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| INTRODUCTION

This Strategy is based on and derived from the Program of priorities in harmonization of the
legislation, aimed at implementing the obligations stemming from the European partnership and the
ones defined in the National Program of Integration of Montenegro into the EU for the period 2011 -
2015, the Action Plan for the fight against corruption and organized crime for the period 2011-2014,
the Stabilization and Association Agreement, the Government Work Plan and other Government
documents that tackle public procurement from various aspects.

In the beginning of this document, emphasis is put on its intention to analyze different options
for strategic management of the public procurement procedure in Montenegro. Such an analysis will
identify strategic capacities of the Administration (Directorate), as the main actor in the public
procurement procedure, responsible for managing and supervising public procurement procedures in
Montenegro. As stated, the Administration is the main entity in charge of public procurement, and for
that reason this document will mostly refer to this Government institution, especially its needs for
human resources in order to be able to meet the tasks assigned to it.

The aims of the integrated public procurement system in Montenegro involve coordinated
implementation of public procurement procedures and transparent awarding of contracts involving
public procurement, equal treatment of all participants in the public procurement procedures,
encouraging market competition and sustainable economic growth, and provision of legal protection.

In 2010, the total contracted value of goods, services and works obtained through public
procurement procedures amounted to EUR 376,260,499.89 or approximately 12.14% of GDP (EUR
3.1 billion). In 2009 this share in GDP of Montenegro was 14.43%; in 2008 it was 16.11%, while in
2007 it was 18.92%.

I PURPOSE AND GOAL OF THE STRATEGY

EU accession of Montenegro involves introduction of adequate institutional organization in
accordance with the EU best practices and consistent implementation of regulations in all segments
of public procurement.

Having in mind the importance of public procurement and strategic commitment of Montenegro
to join the EU, general goals of the Strategy involve the following:

« further improvements in the integrated public procurement system in Montenegro;

* increased efficiency of the public procurement system;

* reduction of irregularities in the public procurement system;

« further harmonization with EU directives and other EU acts;

* encouraging sustainable economic growth of Montenegro and improvement of the living standard.

The Law defines that the Administration performs the tasks of managing, monitoring and
counseling the contracting authorities implementing public procurement procedures in accordance
with the Law and ensures continuous education of participants in the public procurement procedure.

All recommendations for development of the Administration must focus on the following:

1. Development of human resources involved in public procurement process,

2. Defining the code of ethics and standards of action, involving observance of the main
principles of the public procurement system, including the fight against corruption and
conflict of interest in the public procurement procedure,

3. monitoring of implementation of the law and standards and procedures from the aspect of
legality and justification of provisions,

4. guidelines for the public procurement procedure (models that the contracting authorities
should follow),

5. supervising the harmonization of procedures, advantages resulting from the public
procurement procedures in Montenegro and making sure that all recommendations support
observance of the Law,

6. development of the system of "Green Procurement” - procurement involving implementation
and observance of the principles of environmental protection and taking into consideration
various socio-economic issues in the public procurement procedures.

Regulated relations between the public and the private sector represent a signal to the
businessmen to strengthen their competitive capacities, in order to be more successful in the bidding
process; and the public sector as an entrepreneur applies the principle of the good host and grants



equal opportunities to all, thus being in the position to choose the optimal bid. For that reason, this
Strategy is primarily aimed at economic growth and its dynamics in the public procurement area. By
taking the responsibility for spending the taxpayers’ money, this Strategy also attempts to improve the
public finance management and grant legal safety to all the participants in the public procurement
procedure.

In order to implement this Strategy and its Action Plan, at the time of their adoption, the
Government will also adopt the Decision on the establishment of the Coordination Body for
continuous monitoring of Strategy implementation, which will primarily include the representatives of
the Ministry of Finance, the Administration and the Commission, as well as other relevant state
administration authorities that participate in their implementation. Using the Action Plan as a method
to monitor and implement the Strategy, the Coordination body will report quarterly to the Government
about progress in its implementation.

Furthermore, in this respect, we will ensure communication with the companies, trade unions
and NGOs, through the organization of Q&A meetings, round tables and public discussions, in order
to provide for the exchange of views regarding the public procurement system and its institutional,
legislative and other novelties. To that end, we will invite all the relevant actors (the Parliament of
Montenegro, the employers, the Chamber of Commerce, the Employers’ Federation, academic
community, governmental bodies, etc.), to participate in the implementation of the aforementioned
activities. We plan to have this form of communication with the stakeholders every six months.

Il LEGISLATIVE FRAMEWORK

Current situation - Public Procurement Law

The existing legal framework in the public procurement area is based on the Public Procurement
Law adopted in July 2006, and the bylaws - the Rulebook on the methodology of transforming the
criteria into an adequate number of points, manner and procedure of evaluation and comparison of
bids and the Rulebook on the form, content and manner of issuance of the document that ensures
regular payments based on public procurement, and standard templates and forms that represent an
integral part of the Rulebook. Besides this law that represents lex specialis in this field, the Law on
General Administrative Procedure (Official Gazette of RoM no. 60/03) and the Budget Law are also
applied.

Public Procurement Law (Official Gazette of RoM no. 46/06) has essentially been harmonized
with the Directive 2004/18/EC for the classical public procurement sector and Directives 89/665/EC
and 92/13/EC in the area of protection of rights. Public procurement in the utilities sector was
implemented in accordance with the same procedure as in the case of public procurement in the
classical sector.

Harmonization process - Harmonization with the European legislation, international and national
standards and practice

Assistance for the harmonization of our legislation is provided through the IPA 2007 program -
"Future development and strengthening of the public procurement system in Montenegro”, with the
active participation of the EU Delegation to Montenegro.

In accordance with Article 76 of SSA and the Public Procurement Law, all the foreign companies
are granted equal treatment, i.e. they can be awarded public procurement contracts under the same
conditions as the Montenegrin companies, and this is in accordance with Article 35 of the Agreement
on amendments and accession to the CEFTA Agreement (CEFTA 2006).

In order to ensure further harmonization with the European legislation and directives, on 29 July
2011 the Parliament of Montenegro adopted the new Public Procurement Law that was published in
the Official Gazette no. 42/11 dated 15 August 2011.

Text of the Law has been published on the web page of the PPA: www.djn.gov.me in
Montenegrin and English language.

The new Law ensures continuity regarding full implementation of the EU rules and requirements
from the aspect of ensuring free flow of goods, people and capital, by giving the EU companies,
which were established in Montenegro or outside of it, the possibility to sign public procurement
contracts in Montenegro under the same conditions as the Montenegrin companies - principle of free
open market, in accordance with Article 76 of SAA. Harmonization of legislation in the field of public
procurement with the EU standards in the utilities sector (water management, energy, mining,
telecommunications, postal services and transport) in the sense of simplification of procedures will be
ensured through this Law, through which Directive 2004/17 EC is incorporated in the national
legislation. Besides, this Law also ensures harmonization with the new directive in the field of
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protection of rights - Directive 2007/66/EC and even more consistent and more comprehensive
harmonization with the Directive 2004/18/EC regarding classical public procurement.

