 1417 673,861,969.41 denars
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services 446 249,958,670.88 denars
works 562 802,861,199.31 denars
Total 2425 1,726,681,839.60 denars

For procurement of services under the category of 17-27, in amount up to EUR 20,000,
there are 1369 contracts concluded and submitted invoices amounting to 128,951,412.10
denars.

Data from the Reports on Procedure Annulment

In 2008 the Bureau has received 722 forms of reports on annulling the procedure or
parts of the procedure, of which 280 for simplified competitive procedure with announcement
publishing and 442 for contract awarding. Here it should be emphasised that this data includes
the reports on procedure annulment, as well as the reports on annulling parts of the procedure.
When it comes to annulment of the complete public procurement procedure, the data is as
follows (Graphic 15) — 260 annulments of simplified competitive procedures and 373
annulments of procedures of public procurement contract award.

Graph 15

Total number of annuled procedures

0 100 200 300 400 500 600 700

B Annulment of simplified competitive procedures @ Annulment of contract aw ard procedure

Graph 15: Total number of annulled procedures
BlAnnulment of simplified competitive procedures BlAnnulment of contract award procedure

During the analysis of the previously given data, it could be concluded that in 2008,
10.3% of the published procedures for contract award are annulled (including both types of
announcements).
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Graph 16

Comparison of total number of published/annuled pro cedures

Total number of published announcements - 6847

@ Number of procedures completed by contract award @ Number of annuled procedures

Graph 16: Comparison of total number of published/annulled procedures
Total number of published announcements - 6847

BINumber of procedures completed by contract award BINumber of annulled procedures

Graph 17

Comparison of total number of published/annulled pr ocedures
according to announcement type

Simplified competitive
procedure - 2790

Announcements for
contract award
procedure - 4057

T T T T

0 500 1000 1500 2000 2500 3000 3500 4000 4500

@ Number of procedures completed by contract award @ Number of annuled contract award procedures

Graph 17: Comparison of total number of published/annulled procedures according to announcement type
BINumber of procedures completed by contract award EINumber of annulled procedures

1. Simplified competitive procedure — 2790; 2. Announcements for contract award procedure - 4057

Graph 18 shows the number of annulled procedures and annulments of parts of the
procedures (summarised) per contracting authority category.
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Graph 18
Number of annulled public procurement procedures ac cording
to contracting authority category
B Number of annullments in simplified competitive procedure
@ Number of annulled contract award procedures
350
300
250
200
150
100 - - - 188 -
50 95 67 91
0 : : : — :
State authorities Authorities of local self Legal entities established Legal entities established Public eneterprises, joint
government units and the to meet public needs - by one or several stock companies and
City of Skopje Article 4, paragraph 1, contracting authorities  limited liability companies
indent b) of the Law of the covered services

Graph 18: Number of annulled public procurement procedures according to contracting authority category

BNumber of annulments in simplified competitive procedures

.Number of annulled contract award procedures

Following two tables (20 and 21) show the reasons of procedure annulment. It could be

concluded that in 2008 the procedures were mostly annulled due to the following reasons:

- there is not a single acceptable tender submitted,

- due to unpredicted and objective circumstances the needs of the contracting

authority have changed,

- the tenderers have proposed prices and conditions for public procurement
contract realisation that are less acceptable than those on the market.

Table 20
. Number of N 221
Information on the reasons of procedure annulment o r annulment of parts of the annulled of
simplified competitive procedure procedures annulled
parts

The number of candidates is lower than the minimal number predicted for the procedures for 1 /
public procurement contract award according to this Law
there is not a single acceptable tender submitted 104 11
there is not a single tender submitted 13 3
Acceptable tenders are submitted that could not be compared due to different approach in the 14 1
technical and financial proposals
unpredicted changes occurred in the contracting authority’s budget 19 1
the tenderers have proposed prices and conditions for public procurement contract realisation

35 2
that are less favourable than real ones on the market
Estimation that the tender documentation contains significant omissions or failures 14 /
due to unpredicted and objective circumstances the needs of the contracting authority have a7 1
changed
Contracting authority could not conduct selection of most favourable tender due to significant 12 1
violations of the Law on Public Procurement according to Article 210 of the Law
the procedure is annulled by the State Appeals Commission 1 /
Total 260 20
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Table 21
Number
. Number of
Information on the reasons of procedure annulment o r annulment of parts of the procedure annulled of
for public procurement contract award annulled
procedures

parts
the number of candidates is lower than the minimal number predicted for the procedures of public 23 1
procurement contract award according to this Law
there is not a single tender submitted 8 11
there is not a single acceptable tender submitted 121 34
acceptable tenders are submitted that could not be compared due to different approach in the 19 3
technical and financial proposals
unpredicted changes occurred in the contracting authority’s budget 32 /
the tenderers have proposed prices and conditions for public procurement contract realisation that 37 9
are less favourable than real ones on the market.
estimation that the tender documentation contains significant omissions or failures 11
due to unpredicted and objective circumstances the needs of the contracting authority have changed 98 10
contracting authority could not conduct selection of most favourable tender due to significant 17 1
violations of the Law on Public Procurement according to Article 210 of the Law
the procedure is annulled by the State Appeals Commission 7 /
Total 373 69

