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1 Introduction

Public Procurement Bureau (hereinafter: Bureawgnisnstitution which ensures, on
national level, the monitoring, development andnpotion of the public procurement
system by securing legality, rationality, efficignand transparency, equal treatment,
non-discrimination and encouragement of competitidmre legal competences of the
Public Procurement Bureau are stipulated underlLéne@ on Public procurement
(Official Gazette of the RM nos. 19/2004, 109/2005)

On the basis of Article 28 paragraph 1 indent 1ithefLaw on Public Procurement,
the Public Procurement Bureau submits to the Gownem of the Republic of
Macedonia this Report on the activities in theigagion and functioning of the public
procurement system in 2006.

Under this Report, the Public Procurement Buredorins the Government of the

Republic of Macedonia and the broader public onait8vities generally aimed at

further harmonization of the national legislationthwvthe EU legislation on public

procurement and implementation of best practicethisharea, statistical data on the
implemented procedures and concluded public procené contracts on national
level in 2006, as well as on the usual irregulesiin their implementation.

After the adoption of this report by the Governmehthe Republic of Macedonia, it
shall be available to the public on the website tbé Bureau, http:/javni-
nabavki.finance.gov.mk

2 Nor mative activities
2.1 Law on Public Procurement

The current Law on Public Procurement was enactedhle Parliament of the
Republic of Macedonia on March 26, 2004 (Officiadzétte of the RM no. 19/2004),
and it entered into force on April 7, 2004

Pursuant to Article 68 paragraph 3 of the Stalibsaand Association Agreement
with the European Union, as well as by acquiringhdidate status for EU
membership, the Republic of Macedonia has an didigato harmonise the
legislation in the area of public procurement vitte one of the EU and to adjust to
the European standards of operations in this area.

Under the document “Transposition of the EU direzdion public procurement in the
Law on Public Procurement”, drafted within the piatj“Public Procurement Office”,

financed by the CARDS Programme and realized inpttiéod September 2004 —
May 2006, the level of harmonization of the Lawiwihe EU directives on public
procurement was around 50%.

The Law on Public procurement partly incorporates following old EU directives
on public procurement:

e Council Directive 89/665/EEC of 21 December 1989 on the coordination of
the laws, regulations and administrative provisicglating to the application
of review procedures to the award of public supplyd public works
contracts;

e Council Directive 92/13/EEC of 25 February 1992 coordinating the laws,
regulations and administrative provisions relatit@ the application of
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Community rules on the procurement procedures tfies operating in the
water, energy, transport and telecommunicationtosec

e Council Directive 93/36/EEC of 14 June 1993 coordinating procedures for
the award of public supply contracts;

e Council Directive 93/37/EEC of 14 June 1993 concerning the coordination of
procedures for the award of public works contracts;

e COUNCIL DIRECTIVE 93/38/EEC of 14 June 1993 coordinating the
procurement procedures of entities operating inwheer, energy, transport
and telecommunications sector.

In December 2005 the Parliament of the Republiklatedonia has adopted the Law
on Amendments and Modifications to the to the LawPaiblic Procurement (Official
Gazette of the RM n0.109/2005). More significantelties incorporated in this Law
are the introduction of electronic public procuremeublishing of annual plans for
public procurement by entities and publishing @& tlontract notices on the website of
the Bureau thus largely incorporating the univepsaiciples of public procurement —
publicity and transparency.

The European Parliament and the Council, on Maigl2804 adopted new Directives
on public procurement:

e Directive 2004/17/EC of the European Parliament and of the Council of
31 March 2004 coordinating the procurement procedures of entdperating
in the water, energy, transport and postal senseetors, and

e Directive 2004/18/EC of the European Parliament and of the Council of
31 March 2004 on the coordination of procedures for the awarcuaiblic
works contracts, public supply contracts, and pubdirvice contracts.

Law on Public Procurement (Official Gazette of IRM no0.19/2004) entered into
force in the same period when the European Uniaptad two new directives on
public procurement. The new directives consolidateel rules on procurement of
goods, services and works in the so-called trathlicsector and the sectors for
services of public interest introduced a numbenmielties and new procedures for
awarding public contracts. Accordingly, the Repaldf Macedonia was unable to
implement the rules from the new directives inte éxisting law.

2.2 Bylaws

On the basis of the Law on Public Procurement &edltaw on Amendments and
Modifications to the Law on Public Procurement2B04 and 2005, 11 bylaws were
adopted:

e List determining the entities to which the provisoof the Law on Public
Procurement apply (Official Gazette of the RM nd2804),

e Rulebook on the contents and the format of theeswly document (Official
Gazette of the RM no. 38/2004),

e Rulebook on the format and the contents of the anpublic procurement
plan (Official Gazette of the RM n0.33/2004),

e Rulebook on the procedure for opening the bids penoinvitation and
restricted invitation and on the format of Minufes public opening of bids
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(Official Gazette of the RM no. 50/2004),

e Decision on determining the equipment, materiats services of defence and
security nature (Official Gazette of the RM no.ZA%)4),

e Rulebook on the detailed rules on evaluation of phecurement (Official
Gazette of the RM no. 10/2005),

e Rulebook on the format and the contents of the farmd the manner of
keeping the registry of the carried out procuremetitthe Procuring entities
(Official Gazette of the RM no. 10/2005),

e Rulebook on the format and the contents of the famd the manner of
keeping the single registry (Official Gazette o RM no. 10/2005),

e Rulebook on the mandatory elements of the tendeurdentation (Official
Gazette of the RM, no. 10/2005),

e Methodology of expressing the criteria in pointsffi€al Gazette of the
Republic of Macedonia, n6p.10/2005),

e Rulebook on the manner, the conditions and theegohae for selection of
experts who would check the regularity of the pulpliocurement procedure
(Official Gazette of the RM no. 10/2005).