Besides full transposition of the Directive 2004/17/EC in the utilities sector (water management,
energy, mining, telecommunications, postal services and transport), the Law will ensure
improvements in the system and completion of the normative regulations as follows:

- defining the entities obliged to implement the regulations (the Law),

- exceptions from application of regulations (the Law),

- definition of tasks and positioning of responsible institutions for the exercise of activities in the
field of public procurement (ministry responsible for finance, administration authority responsible for
public procurement and the State Commission),

- clearer and more complete definition of specific procedures for implementation of public
procurement activities (especially regarding restricted public procurement procedure regarding
definition of qualifications, criteria and sub-criteria in the second phase of the procedure, including the
utilities sector, public procurement procedure involving framework agreements, etc.).

- defining the duty of all the contracting authorities to define and publish the public procurement
plan,

- define more accurately the assessed value of public procurement,

- introducing a uniform public procurement vocabulary to define the subject matter of public
procurement (CPV), which will be regularly updated and published on the web portal of the
Administration,

- institutionalization of professional training and education in the field of public procurement,
issuance of certificates and taking the professional exam in accordance with the special bylaw,

- clearer normative regulation regarding evidence that confirms that requirements for
participation in the public procurement procedure have been met,

- more precise definition of joint bid and meeting the criteria in case it is submitted,

- contracts and annexes to contracts will be published on the PPA web portal,

- checking the possibilities for establishment of the central public procurement body at the level
of state administration authorities, local self-government units and public services, and possibilities
for entrusting the execution of public procurement procedure to another contracting authority,

- improvements of the procedure with regard to protection of rights, in accordance with the
Directive 2007/66/EC, especially with respect to the right to submit the complaint to the contracting
authority and the second instance- the Commission,

- defining the period of mandatory suspension of the procedure until the decision on the
selection of the most favorable bid is final, that is, postponing the signing of the contract for a certain
period,

- introducing extraordinary legal protection methods,

- more complete regulation of record keeping regarding public procurement and submission of
reports,

- exercising inspection control in the area of public procurement by the authorized officers -
inspectors from the Administration,

- taking adequate measures in order to correct irregularities and submit motions for disciplinary
responsibility to be determined in the misdemeanor proceedings,

- introducing fees to pay for the cost of procedure and fees for engaging in the procedure for
legal protection,

- improving the clarity of legal provisions - use of specific terms and expressions.

Bylaws and other acts necessary for the implementation of the Law will be adopted within six
months from the date of coming into effect of the Law. With the adoption of those regulations, the
legislation in the field of public procurement will be fully harmonized with the EU regulations.
Harmonization process in the long run

The new Law represents a step forward in the process of adoption of the European standards in
this field and creates all the prerequisites for further harmonization with the European legislation and
directives.

Priority activities of the PPA (Public Procurement Administration) in the upcoming period will
focus on the following: implementation of requirements of the internal EU market in the field of public
procurement, encouraging efficiency and transparency in the use of public funds and improvements
in the legal and operational system for public procurement in Montenegro and further harmonization
with the EU legislation and practice in the area of public procurement.

Besides, priority activities will focus on: development of a sustainable, continuous national
training system in this field, in order to develop professional skills of the public procurement officers
and other employees involved in the implementation of public procurement regulations (judges,
auditors, etc.), capacity building of the Administration to exercise its duties, modernization of the
system of publishing a contract notice and information about public procurement and raising the
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awareness at the national level about the importance of the sound and functional system of public
procurement.

Basic recommendations contained in the progress reports for Montenegro in the area of public
procurement aimed at improving the public procurement system and the priorities in the upcoming
period involve the following:

1) improvement of efficiency and effectiveness of spending in the public procurement activities,

2) increasing the level of transparency of the procedures,

3) encouraging competitive bidding,

4) elimination of all forms of discrimination,

5) reducing the room for abuse,

6) ensuring more efficient and independent procedure based on appeals,

7) ensuring adequate analytical monitoring of public procurement activities,

8) efficient system for sanctioning of violation of regulations in the field of public procurement,
with strong preventive effect,

9) creating the conditions for PPA to undertake effective monitoring of the public procurement
procedures, through preventive supervision and guidance, in order to strengthen the
discipline, prevent possible corruptive activities and unethical behavior,

10) harmonization of activities with the economic policy of the Government in order to strengthen
the efficiency and transparency of work of the state administration through the
implementation of the system of electronic public procurement,

11) establishment and implementation of rules of behavior that the contracting authorities and
their employees would be bound to observe in order to prevent corruptive behavior and
develop high ethical standards,

12) keeping the list of bidders for which it was evidenced that they were engaged in corruptive
activities or have not fulfilled the contractual obligations, with the possibility to introduce the
so-called "black list” created by the relevant international bodies,

13) proper assessment of value of public procurement, through consistent implementation of the
rules - methodology on the assessment of value of contracts for public procurement of
goods, works and services and conditions for the framework agreements,

14) promotion of increased professionalism, by strengthening line organization through the
establishment of special sector for training and IT sector, besides the existing sector for
normative/ legislative activities and international cooperation,

15) implementation of the new Directive in the field of defense and security, harmonization
with the Directive in the area of green public procurement,

16) further development of cooperation between PPA and the Ministry of Finance, as well as
between PPA and the Ministry for Information Society, in order to develop further the
system of electronic public procurement,

17) development of the Work Program of PPA for the period 2009 - 2013, which will be further
amended in accordance with the Strategy.

IV INSTITUTIONAL FRAMEWORK

The main institutions in the public procurement system are:
* Ministry of Finance,
e Public Procurement Directorate and
+  Commission for the Control of Public Procurement Procedures.

In addition, it is necessary to mention state administration bodies which are indirectly

related to the public procurement fields, as follows:

- State Audit Institution,

» Directorate for Anti-Corruption Initiative,

+ Commission for the Prevention of Conflict of Interest,

« Administrative Court,

« Misdemeanours Council,

» Police Directorate,

e Judicial Council.

Under the Decree on organisation and manner of operations of state administration
(Official Gazette of Montenegro 40/11), MINISTRY OF FINANCE is the line ministry for the



public procurement field. In that sense this ministry, in cooperation with other competent bodies
from this field, prepares draft laws, other regulations and general acts, proposes development
strategies and other measures in the public procurement field to the Government and supervises
implementation of the law. The Department for Property-Legal Affairs and Budget Department
within the Ministry of Finance perform these tasks.

PUBLIC PROCUREMENT DIRECTORATE is a state administration body which performs
administrative and technical tasks in the public procurement field, provides for condition for
effective, efficient and transparent spending of public funds, while it also stimulates
competitiveness and equality amongst bidders in public procurement procedures. It primarily
performs technical tasks aimed towards improvement of the public procurement system and
creation of good practice in implementation of the law. Amongst other things, the Directorate also
grants necessary prior approval to contracting authorities regarding the selection of the type of
procedure, participation and cooperation in the organisation of professional training, monitoring
of the public procurement system and harmonisation with the European legislation and case law
of the European Court of Justice, raises awareness on public procurement and stimulates
development of electronic public procurement system.

The current organisation within the Directorate does not reflect actual needs in terms of
guality and timely performance of all the tasked envisaged by the law. In addition, under the new
law it will become an administration which is why restructuring is required. The Directorate
prepared the new act on internal organisation and job descriptions which is currently considered
in the procedure of the Human Resources Management Authority.

The new law envisaged that administrative and related technical tasks in the public
procurement field shall be performed the ADMINISTRATION FOR PUBLIC PROCUREMENT.

COMMISSION FOR THE CONTROL OF PUBLIC PROCUREMENT PROCEDURES
is an autonomous body which is competent for the field of protection of bidders' rights and public
interest in the public procurement procedure. It is a second instance body which acts on
appeals.