Data from the Forms Changing and Supplementing the Announcement

In 2008 there were 525 forms for changes in the announcement submitted to the Public
Procurement Bureau. 70 were changes in the announcement of Simplified competitive
procedure and 451 - of the announcement of public procurement contract award and 4 of the
announcement for design contests. These data show that 8% of the announcements after the
publishing were changed or amended in the announcement contents and the tender
documentation.

Noted weaknesses from the use of the web-information system

- Applying of Latin input method, as a method of entering text, during the filling of the
forms, especially the contract notices.

- Using of dots and commas while filling the values

- During the filling of Contract award notice, in the field for number of received bids,
entering the value - 0

- During the filling of Contract award notices, where the value of contract is higher than
highest received bid

- Not approved context of the filled notices, which in the system stay as inactive
- Not acting according to the time limits for submitting notices regulated by the Law

- Indicating a specific manufacture, production, particular process, trademarks etc.
(equipment, vehicles, IT equipment etc)

- Often changing the contract notices concerning time-limits for submission of bids,
division into lots or not, changes in the tender documentation, budgetary changes in the CAs
etc.
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- Dividing the subject of contract in order to decrease the time limits or not to apply
international announcement

- High price for tender documentation

- Very often usage of the negotiated procedure without prior publication of contract
notice

- Using as contract award criteria, elements which in fact are selection criteria
(reference, technical capacity, technical and expert personnel etc.)

- Filling of the form for the records of the simplified competitive procedure, after the
time limit (instead of ongoing filling in of the form)

- Entering services from category 17-27 in part 1 of the records for simplified
competitive procedure, instead in part 3 (e.g. temporary employment services, hotel, legal,
education services efc.)

As a general remark, which constantly occurs, can be identified using of Latin input
method by entering Latin alphabet in the forms, which particularly is a problem with the
publishing the contract notice on the system or in the Official gazette. For overcoming filling the
forms in Latin alphabet, it is recommended constant checking of what is entered in the fields.

Although, from practical point of view, the input of decimal places and division with
commas is a good solution, the system doesn’t support this and the entered numbers values
like this are not shown and inadequate values of the concluded contracts occur. While filling the
fields which require numbers or values (max/min offer, estimated value, values of concluded
contract etc.) dots and commas mustn’t be used.

In the Contract award notices, in the field for number of received bids, often 0 (zero) is
entered, where in fact; it should have at least one offer to conclude contract. Also, in the
notices, entered data about the value of contracts often is higher than the highest bid, which
means that the Contracting Authorities made a mistake in the estimation of the value of
contract, or a wrong data is entered about the value of the highest bid.

In many cases, it happened that the CAs has created a notice on the system, but it
was not verified (when a digital certificate wasn’t used). In these cases, the created forms
remained inactive, and they can not be viewed on the public part of the site and this indicates
that the time limits about the submission of bids or the date of the public opening are not valid.

When defining the time limits, additional 2-3 days required for the checking and
publishing of the notices, are not included, and also very often the time limits are defined even
shorter than the ones prescribed by the Law. These kinds of notices are revised by the CAs
and once more are sent for publishing.

Another weakness, which is noted in the contract notices, as well as in the notice for
simplified procedure, is that, when the subject of contract is established, it indicates specific
manufacture, production, particular process, trademarks etc. (equipment, vehicles), which is
opposite to article 36 of the Law.

During this period, are noted often changes in the contract notices, concerning the time
limits for submission of bids, division into lots or not, changes in the tender documentation etc.
These errors occur due to the fact that during the preparation period for the contract
notices/tender documentation not much attention is paid on them and they are prepared in
short notice. Sometimes, after entering the subject of the contract, where is obvious that it is a
supply, in the next field for the type of the subject, is entered that it is service. It is supposed
that these are technical errors occurred by inattention.
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Also is noted division of same subject of contract, opposite to article 27 of the Law and
the Rulebook on the Manner of Estimating the Value of Public Contracts.

Very high prices required for buying of tender documents are noted, which is in opposite
of article 37 of the Law, which says the fee for obtaining tender documents shall only cover the
costs for copying and/or sending the tender documentation. The aim of this is to increase the
participation of the bidders in the public procurement procedures, with decreasing their
participation costs, and by that bigger number of qualitative offers will be received.