On the basis of the Law on Amendments and Modiboat to the Law on Public
Procurement (Official Gazette of the RM, no. 1092) in 2006 the Rulebook on the
type and the manner of usage of electronic systénpublic procurement was
prepared and adopted (Official Gazette of the Rd4,36/2006).

This Rulebook means operationalisation of the legadvisions prescribing the
implementation of public procurement in electrofiam. Under the electronic
communication, in all phases of the public procwetrprocedure, the bids and the
requests for participation, i.e. the invitationstdomit bids shall be in electronic form.
In case of public procurement in electronic fortre tender documentation and the
exchange of information should be available throutjie electronic public
procurement system. The necessary documentatidhetdids shall be submitted
electronically, and only exceptionally in hard copycase some documents and other
materials are not available in electronic form.

During 2006, via the electronic system of publioqurement in the Republic of
Macedonia, 11 procuring entities were registered tatal of 6 public procurement
procedures were realized.

2.3 Amendments and modifications to the L aw on Public Procur ement

According to the National Programme for Adoptiornttod Acquis, in the third quarter

of 2006, the Public Procurement Bureau has prepaed submitted to the
Government of the Republic of Macedonia a texthaf Proposal for adoption of a
Law on amendments and modifications to the Law obli® Procurement with draft

law, as a step towards harmonization of the pupliocurement system in the
Republic of Macedonia with the EU Directives. Thenéndments and Modifications
also resulted from the need to facilitate the immmatation of public procurement
procedures by reducing deadlines for publicatian,weell as to eliminate certain
inconsistencies determined in the application efltaw.
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The Public procurement Bureau started harmonizwegliaw on Public Procurement
with the aforementioned directives, as well asdbements of the current law from
the European Commission and SIGMA (professionalyldod public procurement of
OECD).

This text of the draft law implemented new procedufor public procurement with
regard to public procurement working in the areamérgy, water supply, transport,
telecommunication and postal services.. The tediuded changes in the definitions
which have not been harmonsed with the directiae®g] other more significant
changes would be the following:

e introduction of new, negotiated procedure upon rppioblication of contract
notice,

o elaboration of the procedure for concluding framewagreements,

e introduction of new value thresholds for implemeiola of public
procurement procedures,

¢ shorter deadlines for announcement of these proesgdand
¢ introduction of new procedure for smaller-valuequi@ments.

The draft amendments and modifications to the LawPablic Procurement did not
achieve full harmonization with the new directivemce the full harmonisation

requires introduction of new systemic solutionspéesally with regard to legal

protection, concession agreements for public peoent of works and several new
procedures which were not envisaged in our existaggslation are optional and

introduced with the new directives), which requidesfting a new law. The draft

eliminated certain deficiencies disclosed in theliaption of the law, the directives

are fully implemented with regard to the negotiapgdcedure with prior contract

notice, the negotiated procedure with prior coritrautice is further regulated, a new
manner was introduced for implementation of a fraork agreement, new thresholds
were introduced for application of the deadlinesriceipt of bids and requests for
participation and the threshold for small-valuequr@ments was raised.

3 Public Procurement Bureau
3.1 Competences, or ganization and structure

In May 2004, Department for the Public procurem@ystem was established in the
Ministry of Finance as a transitional organizaticioam until the establishment of the
Public Procurement Bureau. In accordance with Axticl2 of the Law on Public

Procurement, the Bureau should have been estatblesiek begin work until October

31, 2004.

The Public Procurement Bureau was establishedbnugey 2005 and began working
with the appointment of a Director on June 20, 2005

The establishment of the Public Procurement Burgas a significant step
undertaken so as to adjust the administrative sysiecessary for functioning of the
public procurement legislation.

The competences of the Bureau were stipulated fitl&r28 of the Law on Public
Procurement, but also in several sections of the. L& accordance with these
competences, the Bureau has a task to give prapfusaddoption of laws and bylaws
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and other acts in the area of public procurememtmbnitor and analyse the
implementation of the law and other regulationsg fanctioning of the public
procurement system and to initiate changes foiniggrovement, provide opinions
with regard to the implementation of the law and thylaws, provide advice and
assistance to procuring entities, prepare stan@sakr documentation and forms for
the open and restricted invitation and negotiatextgdure, keep single registry and
sub-registries for the procurements by procurintitiea that will be accessible on the
public procurement website, ensure transparendy Wwith regard to the publishing of
indicative notice on the procurements each proguemtity plans to realize during the
year and with regard to their realization, thusaemaging competition; regarding the
detected irregularities on the basis of the obthih&ta from the procuring entities on
the implemented public procurement, the Bureaul ghi@arm the Government of the
Republic of Macedonia and the Minister of Finanset minimum conditions on
professional qualifications of persons who wouldrgaut specialized activities for
public procurement; upon prior programme, it wikaih persons who would
implement public procurement procedures in thetiestisubject to the Law, realize
international cooperation with regard to the pubpecocurement system with
international institutions and other foreign emlsti issue manuals, guidelines and a
bulletin, so as to achieve uniformed applicatiorpablic procurement legislation on
one hand and ensure transparency and encourageetitompbetween bidders, as
well as their education on the other.