STATE AUDIT INSTITUTION is an autonomous and supreme state audit body which
examines regularity, effectiveness and efficiency of operations of audited entities. Examination
of regularity includes the control of compliance of operations with regulations and general
standards applicable to the collection of public revenues, expenditure financing, disposal and
management of property, fulfilment of obligations, entry and documenting of income and
expenditure, property and management of economic operations. In that sense, it examines
whether objectives were achieved in performance of tasks with the minimum of invested funds.

DIRECTORATE FOR ANTI-CORRUPTION INITIATIVE is an autonomous and
independent body which, within the scope of its competences, monitors implementation of the
Strategy for the Fight against Corruption. Given that public procurement is the field that is
susceptible to corruption, the cooperation between the Directorate and DACI is necessary in
that regard.

COMMISSION FOR THE PREVENTION OF CONFLICT OF INTEREST, within the scope
of its competences, cooperates with the bodies which perform public procurement tasks in terms
of collecting and exchange of data on the existing and potential existence of the conflict of
interest of all the participants in the public procurement procedure.

ADMINISTRATIVE COuRt, within the scope of its competences, decides on the legality of
administrative acts as well as on the legality of other individual acts when so prescribed by law,
and also decides on extraordinary legal remedies against enforceable rulings rendered in the
misdemeanour procedure, while it also performs other tasks envisaged by the law.

MISDEMENOURS COUNCIL is competent to decide on appeals lodged against the first
instance decisions passed by local misdemeanour bodies and ministries, other administrative
bodies and local government bodies.

POLICE DIRECTORATE performs tasks which, amongst other things, relate to the
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prevention and detection of criminal offences and misdemeanours, finding and arresting of the
perpetrators of criminal offences and misdemeanours and their bringing before the competent
authorities.

JUDICIAL COUNCIL, in addition to the competences defined in the Constitution, indirectly
provides for efficient operation of the public procurement system which is established in the
legal system of Montenegro.

V IMPROVEMENT OF THE PUBLIC PROCUREMENT SYSTEM

With the aim of reaching as higher quality of the public procurement system as possible, this
Strategy defines steps of the Directorate in the following segments:
monitoring of public procurement procedures,
awareness raising through education and trainings at all levels,
relations with NGO sector,
development and strengthening of electronic communication in public procurement, with
guidelines for preparation of the action plan for development and introduction of e-
procurement,
degree of savings,
reporting on public procurement,
cooperation with bodies and institutions of Montenegro,
cooperation with international institutions and experiences from studies,
. environmental and social aspects of public procurement,
10. equal opportunities,
11. Proposed approach to the organisational structure.

PR
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1. Monitoring of public procurement procedures

Monitoring of public procurement procedures represents one of important components in
the competences of the Directorate. Activities Programme of the Directorate also envisages
monitoring of public procurement procedures and defines subject and scope of monitoring
conducted by the Directorate which has so far proven to be efficient. In the majority of cases,
contracting authorities complied with opinions given by the Directorate. However, the main
objective of monitoring of the public procurement is to eliminate all irregularities detected in
operations of entities that are obliged to implement the law. A special aspect of monitoring
should be monitoring of the high-value public procurement. The second issue raised here is staff
capacity of the Directorate for conducting quality monitoring. One should also have in mind that
staff capacity building does not mean only recruitment of new employees, but it also means
training of newly recruited employees so as to make them capable of the quality performance of
these tasks within a specified period of time.

Since one of the main activities of the Directorate is to publish calls for public competition
in public procurement procedures and decisions on contracts award on its website, the
publication of calls and decisions is an everyday job and is reflected through continuous
monitoring and guidance of public procurement procedures. In the time to come, it is planned to
establish new software solution, depending on the amount of provided funds, to serve as a basis
for introduction of electronic public procurement system.

In the stage of publication of calls, the Directorate staff monitors and takes care of
regularity of the call for public competition in terms of both, its form and substance. Interventions
in continuous electronic and phone communication are everyday activities of the Directorate staff
aimed at elimination of identified irregularities (around ten pieces of advice and interventions of
this kind are given on a daily basis).

Very important instrument aimed towards establishing the most efficient monitoring
system are decisions of the Commission which are published on the website www.kontrola-
nabavki.me. There is a coordinated cooperation between the Directorate and Commission aimed
towards implementation of monitoring findings.

Another component which is important for monitoring of public procurement procedures is
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electronic publication of notifications and electronic system for delivery of reports by the
contracting authority. This is important because these activities are conducted by hand
(manually) for the time being.

The solution for this situation is electronic publication of notifications with advanced
search for the Directorate staff, including preparation of reports on the basis of given parameters
in order to reach the level of higher quality analyses by application of modern technologies, and
all that with the aim of simplifying the monitoring of public procurement procedures for which the
new software solution has been provided under IPA 2007 project.

2. Awareness raising through education and training at all levels and administrative
capacity building of contracting authorities

Awareness raising through education and training at all levels is another measure that
should result in effective, efficient and transparent spending of public funds. This matter is very
important, particularly having in mind the total amount of funds spent in this field which ranges
between 15% and 16% of GDP. Particular purpose of this activity is to identify objectives of
communication and tasks of the awareness raising campaign. The purpose is to disseminate
information on reforms in the public procurement field with the aim to improve understanding of
the public in terms of benefits derived from efficient public procurement system in Montenegro.
Awareness raising campaign includes setting communication goals and tasks aimed towards
guiding the activities.

The Directorate cooperates with all the media with the aim of promoting the significance of
public procurement. Such cooperation has been reflected through frequent, almost monthly,
appearances of representatives from institutions that are directly involved in public procurement
process in radio and television shows. Therefore, at the end of 2010 the contract was signed
with Press Clipping with the aim of monitoring public procurement in Montenegro and the region
by means of electronic and print media.

In order to raise awareness, activities of the Directorate and the Commission were
presented in videos at the public broadcasting service of Montenegro.

2.1. Way of communication:

+ preparation of comments to the public procurement regulations (in cooperation with the
Commission), brochures, publications and other technical literature, as well as the
documents for practical implementation of these regulations (brochures with all the public
procurement regulations - regulations are available in English as well, text of the law with
the comment, handbooks for practical implementation of public procurement regulations,
brochures on how corruption undermines public procurement processes and practical
instruction on how to report irregularities in public procurement, newsletters on activities
within the newsletter of the Ministry of Finance),

+ communicate messages in a concrete way and in simple language, by establishing the
link between activities undertaken in that direction and benefits for the participants,

« provision of legal aid, i.e. information to all the participants, interested parties and general
public in the public procurement field (improvement of help desk centre),

» development of special means for communicating information such as video clips, press
releases etc. which are intended for dissemination through the media, as well as the
preparation of the campaigning material, technical literature and presentations, with the
aim of providing importance, values and vision of further development of the public
procurement system in Montenegro.

2.2.  Objectives of communication:

 informing entire public and participants in the public procurement procedure about all the
relevant activities of entities responsible for the public procurement system, and these
include trainings, events organised in parallel with selected trainings and seminars, press
conferences etc.

« informing entire public and participants in the procedure about the improvement of
legislative framework, as well as on the benefits derived from those activities for the
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country, business community and general public of Montenegro,

» informing participants about clearly defined and divided scope of tasks and competences
between the Directorate and the Commission with the aim of raising awareness on what
these institutions represent and what they are doing.