From the received data for this period, can be noted out often use of the negotiated
procedure without prior publication of contract notice. The Bureau suggests restrictiveness for
this procedure and usage only where necessary. This especially, because of the fact that the
Law allows concluding contracts in the cases when one offer is received.

The Law has decentralised approach of the public procurement. It is noted that very
often one contracting authority carries out a procedure for others CAs, without having a need
for that procedure itself. Good example for this misconduct is the municipalities procuring for
schools. Municipality can conduct joint contract award procedure according to article 24, where
it is carried out through coordination, through one contracting authority on behalf of a group of
contracting authorities that need the same type of contract, upon prior concluded agreement,
while central purchasing body according to article 23, is body set up by the Government, which
purchases on its own behalf and on its own account goods or services intended for one or
more CAs.

The line dividing the selection criteria (reference, technical capacity, technical and
expert personnel etc.), needed for determining the capacity of the economic operators, and
contract award criteria for the evaluation of bids (price, quality, functional and operational
characteristics, time of delivery efc.) is very close. It is noted that selection criteria are very
often used as contract award criteria.

As a general remark about filling of records of simplified competitive procedure is that
they are prepared very late instead constant filling during the period. That, nearly before the
end of the time limit, is creating technical problems and failures of the web-information system.

Frequently, in part 1 of the records of the simplified procedure the data is entered for
provision of services from category 17-27, which instead should have be entered in part 3 of
the records (temporary employment services, hotel, legal, education services etc.).
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8. Cooperation with state authorities

As part of its activities, the PPB cooperates with the Complaints Commission within the
Government of the Republic of Macedonia, the State Commission for Prevention of Corruption,
the State Audit Office, and the Competition Commission. Common feature of all the above
institutions is that they are mainly “guardians” of the public procurement policy and practices in
the Republic of Macedonia, responsible for ensuring legality, rationality, efficiency,
transparency and promotion of competition. This cooperation enhances communication among
the authorities directly involved or having some links with the public procurement system.

The feedback received from the authorities like the State Commission for Prevention of
Corruption, the State Audit Office, and the Public Internal Financial Control Department within
the Ministry of Finance was very important for proper monitoring of the functioning of the public
procurement system according to the new Law since this information revealed certain
weaknesses in the new legal framework.

During 2008, the PPB continued to forward its opinions relating to the implementation of
the legal framework to the Complaints Commission (and to its successor, the State Appeals
Commission) and the State Audit Office. In future, the PPB will intensify its cooperation with the
newly-established State Appeals Commission. This cooperation is necessary for building the
mechanisms for proper and uniformed functioning of the public procurement system in the
Republic of Macedonia, as well as for its completion in terms of implementation of the EU
Public Procurement Directives and good international practice.
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9. International cooperation
The activities of the PPB regarding its international cooperation in 2008 are as follows:

SIGMA

The cooperation with SIGMA experts (SIGMA is a joint initiative of the EU and OECD,
principally financed by the EU) continued in 2008 in form of consultations and proposals during
the preparation of the standard tender documents. In addition, Manual on tender evaluation —
regulations and practice in the EU and the Republic of Macedonia was prepared. PPB and
SIGMA also worked together on the draft Manual for awarding non-priority (so-called B)
services and the draft Manual on Framework Agreements — regulations and practice in the EU.
Two joint seminars were organized, the first intended for the contracting authorities in the field
of defence and the second for the auditors from the State Audit Office, internal auditors and the
employees from the Public Internal Financial Control Department within the Ministry of Finance,
concerning the audit practices in public procurement in the EU.

Representative from the PPB participated on the Second Networking Seminar of SIGMA
and the EC held in Paris, which was used to share experiences from the so-far cooperation of
SIGMA with Western Balkan countries. The seminar hosted representatives from all countries
from the region, from SIGMA and from several EC Directorates.

ELLECTRAWEB Project

According to the ELLECTRAWeb Project contract, the PPB realized some significant
activities relating to this project. Representatives from PPB participated on several plenary
meetings and technical workshops within the project. The PPB played a major role in the
preparation of the e-procurement platform, which is the main project objective, and together
with the Faculty of Economics in Skopje, a local solution of the e-procurement system was
developed. Onsite review was also held in Skopje by the representatives from the EC
concerning the project progress and the solution presented by the PPB was positively
evaluated. At the end of 2008 the project is in its final stage and it received positive opinion
from the EC.

USAID projects

One should especially emphasize the cooperation with USAID in 2008, especially in
terms of providing HR and administrative support to the PPB when organizing trainings and
seminars in the field of public procurement. The PPB has active cooperation with three USAID
projects: Business Environment Activity, E-Gov Project and the Human and Institutional
Development Program.