There are essential activities that should be implged, being a precondition for
successful realization of the stipulated competerafethe Bureau, as a process of
approximation of the Republic of Macedonia to therdpean Union. Efficient
execution of competences of the Bureau means hazatmm of legislation, the
principles and the public procurement procedurdl thie European ones.

In order to achieve the aforementioned objectivagspropriate structure must be
established in the Bureau, as well as its statusam resources and a knowledge base
and staff skills.

The Bureau is a government administration bodghefMinistry of Finance, without
legal personality. The organizational setup of Bugeau includes two units, Unit for
promotion of the public procurement system and # fdn registry and analysis, with
a total of 12 employees, of which:

e 3 are Bachelors of Law;

e 5 are Bachelors of Economics;

e 1is a Bachelor of Civil Engineering;
e 11T Engineer,

e 2 administrative officers.

In December 2006 the Bureau submitted to the Menist Finance a proposal for new
organization and systematization in accordance whth real needs for staff and
adequate organization, that would match the legaipulated competences.

3.2 Prepared opinions on the application of the L aw on Public Procurement

During 2006 the entities subject to the Law on RuBlocurement as well as bidders
submitted to the Bureau a total of 883 request®pamions regarding the application
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of the Law on Public procurement and the bylawsyThave received answers within
the legally set period.

3.3 Prior consent for implementation of the negotiated procedur e without
prior publication of contract notice

The negotiated procedure is exceptional procedudenaay be applied only in limited

cases stipulated in Article 67 of the Law, uporopgonsent by the Bureau. If the
Bureau does not issue prior consent, i.e. it camsithat no formal conditions were
fulfilled for this procedure, the Procuring entisyobliged to implement the procedure
by publishing a contract notice.

During 2006 the entities subject to the Law on RuBFocurement submitted to the
Bureau a total ofi180 requests for application of the negotiated prooeduthout
publishing contract notice.

The Public procurement Bureau, pursuant to Arti6 paragraph of the Law,
determined that 966 requests fulfill the formal dibions for applying negotiated
procedure and prepares the same number of priceotsy which i82% of the total
number of submitted requests, while it determirteat 214 requests di8% of the
total number of requests do not meet the formatitmms and it refused to provide
prior consent for negotiated procedure without @hihg contract notice, Table 1,
Chart 1.

Tablel
Submitted I ssued prior Structure % Rejected Structure %
requests consents requests
1.180 966 82 214 18
Chart 1
Requests for negotiated procedure - ratio of
approved/rejected
® Approved
0O Rejected
6 260 460 660 860 ldOO léOO
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The legal basis for issuance of consent for thetwtgd procedure, their structure in
% and the estimated value are shown in Table 2Cduadlt 2.

Table 2
legal basis for negotiated nqmbgdof Structure | estimated value o
p ure issu % . Structure %
p C0n$nts (|n denarS)
Article 67 indent 1 277 29% 518.073.139 19%
Article 67 indent 2 332 34% 527.407.626 19%
Article 67 indent 3 263 27% 1.500.614.025 55%
Article 67 indent 4 17 2% 14.000.491 1%
Article 67 indent 8 77 8% 163.814.962 6%
TOTAL 966 100% 2.723.910.243 100%
Chart 2
Value of issued consents according to the legal basis
Article 67 indent 5
Article 67 indent 4 6% Article 67 indent 1
o 19%
Article 67 indent 3 ] )
55% Article 67 indent 2
19%

! Upon previously implemented two procedures of operestricted invitation, there were insufficientrmber of
bids or eligible bids, provided the contents of teeder documentation of these invitations wassmgntificantly
changed

2 Due to technical, intellectual or implementatiarasons or reasons related to protection of exaushts
registered in the Ministry of Economy or the ChamtsieEconomy, the procurement can be carried out byla
certain service provider, contractor or supplier.

% Due to reasons of extreme urgency caused by etfenfrocuring entity could not have predicted, cald they
be attributed to the Procuring entity as its onoissir to events (natural disasters, epidemic, tidas diseases or
force majeure) due to which the deadline set ferdpen or restricted invitation could have not beemplied
with.

4 When the procuring entity has to make additiorellveries by the original bidder for the purposepaitial
replacement of normal goods or installations; esitem of existing supplies or installations, wherehange of the
bidder would oblige the procuring entity to acquinaterial having different technical characteristichich would
result in incompatibility or disproportionate tedatad difficulties in operation and maintenance.