3. Relations with NGO sector

The main institutions in the public procurement system have different types of cooperation
with the NGO sector. Such cooperation is reflected in providing responses to the requests filed
for free access to information.

In January 2010 the Directorate began to prepare draft Public Procurement Law which is
why invitation for participation was extended to MANS, Institute Alternative, European Movement
in Montenegro, CEMI, CDT and other non-governmental organisations which are recognised and
whose participation can make contribution to the highest possible quality preparation of the law.
After the public debate on the draft Public Procurement Law was finished, the working group set
up for preparation of the law also organised meetings with the representatives from NGO sector,
and all that with the aim of considering and accepting proposals and suggestions to the draft law
which is an indication of openness and readiness of the competent state bodies for all types of
cooperation.

Furthermore, cooperation of the competent bodies with the NGO sector is also reflected in
turnout and active participation at: conferences, round tables, seminars, workshops and other
forms of events organised by NGOs on the topic of the public procurement system in
Montenegro and the region, fight against corruption and implementation of the Law on Free
Access to Information.

Particular focus should be placed on the "National Conference Dedicated to AntiCorruption
Policies” organised by MANS every year and round table organised by the Institute Alternative
on the topic of "Public Procurement in Montenegro - Transparency and Accountability".

In addition, MANS set up a phone line in agreement with the Directorate for reporting
corruptive activities in public procurement.

4. Development and strengthening of electronic communication in public procurement,
with guidelines for preparation of the action plan for development and introduction of
e-procurement

The development and strengthening of electronic communication in public procurement is a
component which represents one of priorities in development of the public procurement system.

Information technologies and knowledge in that field are at a relatively low level compared to
the EU. Therefore, this segment requires a special systematic approach to the improvement and
development of the public procurement system.

The Directorate will additionally empower this activity in cooperation with the Ministry for
Information Society.

The Directorate designed a new website under the project "Capacity Building for the Public
Procurement Commission" funded by CARDS and in cooperation with the company FINEUROP
which was responsible for implementation of the project mentioned above with the aim of higher
guality data management and easier electronic communication between bidders and contracting
authorities. The website is a starting point for improvement and introduction of the electronic
public procurement system.

New website of the Directorate_ www.djn.gov.me was activated in July 2009. This website
represents improvement of conditions and enables advanced search and easier access to
information on concrete data related to public competitions, decisions, amendments and other
available data. The average number of visitors per day is 4,386.

Funds available under this project were used to upgrade the existing website which resulted
in considerable progress in the electronic public procurement field and completion of the first
phase of implementation of the electronic system project. The second phase is a subject of joint
activity of the Directorate and the Ministry for Information Society which will be completed in the
time to come in accordance with the operations plan.

Introduction of a complete, modern electronic public procurement system will not be possible
until 2013/14, i.e. until completion of the regulatory framework for upgraded public procurement
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system and creation of a good database of the Directorate for public procurement notifications.
Electronic public procurement system will also directly depend on the development of the overall
electronic operations of state bodies of Montenegro and application of general regulations on
electronic operations, commerce and manner of delivery by electronic means in accordance with
the rules of general administrative procedure. Naturally, it should be emphasised at this point
that introduction of the electronic public procurement system is a significant investment.

5. Savings

The main objective of improving the public procurement system is to generate the highest
possible level of savings in spending public funds. That is achieved by:

- good and timely planning and management of concluded contract,

- establishment of central public procurement authorities.

5.1 Planning and Contract Management

First of all this objective is achieved through regular and timely planning of procurement, as
well as through the guidance of the public procurement process by the Directorate, with the
support of the Ministry of Finance and in cooperation with entities obliged to implement the law
for the purpose of conducting optimal procedure in a specific procurement. Savings are also
generated through implementation of awarded contracts in an efficient and effective manner,
without additional costs incurred during contract implementation.

Therefore, good planning and good management constitute the basis for savings.

5.2 Establishment of central public procurement authorities

This form of organising public procurement is conducted if contracting authorities delegate
powers for public procurement procedures to the CENTRAL AUTHORITY which conducts public
procurement procedures to meet the needs of these contracting authorities (for certain subjects
of public procurement, for instance procurement of fuel, office supplies, official vehicles etc.) with
the aim of rationalising costs of public procurement procedures. Risks of corruption are reduced
by establishment of the central authority.

In that sense the law envisages the possibility for the public procurement procedure to be
conducted by another contracting authority and also provides for authorisation for the
Government or competent local government body to stipulate that certain public procurement for
meeting the needs of state administration bodies and public services or local government bodies
may be conducted in an integrated manner by a designated contracting authority serving as
central public procurement authority.

Contracting authority may, simultaneously with adoption of the decision on initiation and
conducting of the public procurement procedure, authorise another contracting authority, after
obtaining consent of that contracting authority, to conduct public procurement procedure or
undertake certain actions in that procedure on its behalf and for its account.

6. Reporting on public procurement

The law lays down the obligation for the Directorate to prepare and deliver annual report on
public procurement for the previous year to the Government for consideration and adoption until
31 May of the current year at the latest.

For the purpose of operating efficient reporting system, the law lays down the obligation for
the Directorate to submit annual report for adoption to the Parliament until 30 June of the current
year for the previous year. Non-adoption of this report by the Parliament is the reason for
dismissal of the Commission.

With the aim of further development of the public procurement system, the Directorate
signed agreements on cooperation with DACI and Commission for the Prevention of Conflict of
Interest in which signatories agreed on: delivery of periodic reports on reporting the cases of
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corruption and conflict of interest, reporting on implementation of measures from the Action
Programme for the fight against corruption with regard to preventive action and exchange of data
in that regard.

Since the obligation has been laid down the Directorate has delivered quarterly reports to
DACI, within the scope of its competences, on the results achieved under the Intensive
Promotion Program and results achieved in fulfilling obligations laid down in the Innovated AP for
implementation of the Program for the Fight against Corruption and Organised Crime for the
period July-September 2010 and October-December 2010.

As for the fulfilment of undertaken obligations which were laid down in the Innovated AP for
implementation of the Program for the Fight against Corruption and Organised Crime from 2010,
the quarterly reports were regularly delivered to the National Commission for application of the
AP for implementation of the Program the Fight against Corruption and Organised Crime about
the level of implementation of measures defined in the Program, with the emphasis on certain
barriers encountered in their implementation.

7. Cooperation with bodies and institutions of Montenegro

One of the aspects of further development of the public procurement system is
strengthening of mutual cooperation between state bodies and institutions.

As for the obligations undertaken under the SAA, the Directorate regularly informs the
competent working bodies of the Parliament - Subcommittee on Internal Market and Trade and
Subcommittee on Stabilisation and Association.

In order to be better informed, exchange experience and overcome potential problems, the
Directorate maintains and nurtures cooperation with representatives from state bodies,
organisations and institutions, as well as with business community and Chamber of Commerce
in particular. All aspects of cooperation include coordination with the Ministry of Finance.
Cooperation has been successful with the Ministry of Interior and State Administration, Ministry
of Justice, Ministry of Defence, Ministry of Sustainable Development and Tourism, Ministry of
Economy, Ministry of Culture, Ministry of Science, Ministry of Education and Sports, Ministry of
Foreign Affairs and European Integration, Directorate for Anti-Corruption Initiative, Property
Administration, Commission for the Prevention of Conflict of Interest, Constitutional Court,
Administrative Court, Misdemeanours Council, Human Resources Management Authority, Police
Directorate, Supreme Court, State Prosecutor, Protector of Human Rights and Freedoms, Health
Insurance Fund, Pension and Disability Insurance Fund, Central Bank of Montenegro,
Directorate of Public Works, State Audit Institution, Herceg-Novi municipality, Tivat municipality,
Podgorica municipality, Electric Power Company of Montenegro AD Niksic, PROCON, other
bodies and institutions and the private sector.