The Business Environment Activity was involved in the preparation and publication of a
number of brochures, as well as in the organization of many seminars. The E-Gov Project is
involved for several years in the development of the ESPP, and it also helped in the
organization of many training activities dedicated to e-procurement. The Human and
Institutional Development Program focused on the internal structure and organization of the
PPB and on finding ways for improving them.

GTZ

In 2008, GTZ provided foreign language courses for the employees of the PPB. In
addition, two manuals were published, one on the role of the European Court of Justice and the
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other one on the methods for preventing corruption in public procurement. GTZ also initiated
the procurement of professional books in the field of public procurement from renowned
European authors for PPB.

Advisory Committee on Public Contracts

The Advisory Committee on Public Contract is an advisory body of the EC for the
purpose of opening discussion on different problems facing the Member States within the EU
procurement system. The Committee also discusses possible amendments and new solutions
to be introduced in the EU legislation. The Republic of Macedonia participates on the
Committee as an observer after it received the status of a candidate country. Usually, the
Republic of Macedonia is represented on the Advisory Committee by the PPB. In 2008 the
Advisory Committee had meetings in April, October and December, and the main focus was on
the measures taken to encourage SMEs participation in the contract award procedures, the so-
called green procurement and the level of implementation of the new Remedies Directive
2007/66/EC.

Subcommittee on internal market

Public procurement is a separate chapter within the NPAA. On 13-14 February 2008
there was an Internal Market and Competition Subcommittee meeting in Skopje, where public
procurement was one of the issues on the agenda to be reviewed. The meeting was used to
present the developments in the implementation of the SAA and the priorities of the Republic of
Macedonia in the accession process. It was emphasized that there is progress made in the
field of public procurement, both in terms of harmonization and in the implementation of the
Public Procurement Law. Also, the cooperation amongst all stakeholders in the field of public
procurement in the Republic of Macedonia was mentioned positively, as well as the
cooperation with EC experts and the organization of many trainings and seminars for proper
implementation of the Law.

Regional cooperation

Regional Conference on Public Procurement was held in the period 16-17 September in
Pristina, organized by the Public Procurement Agency of Kosovo and SIGMA. This conference
was attended by representatives from the Public Procurement Bureau. All countries in the
region participated, as well as representatives from SIGMA and DG Internal Market. The Public
Procurement Bureau presented the legal framework in the Republic of Macedonia and the
ESPP.

In the period 12-13 November 2008, representatives from PPB participated on the
Conference for Prevention of Corruption in Public Procurement in Cavtat, organized by the
Regional Anticorruption Initiative of the Stability Pact. In addition to the representatives from all
countries in the region, the conference was attended by international experts in public
procurement.

In the period 26-27 November representatives from PPB visited the Public Procurement
Agency of the Republic of Croatia. This visit was used to exchange experience as well as to get
to know better the public procurement system in Croatia.
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10.

Recommendations for improving the public

procurement system in the Republic of Macedonia

Based on the so-far experience with the application of the Public Procurement Law, The
PPB makes the following recommendations for improving the public procurement system:

Skopje,

4 May, 2009

Enforcement of legally-prescribed time limits and timely submission of records
on the simplified competitive procedures and contract award notices to PPB;

Proper estimation of the value of public contracts, i.e. consistent application of
the Rulebook on detailed rules for estimating the value of public contracts;

Higher level of professionalism of the persons working in public procurement
affairs and development of systematic approach for the education in public
procurement;

Enforcement of the legal obligation for determining persons or organisational
unit within each contracting authority to be in charge of carrying out activities
related to the preparation and implementation of contract award procedures and
execution of contracts;

Preparation of proper tender documentation according to the rules for preparing
tender documentation stipulated in the Rulebook on the contents of tender
documents;

More frequent utilization of the Electronic System for Public Procurement;

Use of lowest price and e-auctions as the last stage in simplified competitive
procedure, open procedure and restricted procedure only in cases where there
is comprehensive and detailed technical specification that contains all
qualitative elements;

Clear definition of the contract award criteria in the tender documentation, as
well as elaboration on the manner how they will be valued;

Allocation of sufficient time for the preparation of technical specifications and
tender documentation in order to prevent possible errors and mistakes, and, as
result, to reduce the number of annulled procedures due to errors made in the
tender documentation, i.e. due to the different approach in the financial and
technical tenders received, as well as due to discriminatory elements in the
tender documentation that have led or may lead to restriction of competition;

Availability of TD at the same time when the contract notice is published;

Reduction of the time period needed for evaluation and the selection of the
most favourable tender;

Provision of a detailed explanation on the evaluation performed in the notices
sent to all participants in the procedure, on the reasons for a particular selection
or the reasons for annulment of the procedure;

More frequent use of prior indicative notices.

DIRECTOR,
Mare Bogeva Micovska, MA
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