® When unforeseen circumstances require additiongésathat were not included in the considered orctated
contract.
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Major percentage of prior consents or 34% wereedson the basis of Article 67
paragraph 1 indent 2 of the Law on Public Procurgmabove all, due to technical,
intellectual or implementation reasons or reas@basted to protection of exclusive
rights registered in the Ministry of Economy or tBeonomic Chamber of the
Republic of Macedonia.

With regard to the level of the estimated valuehef procurement, the most consents
or 55% of the total value of all issued consentsewssued on the basis of Article 67
paragraph 1 indent 3 of the Law on Public Procurdgrdee to extreme urgency.

3.4 Vocational training of the employees

Since the beginning of the transformation of pulpliocurements in the Republic of
Macedonia in accordance with the EU Directives arblig procurement, it is
especially important to permanently educate theleyeps of the Bureau, especially
in the European legislation on public procuremém, Directive 2004/1EC and the
Directive 2004/1&C, and the Directives of the Council on legal reree@®9/663C
and 92/13FC. The education of the employees of the Bureasjgecially important
since the Republic of Macedonia, in accordance Wit obligations under the
Stabilisation and Association Agreement and thelickate status, should draft new
Law on Public Procurement and Bureau is respongiblehis activity.

In March 2006 within the project “Public Procurermedffice”, financed by the
CARDS Programme, a stay in Riga — Latvia was omghfor five employees in the
Bureau so as to be introduced with the public pement system of this country.
During the stay, whereby the Public Procurementat¥ia was the host, and meetings
were held with a number of representatives of rpldtentities applying the law: in
the Parliament of Riga, where experiences wereepted in the implementation of
public procurement on local level, in the Healtm&uwf Latvia, where experiences
were presented in the implementation of public prements in the area of public
health sector, and in the state institution forceleity transmission, where
experiences were presented from the implementafipablic procurement.

During 2006, in Maastricht, the Kingdom of the Naxiands, three employees of the
Bureau, with financial support from the Dutch grana the PSMAL 2 arrangement
with the World Bank, attended a seminar on PuBlivatePartnership organized by
the European Institute of Public Administration RB). The topics on the seminar
were some issues related to new directives on @ublbcurement, especially the
procurements in public enterprises and legal estibperating in the area of water
supply, energy, transport, telecommunications aostgb services, as well as legal
remedies.

In June 2006 four employees of the Bureau attetitkeghublic procurement seminar
organized by Crown Agents in Ohrid. At the semirtag employees of the Bureau
had 4 presentations, introducing the attendants thig public procurement system in
the Republic of Macedonia.

3.5 Carryingout training

To the end of clarifying the provisions in the Law Public Procurement, the manner
of carrying out public procurement procedures,hia tourse of 2005 and 2006, in
cooperation with the “Public Procurement Office’dbfect, financed under European
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Union CARDS Programme, 20 seminars were realizénded by almost 383
participants from the entities, covered by the LawPublic Procurement, from the
state administration, local government, public tieahigher education and public
enterprises. These seminars were also attendeepsgsentatives from many legal
entities — bidders.

Six areas were elaborated on these seminars, ngvedtie Law on Public
Procurement, as well as the secondary legislati®mollows:

e public procurement planning,
e announcing the contract notice,
e tender documentation,

e additional information for the bidders and changes the tender
documentation,

e bid evaluation and
e concluding contracts and legal protection.

Materials for the seminars were prepared by thee8uwistaff, in cooperation with an
expert from the “Public Procurement Office” ProjeS8eminars were interactive, and
in addition to the topics mentioned, employees \ilig Public Procurement Bureau
and domestic public procurement experts explaipetic issues and problems the
participants in the seminars faced when carrying mublic procurement. Public

procurement experts from EU member states aregadkin the seminars, who were
engaged under the project, presented the partisipeth the European principles and
practices in public procurement.

3.6 Publications

In the course of 2006, Bureau staff and expertkiwgron the Public Procurement
Office Project prepared three publications:

e Manual of the Public Procurement Bureau,
e Guidelines to carrying out negotiated procedure and
e Self-training Manual.

Manual of the Public Procurement Bureau was pubtish a printed form, while the
Guidelines to carrying out negotiated procedure &wlf-training Manual were
published in electronic form on the Bureau website.
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3.7 Waebsite of the Public Procurement Bureau
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Website of the Bureathttp://javni-nabavki.finance.gov.mkorovides for full publicity
and transparency when announcing contract notioesfaer the concluded public
procurement contracts. In addition to the legislat{the Law, amendments to the
Law, bylaws), EU Directives, tender documentatifamm models, contract models,
decisions by the Public Procurement Complaint Cossimn within the Government
of the Republic of Macedonia and other informatretated to public procurement
(seminars, conferences, workshops, etc) are alstishad. These texts are available
in English too. In the course of 2006, the Buraaplemented the provisions in the
Law pertaining to the announcement of the annublipgprocurement plans, as well
as the contract notices of the procuring entities.