It is important to mention that the agreement on cooperation was signed between the
Directorate and DACI in December 2010 with the aim of improving the exchange of data and
information and defining mutual obligations of signatories for the purpose of timely reporting,
detection and processing of criminal offences with elements of corruption. The Directorate
delivers to DACI the information paper on reported corruption cases every six months.
Signatories will participate in the training programmes for employees in state bodies and
institutions who receive and process reported cases with elements of corruption and will also
jointly prepare every future training programme for representatives from institutions that receive
information on potential corruptive behaviour.

Over the last year, the Directorate held several press conferences on the topic of "How to
Prevent Corruption in Public Procurement” and was also involved in the training programme
"Receiving and Processing Reported Cases and Protection of Persons Reporting Corruption”.

The Directorate signed agreement on cooperation with the Commission for the Prevention of
Conflict of Interest and in that way it considerably improved cooperation and undertook
significant measures for elimination of the conflict of interest.

Cooperation with the Ministry of Foreign Affairs and European Integration goes in line with
the NPI for the period 2008-2012 and other requirements and programmes.

Cooperation with the Commission takes place through consolidation of views and giving
opinions on implementation of regulations in the public procurement field.
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8. Cooperation with international institutions

There is a continuous and active reporting on the condition in the public procurement system
in Montenegro in the framework of the enhanced permanent dialogue with EU representatives.
The latest Progress Report of the European Commission delegation from 2010 gave positive
assessment of the progress made in the development of the public procurement system in
Montenegro, with focus placed on administrative and institutional capacity building in the public
procurement field.

The project of the development of generic training modules for public procurement for the
countries beneficiaries of IPA project - "Training in Public Procurement in the Western Balkans” -
was launched in cooperation with SIGMA/OECD. The European Commission organises this
project. The role of SIGMA is to prepare a set of public procurement handbooks, in cooperation
with representatives from national institutions, which will be used in the training of trainers at the
regional level which is to take place and will also be further localized and then used in the public
procurement training at the national level in countries beneficiaries of IPA project.

Under the British Council project "Skills for European Union” the Directorate staff received
an adequate training on acquiring the skills for developing techniques of efficient communication
and functioning in international context which are required to meet the EU needs.

Intensified trainings were provided through implementation of IPA 2007 projects over the
period 2010-2011 which included development of a comprehensive training plan and
programme, preparation of the public campaign and practical training for contracting authorities -
entities obliged to implement public procurement regulations, bidders, all persons involved in
procedures and control, supervision and audit, as well as the media representatives.

There is a plan to set up a Regional Centre for the Western Balkans countries and Turkey
with the aim of strengthening regional cooperation. Active cooperation also exists at the formal
level with bodies and organisations in the public procurement field at the regional level through
establishment of an international public procurement centre with the aim of data exchange in the
public procurement field and here we primarily refer to cooperation with the public procurement
directorates from Serbia, Bosnia and Herzegovina, Croatia and Macedonia, while the
cooperation also started with the Court of Auditors from Slovenia, regulatory bodies from Turkey,
Romania, Kosovo, Austria and Albania.

Under IPA 2007, the Directorate was included in cooperation through study visits to Cyprus,
Turkey, Brussels and Rome.

9. Environmental and social aspects of public procurement

Environment protection criteria are also important in public procurement. Public procurement
staff needs to be familiarised with environmental parameters and possess hecessary knowledge
for their application in accordance with the law. Therefore, environment protection measures
should be part of the training of the public procurement staff.

Likewise, economic operators also need information on how and why these criteria will be
applied in public procurement. In preparing the training needs analysis, we will be able to state
what level of standards of environment protection is applied by the public procurement staff.

In defining subject of the contract, the contracting authority may select a type of products or
services which correspond to the environment protection requirements (for instance, building
design with low electricity consumption, certified ecological products).

Call for public competition may also contain other data needed for more complete informing
of bidders about the subject of public procurement which are related to environmental and social
aspects. Environmental and social aspects must be part of the bidding documents (contracting
authority must be capable to define the need). Contracting authority is free to include
environment protection aspects - ecological aspects, that is, the proof of these ecological
aspects from the bidders, such as stickers, declarations. Technical specifications may refer to
the manufacturing method and process, for instance with the procurement of electric power
generated from renewable sources or there may be a requirement for organic healthy food which
is proved with stickers and declarations. If the works or services contracts require specialised
knowledge in the field of environment protection (for instance, construction of waste treatment
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plants), bidders may be required to present the proof of meeting the environment management
standards. Provisions on contract execution may refer to some sensitive environment protection
issues (for instance, the manner of packaging and delivery, use of materials and packaging that
may be reused, collection and recycling of waste generated during or after execution of the
contract etc.).

Social inclusion of minorities and prevention of their discrimination are the most prominent
principles in the EU public procurement system.

Public procurement staff needs to be familiarised with social inclusion and anti-
discriminatory practice related to minorities. It is important to ensure that national minorities,
refugees and internally displaced persons are not victims of discrimination in the competition
process in the public procurement system. Public procurement staff needs to be aware of this
and they also need to have knowledge of its correct application under the law. Therefore, issues
of minorities should be part of the training of public procurement staff. Successful bidders in the
public procurement system will have to adopt principles of equal opportunities, non-
discriminatory employment and other practice.

10. Equal opportunities

Equal opportunities are important in public procurement of works and services. Fair and
transparent public procurement system contributes to the prevention of any kind of
discrimination.

Therefore it is important for the public procurement staff not only to be aware of that, but also
to possess knowledge in order to introduce equal opportunities dimension and abolish any
discriminatory practice based on sex, age and disability. That is why the equal opportunities
principle has to be part of the training to be delivered to the public procurement staff.

11. Proposed approach to the organisational structure

Having in mind general views on the other public procurement systems and specificities of
the system of Montenegro, two alternative organisational models may be proposed.

The first organisational model is similar to the existing organisational model and it is specific
for the initial phase of the public procurement development. However, since Montenegro is in the
pre-accession process its functions and response to the increased requirements from EU should
be strengthened which is why another organisational model

15
is recommended according to which the Directorate would consist of four organisational units in
total, as follows:

A. Department for monitoring implementation of regulations and inspection:

A.1. Division for monitoring implementation of regulations and
A.2. Division for Inspection;

B. Division for professional training, professional development and international cooperation;

C. Division for monitoring public procurement procedures and electronic public procurement

management;

D. General Affairs and Financial Service.

VI PROFESSIONAL TRAINING IN THE PUBLIC
PROCUREMENT FIELD AND ADMINISTRATIVE CAPACITY
BUILDING

The aim of this chapter is to propose sustainable national training strategy in the public
procurement field which will enable setting up of a mechanism for regular assessment of the
training needs of staff and acquisition of a broad range of skills which are connected with public
procurement, identification of training needs, planning of trainings, assessment of results and
issuance of appropriate certificates. This mechanism is considered very important since the
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procurement environment is very dynamic and it constantly changes.