Amendments to the Law envisage that the procunmigie€s, in addition to submitting
the public procurement plan for the current yeamimritten form, are obliged to
submit it in electronic form to the Public Procuemh Bureau, thus ensuring greater
transparency in terms of the planning and the mramiecarrying out public
procurement. This gives the possibility to the leiddto be informed and timely
prepared for the procurement the entities intendatoy out during the year, for the
approximate time when the contract notice wouldahaounced, as well as for the
public procurement procedure the procuring entibyid apply.

Adjustment to the IT system of the Public Procuretigureau will comply with the
new legal solutions, will enable not only to fulilgonitor the public procurement

http://javni-nabavki.finance.gov.mk 12



Report on the activities of the Public ProcurementBu in 2006

procedures and the concluded contracts, but alssinplify the procedure for
collecting data and their statistical and analytracessing.

3.8 Publicreéations

In the course of 2006, the Bureau, through its acintorm on the website, received
79 questions from institutions, public enterprisegmpanies and individuals
regarding the manner of applying certain provisions the Law on Public
Procurement, or requests for opinions about ceitsunes that come up during the
procurement procedure. Average response time teetheestions is less than one
business day.

At the same time, the Bureau is open for commuinigatith the public through its
telephone line every day for two hours. Average bemof calls a day is 22, or
around 5,500 calls in 2006.

4 Statistical data on carried out procedures and concluded
public procurement contracts

Following each performed public procurement, theties, pursuant to Article 17 of
the Law, are obliged to submit Form PPR-1, registrperformed procurements at
the contracting entities, to the Bureau within 3%l from the day of signing the
contract.

Form and contents of the Form PPR-1 on public peroent at the procuring entities
is stipulated with the Rulebook on the Form andt€oits of the Form and the Manner
of keeping the Registry of Performed Procuremen@oatracting Entities.

Data in the Form PPR-1 are entered in the PubbclRement Single Registry PPSR-
2 and are available to the public on the Bureausiteb

Single Registry comprises two sub-registries:
* 01. Budget users and spending units
» 02. Users and spending units of the budgets of thedxtdgetary funds
» 03. Users and spending units of local government unitdgets

e 04. Agencies, public institutions and services, othedies and organization
established in the country

* (5. Associations of citizens and foundations

* 06. Public enterprises and legal entities performingivdies in the field of
water supply, energy, transportation, telecommuiaina and utilities.
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Data in each PPR-1 Form for performed procuremerthe procuring entities are
entered in the respective sub-registry and them ftire database on the number and
types of performed public procurement procedure$ @mncluded contracts in the
Republic of Macedonia.

Data are published on the Bureau website, whiclstpelated with the Form of the
Single Public Procurement Registry SPPR-2, sucda&s on the procuring entity,
number of the Official Gazette of the Republic oad¢donia where contract notice
was published, description of the subject to prement, type of the procurement
procedure, assessed value of the procurement, dateper and value of the
concluded contracts.

In the course of 2006 and as of'Tecember 2006 inclusive, entities, covered by the
Law, submitted 2,004 registries on performed prement procedures and concluded
contracts (PPR-1 Forms) to the Bureau, and datadh&ere entered in the Single
Public Procurement Registry of the Republic of Mkea.

According to these data, during 2006, total of 8,3Bocurement contracts were
concluded in the Republic of Macedonia. Total vatiethe recorded procurement
contracts amounted to Denar 8,958,199,675.00 @nmuduVAT), being 3% of GDP in
the Republic of Macedonia.
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Report on the activities of the Public ProcurementBu in 2006

Value of the procurements performed pursuant tockerts5 of the Law on Public
Procurement, as well as the value of the procurénpeto EUR 3,000, are not subject
to these data.

Data on the number of concluded contracts and tadire, being subject to this
report, are not final, since the Public Procurenigameau, despite the legal obligation
of the procuring entities for submission of the PPRorm within 30 days from the

day of signing the contract, stipulated in paragrdpArticle 4 in the Law, fail to do

so in the above-mention time period.

In the past period, the Bureau, on several occastbrough press releases in the daily
newspapers, permanent announcement on the webetiees for adhering to the
legal obligation and the time limit, reminded theoquring entities about their
obligations. As a result, the Bureau still receiP&R-1 Forms for 2006.

4,1 Dataon thenumber and value of concluded procurement contracts by type
of public procurement procedure

Pursuant to Article 29 of the Law, public procurernean be performed by applying
one of the following procedures: open invitatioestricted invitation, negotiated
procedure, design contest and restricted invitdborronsulting services.

In the course of 2006, 3,420 contracts in the armof@ilbenar 7,570,665,725 were
concluded under the open invitation, 269 contracisthe amount of Denar
792,482,840 were concluded on the basis of thectst invitation, 520 contracts in
the amount of Denar 544,114,927 were concludederbasis of restricted invitation
without prior notification (Table 3, Chart 3 and&h4).

Total of 40 procurement contracts were concludedeurspecial procedures applied
by the public enterprises and other legal entpiesorming activities in the field of
water supply, energy, transportation, telecommuiana and utilities pursuant to
Article 75 of the Law, and one contract was conetlidn the basis of design contest
procedure.

Table 3
Tvoe of procedure Total concluded Value of concluded
ypeorp contracts contracts (Denar)
Open invitation 3420 7.570.665.725
Restricted invitation 269 792.482.840
Negptlaf[ed procedure without prior 520 544.114.927
notification
Design contest 1 1.190.820
Restricted invitation for consulting / /
services
Special procedures applied by public
enterprises pursuan to Article 75 of 40 49.745.363
the Law
TOTAL 4250 8.958.199.675

Note: During 2006, the Bureau prepared and subdn®&6 prior consents to the procuring entities
regarding the carrying out of negotiated procedwith the estimated value of Denar 2,723,910,243.
According to the data in the Single Public ProcueetrRegistry, filled in on the basis of submitted
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registries for performed procurement at the praaumntities — Form PPR-1, there were only 520
concluded contracts in the amount of Denar 5449P¥,indicating that the procuring entities do not

adhere to the legal obligation for submission gisties for performed procurement

Chart 3

Number of contracts categorised by the type of procedure

Negotiated
procedure; 520

Restricted
procedure; 269

Open procedure;
3420

Most of the public procurement contracts or 3,480% of the total number of
concluded contracts according to the type of promedwere concluded on the basis
of open invitation. Restricted invitation was apgli in signing 269 public
procurement contracts or 6% of the total numbesigied contracts, and negotiated
procedure was applied for 520 public procurememttregts or 12% of the total
number, and 1 public procurement contract was sigipen a design contest.

In 2006 the Bureau did not receive any registryapplied restricted invitation for
consultant services and it received 40 contracteloded by the public enterprises,
state-owned companies and companies performingitéesi of public interest in the
area of water economy, utility services, energgngport and telecommunications
below the thresholds indicated in Article 75, fohniah they are not obliged to file a
registry of performed procurements.

Chart 4

Value of contracts categorised by the type of procedure

Negotiated
procedure
6%

Restricted

Open procedure
85%
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With regard to the value of the signed contractdyipgs of procurement procedures,
the value of the concluded contracts under an apgtation is Denar 7.570.665.725
or 85% of the total value of concluded contradtg value of concluded contracts
under a restricted invitation is Denar 792.482.8%09% of the total value of
concluded contracts, while the total value of tlenatuded contracts under the
negotiation procedure is Denar 544.114.927 or 6%hetotal value of the concluded
contracts.

The percentage of the public procurement procedutte an open invitation is the
highest since it is simpler and the most competitcompared to other public
procurement procedures.

Average value of the signed contracts under an opatation is Denar 2.213.645 and
average value of concluded contracts under a cesdrinvitation is Denar 2.946.033.

The difference between the estimated value of th#i@ procurement and the value
of the concluded contracts under a negotiated proeearises from the improperly
estimated value of the subject to procurement, lwthe procuring entities should set
in accordance with the Rulebook on the detailedsdibr estimating the value of the
procurement.

The dynamics of the conclusion of the public preocoent contracts during the year
varies, depending on the type of the procurememtquiure applied. Chart 5, Chart 6
and Chart 7.

Chart5

Procurement contracts / Monthly - Open procedure
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The majority of public procurement contracts under open invitation were

concluded in the period May-July. This is due te tfact that entities begin

implementing these procedures at the beginningef/ear and largely complete them
in the middle of the year by concluding public proament procedure.
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Chart 6

Procurement contracts / Monthly - Restricted procedure
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The majority of public procurement contracts underestricted invitation were
concluded in the period July-September. This is ttug¢he fact that this is more
complex public procurement procedure implementasvimphases.

Chart 7

Procurement contracts / Monthly - Negotiated procedure
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With regard to public procurement contracts underegotiated procedure without
publishing a contract notice, the specific trendra#t be seen due to the nature, the
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methods and the various circumstances in whiclpthic procurement procedure is
implemented.

However, by analyzing the arrived requests for iolbtg prior consent for
procurement under negotiated procedure by montlkescould observe an upward
trend in the number of requests in the last quarfténe year for applying a negotiated
procedure under extreme urgency, which is duedddtowing: insufficient and non-
timely planning of procurements, short time for lewpentation of the regular
procedure for public procurement and the approackimd of the year and usage of
unused funds.

4.2 Dataon thenumber and the value of concluded contracts according to the
subject to procur ement

According to the number and value of the concludedtract by the subject to

procurement, in 2006 total number of 2.951 supplytiacts were concluded (69% of
the total number of concluded contracts) in thaltgalue of Denar 5.641.945.361;
916 service contracts (22%) in the total value eh&r 1.449.915.677 and 383 works
contracts (9%) in the total value of Denar 1.868.837.Table 3, Chart 8

Table3

Subject to Total number of Value of the signed contracts
procur ement concluded contracts (Denar)
supplies 2.951 5.641.945.361
services 916 1.449.915.677
works 383 1.866.338.637
TOTAL 4.250 8.958.199.675
Chart 8

Number of contracts categorised by the subject of contract

) works;
services; 383

916

2951
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Chart 9

Value of contracts categorised by the subject of contract

services works
16% 21%

goods
63%

Average value of the supply contracts is Denar IL®16 and the average value of the
procurement works contracts is Denar 4.872.947 hwigc2.5 times higher than the

average value of supply contracts and 3 times higien the average value of the
service contracts which amounts to Denar 1.582.877.