The training programme should be adopted, along with providing for its continuity, on the
basis of analysis of the training needs, definition of target groups and update of the plan for each
target group in line with the needs and new requirements.

The main objective of the Training Strategy is to set up a sustainable training system in the
public procurement field in Montenegro through cooperation of all the stakeholders (such as the
Directorate, Commission, Human Resources Management Authority, Ministry of Finance,
Ministry of Education and Sports, Ministry of Science, Ministry of Justice, Chamber of
Commerce, University and others).

1. Main objectives of the training strategy are:

1) education and training of staff involved in the public procurement process with the aim of
producing certified staff - public procurement officers, persons involved in the
Commission for Bid Opening and Evaluation, persons involved in the planning process,
and independent experts engaged by the contracting authority, which would ensure
compliance with basic principles of the public procurement system,

2) provision of education and training to bidders who are involved in the public procurement
procedure in order for them to understand the procedure in all phases, as well as the
rights and obligations arising from the procedure and concluded contract,

3) provision of education and training to all the persons interested in the public procurement
system as a whole, as well as the individual procurement procedure,

4) finally, the result of all the activities mentioned above is achievement of the value for
money principle, i.e. achievement of the principle of efficient, effective and transparent
spending of public funds,

5) introduction of a special subject "Public Procurement"in the curricula at the University of
Montenegro.

2. Future activities in the field of education and training related to public procurement

The Directorate plays central role in the existing training system in the public procurement
field in Montenegro and the Administration for Public Procurement will continue such an activity
in accordance with the law. As a result of the education process, there is a legal obligation for
the public procurement staff and employees at the Directorate and the Commission to pass
professional exam to be able to work in the public procurement field. This exam may be taken by
any other interested persons as well.

In addition to being a leader in the field of trainings at the national level, the Directorate is
also active at the international and regional levels. In that sense, the Directorate participates in
implementation of IPA 2009 regional assistance project "Training in Public Procurement in the
Western Balkans and Turkey” organised by SIGMA which includes countries of the Western
Balkans, Albania and Turkey and will enable further development and implementation of the
sustainable training strategy and programme in the countries beneficiaries of this project at all
levels. Training of trainers (ToT) at the national level was completed under this project in order
for the trainers to be able to efficiently pass on knowledge and skills in this field at the national
level. Participation of the Directorate is continuation of previous activities in the process of
training of procurement staff at the contractors' which were implemented in March 2010 at the
national level.

It is important to underline that professional training in the public procurement field must be
based on cooperation among several stakeholders which is essentially relevant for the
sustainability of the training system. This primarily refers to the cooperation of the Directorate
with: the Commission, Human Resources Management Authority, Chamber of Commerce,
universities, Ministry of Education and Sports, Vocational Education Centre and Examination
Centre ("Training Network™).

2.1 Sources of funding
The overall training system in the public procurement field may not be and does not have to
be funded only from (central) public sources. The following sources may exist as well:

A: Training organised and funded at the central level - the Directorate would be deciding on
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its size and scope in cooperation with the Human Resources Management Authority.

B: Training organised at the central level, but funded individually/from public funds (by
public organisations which send participants for training) - for instance, at least one part
of certified trainings should be funded in this way so as to improve the quality and
efficiency.

C: Training organised at the central level, but funded individually/from private funds

(by private organisations which send their trainees) - training for economic operators in the
field of legal regulations which fall under the competence of the Directorate.

D: Decentralised and privately funded training.

Special basis for development of the training system in the public procurement field should
be training materials prepared by the Directorate which are publicly available for all participants
in electronic form at the Directorate website.

2.2 Types of education and training programmes, target groups

Training in the public procurement field should aim to achieve certain learning outcomes.
Learning outcomes take very important position along with the vision, goals and spirit prevailing
in the system or the institution. They have direct impact on the training programme and
pedagogical approach and also significantly contribute to what and how people learn and the
manner of evaluation of learning.

Learning outcomes represent focus and play critical role in organisation of systemic goals,
training programmes, pedagogical approach, assessment and quality assurance. Increasing role
of learning outcomes should make strong contribution to learning through the system, making
institutions and training programmes more organised, while the role of training of trainers
themselves should increase. In order to achieve results, the training methodology should include
different training forms depending on concrete objectives and structure of participants, such as:
seminars, workshops, round tables, presentations, discussions, learning through the internet.

For that purpose, professional training programmes in the public procurement system in
Montenegro will seek to achieve the following objectives and results:

» improved knowledge of the public procurement system through adequate implementation

of legal regulations (basics, manner of proceeding and passing of decisions);

» improved knowledge of the public procurement system on a practical example of the
public procurement procedure in an open, restricted and negotiated procedures,
framework agreement, direct agreement - direct contracting for the procurement of
goods, works and services;

« capacity for planning and implementation of national procurement procedures, adequate
application of rules and adoption of decisions;

» examples of the most interesting and most relevant decisions adopted by competent
institutions in relation to the implementation of legal regulations in the public procurement
field, including court decisions;

« discussion on legal dilemmas and giving practical advice for overcoming problems which
arise in application of certain procedures;

« instruction for practical implementation of the law and other legal regulations in the public
procurement field,;

+ understanding the basics of the Treaty on European Union which are related to the public
procurement field and competition, with focus on the Treaty pillars;

» understanding the role of European institutions, particularly European Commission and
European Court of Justice;

+ understanding two types of Directives (classical sector and utilities sector) and Directive
on the Legal Protection;

» understanding the procedure for filing complaints and appeals to the EU and under
national law.

2.3 Main training types and programmes
The Training Strategy proposed the following main levels of education and training in the
public procurement field:

1. University level,
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2. Training programme for professional qualification of public procurement staff which is
implemented by the Directorate in cooperation with other members of the "Training
Network";

3. Training programme for the qualification of participants in the public procurement
procedure which is supervised by the Directorate from the central level,

4. Decentralised training.

VIl PUBLIC PROCUREMENT IN THE EU ACCESSION
PROCESS

Acquis communautaire in the public procurement field is founded on basic principles
arising from the Treaty on European Union and jurisprudence of the European Court of Justice
such as transparency, equal treatment, free competition and non-discrimination.

These principles are applied to all the public procurement procedures including those
which are not in the focus of EU public procurement directives, for instance when it comes to
their value (procurement under the EU standards) or subject of public procurement (concessions
for services, public-private partnership). Award of public contracts (contracts on public works,
public procurement and public services) is coordinated under two special Directives: Directive
2004/18/EC which deals with the so- called "traditional authorities"("classical sector") and
Directive 2044/17/EC on authorities and operators in the field of water supply, energy,
transportation and postal services ("utilities sector"). The scope of application of these directives
is defined in terms of included contracting authorities/operators and contracts, applicable
thresholds and special exceptions. In this framework, special requirements were set to ensure
full compliance with basic principles during the public procurement procedures. Specifications
and transparency are particularly regulated, along with implementation of the procedure,
including qualitative selection and contracts award. Special requirements are set for the
preparation of advertisements and - in "classical sector"-concessions for public works. Directives
also provide the framework which was introduced in 2004 for electronic procurement including
electronic means of communication, dynamic shopping systems and electronic auctions. Rules
on included contracts and advertisements were supplemented with special regulations on the
Common Procurement Vocabulary (CPV), as well as with the standardised advertisement
templates. Compliance with the public procurement directives also requires appropriate capacity
for implementation.