4.3 Dataon the number and the value of concluded contracts by sub-registries

Data in the Single registry of procurements onameti level are shown through sub-
registries and refer to 6 categories of entitiiputated in Article 18 paragraph 2 of
the Law. Table 4 and Charts 10 and 11 show thé notaber of concluded contracts
and their value by sub-registries.

Table4
Number of Total number
: Category of entitiesby sub-registries | of concluded | Total value of the contracts
sub-registry
contracts
1 Budget users and spending units 1.247 2.002.062.799
Users and spending units within the budgets
2 of the extra-budgetary funds 1.503 2.221.246.684
3 Users and spending units within the budgets 487 1.218.955.969

of local government units

Agencies, public institutions and services,
4 other bodies and organizations established 108 196.092.375
by the government

S Associations of citizens and foundations 18 39.000.000

Public enterprises and legal entities

6 operating in the area of water supply, 887 3.280.841.848
energy, transport, telecommunications and
utilities
TOTAL 4.250 8.958.199.675
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Chart 10
Number of contracts awarded categorised by sub registers
Public Enterprises
Associations of and other legal
citizens and entities with legal State government
foundations with legal public authorizations; bodies (budget users
public authorizations ; 887 and spending units);
18 1247
Agencies, public
institutions, senices,
other bodies and
organizations
established by the
state; 108
Local Government Extra Budgetary
BOdi?S (US_G‘fS and Funds (Social Funds)
spending units of the (users and spending
budgets of local units of the budgets of
governments); 487 the Funds) ; 1503

Majority of concluded contracts (1503 contract®) iarthe sub-registry of the users of
off-budget funds, budget users and spending uriitteo Budget of the Republic of

Macedonia have concluded 1247 contracts, whileip@iterprises and legal entities
working in the fields of water supply, energy, spart, telecommunications and
utility services have concluded 887 contracts.

Chart 11

Number of contracts awarded categorised by sub registers

Public Enterprises

and other legal State government

entities with legal bodies (budget
public authorizations .
37% users anq spending
units)
22%

Associations of
citizens and
foundations with
legal public
authorizations

0% Extra Budgetary

Funds (Social
Funds) (users and
spending units of the

Agencies, public
institutions, services,
other bodies and

Local Government
Bodies (users and

organizations spending units of the budgets of the
established by the budgets of local Funds)
state governments) 2504
2% 14%
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Unlike the number of concluded contracts by sulistegs, the highest value of
concluded contracts is in the category of entiiresub-registry 6, public enterprises
and legal entities working in the fields of wateupply, energy, transport,
telecommunications and utility services in the ltataount of Denar 3.280.841.848 or
37% of the total value of concluded contracts. tt@#iin the sub-registry 2 (users of
off-budget funds) have concluded contracts in timewnt of Denar 2.221.246.684 or
25% of the total value, while the share of the laidgsers and the spending units is
22% in the total value of concluded contracts.

4.4 Stated irreqularitiesin the implementation of public procur ement
procedures

In the past period of the implementation of the LamvPublic Procurement, on the
basis of the data obtained by the procuring estiti¢he registry of the procurements
Form RJN-1, as well as from the correspondence fromitiple bidders, the
irregularities could be classified as follows:

e Failure to submit the 2006 Annual plan of publiogrements to the Bureau,
which is contrary to Article 11 of the Law on PubRrocurements,

* Incomplete planning of the procurement needs, tieguin higher number of
requests to the Bureau for a negotiated procedueeta extreme urgency for
events unforeseen by the procuring entity,

* Publishing a single announcement for open or wsttiinvitation used by the
procuring entities to procure various goods, sewiand works, which is
contrary to Article 57 of the Law on Public Proawment,

* Implementation of only the | phase of the restdcimvitation and conclusion
of a contract with the selected candidates, withletll phase of the restricted
invitation according to Article 63 of the Law,

* Implementation of public procurement proceduresheut preparation of
tender documentation for open or restricted indtatn the manner set in
Article 36 paragraphs 6 and 8 of the Law and thielBaok on the mandatory
elements of the tender documentation,

* Implementation of improper procedures for publioqurement in relation to
the subject to procurement,
* Implementation of public procurement proceduresauit providing resources

in the realization phase of the contract, whichdéedo partial delivery or
failure to deliver the subject to procurement by supplier,,

* Conclusion of annexes to the basic contracts withmwior consent by the
Public Procurement Bureau,

» Conclusion of public procurement contracts with oteged procedure with a
value higher than the one obtained in the prioseohby the Bureau.

e Missing Form RJIN-1, registry of public procuremanthe procuring entities
to the Bureau of Public Procurement.

5 Cooperation with the state bodies

The Public Procurement Bureau cooperates with th#id®Procurement Complaints
Committee, the State Anti-Corruption Commissiong t@entral Internal Audit
Department in the Ministry of Finance and the Cossian for Encouragement of
Competition. What is a joint component for all besliin which initial cooperation
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was established is that they are “guardians” of ghblic procurement policy and
practice in the Republic of Macedonia and havespassible for ensuring legality,
rationality, efficiency, transparency and encouraget of competition.