There is particular need for appropriate administrative structures at the central level so as
to ensure main functions of policy creation, preparation of laws and by-laws, provision of
operational mechanisms, services for information, monitoring and statistics, as well as the
coherent control in all fields related to public procurement. Effective implementation and
application of EU legislation depends on the existence of appropriate administrative and judicial
systems. Acquis in the public procurement field includes two directives on legal remedies:
Directive 89/665/EEC which concerns the "classical sector” and Directive 92/13/EEC which
concerns "utilities sector” and which has been recently replaced by the Directive 2007/66/EC.
Directives on legal remedies contain requirements for establishing effective audit procedure for
any act or omission of the contracting authority/operator that may cause legal consequences in
tenders which are covered by these directives. Procedures must guarantee access to an
independent audit, including authorisations to adopt interim measures and pay damages. Audit
authorities must possess adequate capacities so as to guarantee effectiveness of the system as
a whole. Furthermore, in accordance with the judicial protection principles arising from the
Treaty, access to legal remedies must also be secured outside the scope of these directives.

The SSA already laid down concrete obligations in the field covered in this chapter. The
Interim Agreement on Trade and Trade-Related Matters was applied from 01 January 2008 until
entry of the SAA into force. Building upon Article 72 subparagraph 4 of the SAA, the Government
adopted Information Paper on monitoring fulfilment of obligations from the SAA along with the
proposed Quarterly Reporting Table. In addition, these reports were delivered to the European
Commission as well in order to monitor the process of fulfilling obligations defined in the
Agreement in a comprehensive manner. After full ratification of the SAA and its entry into force
on 01 May 2010, the permanent bodies of Montenegro and EU were set up as follows: the
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Stabilisation and Association Council whose members are Government representatives and high
representatives from European Commission and EU Council; Stabilisation and Association
Committee; seven subcommittees and Parliamentary Committee on Stabilisation and
Association of EU and Montenegro. In the reporting period, the meetings were held by the
Stabilisation and Association Committee, Parliamentary Committee on Stabilisation and
Association of European Parliament and the Parliament of Montenegro, Stabilisation and
Association Council and four subcommittees: Subcommittee on Justice, Freedom and Security
(Brussels, 12 April 2011), Subcommittee on Inovations, Human Resources, Information Society
and Social Policy (Brussels, 13 April 2011), Subcommittee on Internal Market and Competition
(Podgorica, 11 May 2011) and Subcommittee on economic and financial matters and statistics
(Podgorica, 12 May 2011).

Representatives from the Directorate and Commission regularly inform and prepare reports
on prioritised activities and accomplished tasks in the public procurement field in the current year
which constitute starting basis for preparation of Progress Reports prepared by representatives
from the European Commission.

In 2009 and 2010, the working group made of representatives from the Directorate and the
Commission prepared response to the questions and additional questions from the European
Commission Questionnaire in the public procurement field from Chapter 5. Public Procurement.

In relation to that, the public procurement field will represent one of significant chapters in
the future process of negotiation with the EU (CHAPTER 5) in the framework of internal market
and competition field. Montenegro set up and appointed members of the Commission for
European Integration (Subgroup V - Public Procurement) and management teams for groups
and subgroups for the chapters to be negotiated.

VIl PREVENTING CORRUPTION IN THE PUBLIC
PROCUREMENT SYSTEM

Corruption and organized crime represent one of the biggest threats to the rule of law and
development of a modern democratic society. Montenegro is determined to develop and improve its
legal framework, institutions and capacities, to cooperate with the countries of the region and
international organizations and to use all the available capacities in the fight against corruption and
organized crime. There is a need to develop further the strategic approach in the fight against the
most serious forms of crime and to continue the fight against corruption and organized crime.

In mid-2005, the Government adopted the Program for the fight against corruption and
organized crime, as the first national strategic document that defines goals to be achieved in the fight
against the most serious forms of crime, especially corruption and organized crime.

In order to implement the priorities defined in the Program for the fight against corruption and
organized crime, in August 2006, the Government adopted AP for implementation of this Program.
National Commission for monitoring of implementation of this AP was established by the Decision of
the Government adopted in February 2007. Besides, in May 2008, the Government adopted a new,
reviewed Action Plan for implementation of the Program for the fight against corruption and organized
crime for the period 2008-2009. Measures and activities defined in the Renewed AP were to be
implemented by the end of 2009. A tripartite commission was established, comprised of
representatives of courts, the prosecution and the police, with the aim to report and develop uniform
methodology of statistical indicators in the area of organized crime and corruption.

The Government decided to develop a Strategy for the fight against corruption and organized
crime, with the AP for its implementation for the period 2010-2014.

The National Strategy for the Fight Against Corruption and Organized Crime defines: strategic
directions, principles and goals in the fight against corruption and organized crime, priority measure in
the process of establishment of an efficient system for the fight against corruption and organized
crime in the public, private and civil sectors; roles and responsibilities of all the entities, as a basis for
efficient development of a sustainable system for monitoring and evaluation of effectiveness of the
comprehensive national response to threats posed by corruption and organized crime.

This Strategy represents a framework for adoption of the AP for the period 2010-2012, which
will define goals, measures, implementers and dynamics of implementation of activities in the first
phase of implementation of the Strategy.

In defining the strategic goals, the starting point were periodical reports of the National
Commission, as well as the obligations defined in the National Program for Integration of Montenegro
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into the EU for the period 2008-2012.

Strategy for the fights against corruption and organized crime for the period 2010-2014 and the
relevant AP for the period 2010-2012 already identify the "high risk” areas as follows: privatization
process, public procurement, urban planning, local self-government, education and health. In that
respect, it is legitimate to try to assess the risk in these areas. Essentially, assessment of risk against
corruption in individual sectors is the stage that precedes definition of the Strategy and Action Plan,
which should define strategic goals and measures, based on that risk assessment. Furthermore, the
term assessment of risk against corruption involves the process of identification of organizational
factors (internal and external ones) that are suitable or can be suitable for corruptive behavior within
specific public policies, and definition of recommendations to remove or reduce the negative effects.
Still, the fact that the aforementioned strategic documents can be subject to change and that they are
adopted for a mid-term period, risk assessment contained in this document will serve exactly that
purpose.

In order to ensure transparency of the public procurement, PPA has developed and published
on its web page the brochure “How corruption harms the public procurement process” and the
“Practical Guide for Reporting Irregularities in the Public Procurement Procedures”.

In the seminars and training programs it is especially emphasized that the contracting authorities
and bidders should contact PPA to report irregularities in the procedures, especially with regard to
unethical behavior and corruptive actions.

When it comes to the fight against corruption, according to the existing regulations, PPA is
primarily involved in preventive actions. In order to make PPA more accessible for the citizens, a
telephone line was introduced that the citizens can use to report corruption, and to obtain information
and legal advice. The Law contains anti-corruption rules in Article 13, and the ones regarding conflict
of interest in Article 14. These provisions correspond to the solutions defined in the European
directives. The reports regarding both - corruption and organized crime mostly say that certain public
procurement officers and members of the tender commission can adapt tender documentation to the
specific, desired bidder or that they can open the bids received prior to the formal opening of the bids
specified in the published call for submission of bids, and to inform and prepare the potentially
favored bidder. In that case, the disciplinary and criminal responsibility of the officer in question must
be established. For such action reported to the PPA, or if the irregularities are noted ex officio,
adequate procedure is initiated, primarily through the State Audit Institution, if it involves violation of
public procurement principles. Besides, PPA may also contact the prosecutor’s office or the basic
courts.