Feedback by the State Anti-Corruption Commissitie, $tate Audit Office and the
Central Internal Audit Department are of speciapamiance since these information
disclose the weaknesses in the regulations whiakidame of use in the preparation of
the new Law on Public Procurement.

During 2006 the Public Procurement Bureau subnutghe Public Procurement
Complaints Committee and the State Audit Office,iowhthe Bureau drafts with
regard to the application of the laws and bylawsrughe request by the procuring
entities. In the so-far functioning of the Burediitseems necessary to further intensify
the cooperation with the Public Procurement CompgdaCommittee, established in
October 2006. The Bureau does not see this coaperas interference in the
operations of the Commission, nor as arbitrary slensimaking; on the contrary, the
cooperation is imminent in the building of mechamssfor proper and unified
functioning of the public procurement system in Bepublic of Macedonia, as well
as its upgrading in terms of implementation of the&) Directives on public
procurement and good international practice.

The State Anti-Corruption Commission, pursuant bhe taw on Prevention of
Corruption received data on the concluded publmcprement contracts and their
value on national level.

In order to encourage competition and fight agamshopolistic behaviour of certain

entities on the market, the Bureau submitted toGbmmission for Protection of the

Competition 3 requests for an opinion with regardssues related to competition and
elimination of the monopolistic behaviour on therked, for which the Commission

gave its opinion so as to encourage competitiotherpublic procurement market in
the country.

The Central Internal Audit Department within thenidtry of Finance, in 2006 total
of 8 public procurement inspection surveillancecedures were made.

The cooperation between these bodies is necessanynfiultiple aspects:
« Uniformed application of public procurement legigla,

* The need to exchange information and data on theeraof implementation
of the public procurement implementing procedures

» Strengthening of the fight against corruption ia flublic procurements.

6 International cooperation
The activities of the Bureau on international leshefing 2006 were the following:
6.1 CARDSProject

The project “Public Procurement Office” was realise the period September 2004 —
May 2006, financed by the CARDS Programme of theopgan Commission. The
project was divided in six main project components:

» Analysis and improvement of the primary and seconbiagislation,
* Preparation of standard tender documentation,
» Establishment of the public procurement plan,
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* Training activities,
» Design of a website,
6.2 CEFTA

Participation in the negotiations within the StabilPact in SE Europe for
amendments and modifications to the CEFTA Agreepramivell as its signing.

6.3 TAIEX

In November 2006 a request was made for an expgsublic procurement for the
Directive 2004/1#C EC of the European Parliament and of the Cowi@{L March
2004 on the coordination of procedures for the dwar public works contracts,
public supply contracts, and public service congraas well as Directives on legal
protection in the public procurement procedurese Ehpert in these areas of the
public procurement procedures are especially campteas would be used to assist
the drafting of the new text of the Law on Publiodurement.

64 SIGMA

Maintaining constant contacts with SIGMA / jointitiative of OECD and EU,
financed by the EU, enabled active participationaotonsultant in the process of
preparation of the text of the Law on Amendmentd Blodifications to the Law on
Public Procurements, which in December 2006 wasndtdd to the Government of
the Republic of Macedonia. The communication with experts from SIGMA was
established in 1998 and it is very open and intensi

6.5 EC Advisory Committee on Public Contracts

The Advisory Committee on Public Contracts is amisaty body of the European

Commission aimed at opening for discussion varfgnablems faced by the Member
States in the public procurement system establishiédthe EU Directives on public

procurement, discussing the future changes andso&wions to be introduced by the
Commission in its legislation. It is held 4 timesrpyear, and the Republic of
Macedonia started participating as an observer aftéaining status of a candidate
country.

6.6 Sub-Committee on Internal Market

Public procurements are separate chapter in them&ian for Accession to the EU.
On February 17, 2006 in Skopje a Sub-Committeenternal market and competition
was held, whereby one of the items on the agenda weblic procurements. The
European Commission emphasized that significatrtsffare required in this area in
the system of legal remedies, continuation of theadiines for complaints,
implementation of the new Directives etc.

The European Commission emphasized that signifigaogress was made in the
harmonization of the public procurement systenheRepublic of Macedonia.

6.7 Regional cooperation

In March 2006 the Bureau was visited by the delegabf the Commission for
protection of the rights of Montenegro. The objeetias to exchange of experiences
regarding the functioning of the public procuremgygtem of both countries.

On April 26 and 27, 2006, Regional conference welsl in Sarajevo, Bosnia and
Herzegovina regarding the reform of public procuzata in the Western Balkans,

http://javni-nabavki.finance.gov.mk 24



Report on the activities of the Public ProcurementBu in 2006

organized by the Public Procurement Agency of Bosmd Herzegovina, SIGMA,
EUPPP.

On December 7 and 8, 2006 a regional conferenceneldsin Belgrade on protection
of the rights in the public procurement proceduridge conference was organized by
the OSCE Mission and the Commission for protectibthe rights of the Republic of
Serbia, covering topics in the area of protectibthe rights of bidders in the public
procurement procedures.
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