Persons who have identified themselves can protect their rights regarding existence of
corruptive actions and conflict of interest through the appeal submitted to the Commission.

The Law emphasizes preventive role of PPA, as well as repressive one - through the authority to
pronounce misdemeanor sanctions.

Besides, persons who wanted to report conflict of interest in various administrative areas have
contacted PPA by phone, and they were referred to the institutions responsible for consulting and
taking concrete actions in those administrative areas.

In the upcoming period, within the system of training and provision of consulting and advisory
services, we will pay special attention to the special training on the manners of resolving conflict of
interest and possible anti-corruption activities.

1. Strengthening of the legal framework

The first measure in the fight against corruption involves consistent implementation of laws and
bylaws and further development of the legal framework, aimed at implementing the public
procurement procedures and spending the public funds according to the clearly defined rules, in a
transparent manner, which will have a direct impact on reducing the risks of corruptive actions.

Thus, it is necessary to regulate the overall public procurement system, all the way to contract
awarding, but also, to define contract management rules through the regulations on internal and
external audit. Namely, one of the riskiest stages in the public procurement system involves actions
after the contract has been signed and exactly that stage should be subject to strict control, in order
to avoid increase in prices offered in the bids, using the negotiated procedure without prior publication
of a contract notice, if all the requirements have not been met.

Furthermore, the legal framework must define rules and requirements for participation of
companies in the public procurement procedures, if they are related to the contracting authority in any
way - interest-based relationship, ownership or family ties. The Law defines the obligation to observe
anti-corruption rules and the rules for the prevention of conflict of interest, but there are novelties
introduced that the contracting authority is obliged to register such cases and write official minutes
about that, report it to the responsible state authorities so that they can take action in accordance with
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the law, and to inform the responsible authority. Similar provisions are defined with regard to the
violation of rules to avoid conflict of interest that the contracting authority must record and inform the
responsible authority without delay.

2. Execution of decisions of the State Commission

Improve the control over execution of decisions of the Commission, in order to ensure legal
safety in the public procurement procedures.

3. Strengthening the control mechanisms

Through the public procurement system it is necessary to develop control mechanisms, as
follows:

a) Preventive action, through transparency of the public procurement procedures, and
transparency of work of the institutions financed from public funds.

b) Education of all entities involved in public procurement procedures, in order to prevent
corruption in public procurement procedures, represents one of important segments, where the
education and training courses should emphasize potential danger of corruption.

This segment of educational activities should include the following participants:

- higher levels of management structures in the contracting authorities, as well as top
management,

- bidders, in order to inform them about their responsibility in case of offering bribe,

- media, in order to properly inform the public.

Education in this respect should involve: publishing of manuals, organization of round table,
workshops and other forms of informing the stakeholders about the problems of corruption in public
procurement.

In the activities aimed at strengthening the mechanisms for prevention of corruption in public
procurement, it is necessary to clearly define in the Law the activities of each individual institution that
can be involved in any way in monitoring and control of public procurement procedures.

4. Establishment of central public procurement authorities

This form of organization of public procurement should be undertaken in cases when the
contracting authorities transfer all the authority for public procurement procedures to this central
authority, which implements public procurement procedures on behalf of these contracting
authorities, for specific subject matters of public procurement, in order to make the public
procurement procedure more rational. Establishment of the central public procurement authority
would also reduce the risk of corruptive behavior.

5. Implementation of public procurement procedure by other contracting authority

Together with adoption of decision on initiation and implementation of the public procurement
procedure, the contracting authority may authorize some other contracting authority, with its consent,
to implement the public procurement procedure on its behalf and to its account, or to undertake some
actions in that procedure.

6. Supervision over enforcement of contracts and protection of rights

Effective contract management is of vital importance for success of the contract. It involves the
public procurement officer and other persons within the contracting authority who work proactively
with the staff in the relevant company in order to ensure enforcement of the contract as agreed. In
order to reach this goal it is necessary to create legal prerequisites for PPA to undertake supervision
over the enforcement of contracts.

Protection of rights of the bidders, in this context, is exercised before the Commission.
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IX DEVELOPMENT AND STRENGTHENING OF ELECTRONIC
COMMUNICATION IN PUBLIC PROCUREMENT

In order to develop and strengthen electronic communication in public procurement, that is, in
order to develop electronic public procurement system, it is necessary to define a software solution
for the establishment of this system. To that end, there is an ongoing project called "designing,
development and support to the web-based system for receipt of requests and publication of
notifications regarding procurement”.

The aim of this document is to provide description of the system and the function for receipt of
requests and publication of notifications. This document is based on the concept of contracting
authorities and bidders. The contracting authority, in the sense of this document, is the user within the
public sector, who calls for the submission of bids, and the bidder is the private sector entity that
applies to the tender.

The key actors are as follows

« User (PPD) and its partners,

+ PPC,
* MNE Ministry of Finance,
« EUD,

* Consultant (consortium Planet SA, BiP & Crown Agents that leads Planet SA),
* Contracting authority (Cikom).

Other important actors in the process are as follows:
* Ministry for Information Society,
+ State Audit Institution,
» Contracting authorities from the private sector,
* General public in MNE

1. Scope of application

This document prescribes the processes and functions necessary in order to create, regulate
and verify the publication of contract notices:
* Keeping the record of beneficiaries
Registration, check-up and record keeping of beneficiaries
+ Keeping the record of notices

It allows the contracting authority to keep, add and manage notices, as follows:

1. Creating notices - allows gradual development of new notice by the contracting
authority. This involves creating the notice itself. The notice contains detailed fields for
the subject matter of procurement.

2. Verifying the notice in order to ensure that all the mandatory fields and all the relevant
values are correctly filled out and within the defined limits.

3. Publishing the notice including amendments and suspension of tender from the
perspective of the contracting authority. The process involves administrative intervention
that is necessary in order to publish the notice.

4. Reporting about notices in order to enable contracting authorities to undertake
"standard” reporting regarding notices that they have access to. This function includes
the possibility of creating and managing templates for reporting, to use the same data
as presented in the notices.

2. Details regarding operation
Registration of users

Registration process must ensure safe transfer and keeping of all personal data regarding users.
Furthermore, it is necessary to establish mechanisms for verification of information that were
provided by the new users of the system. However, the registration process must take place in two

stages. One stage involves allowing the new users to apply for registration in the system, and the
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second one involves allowing the authorized persons to verify submitted information and approve or
reject application for registration.

Control of users

This condition allows users to be identified in the system. This is necessary in order for the
system to show relevant data to the users, to enable certain activities to be undertaken in accordance
with the data provided by the users, and to make implementation of certain activities possible in
accordance with the defined role of the user in this system.

Authorization of users

All users in the system have a specific role. Authorization of user enables for identification of role
of the users in the system. Depending on the rights granted to the users, the system may control
which actions the user may take, and which data the user may access.

Creating working space for notices

When notice is created, the system should give virtual working space to the user, in order to store
all information regarding notices. This virtual working space allows authorized users to provide key
information about notices, such as name, description, estimated value, etc., and to enable for entry of
documents, such as notices, contracting documentation, additional documentation, etc.

Working space should be well integrated with the system of user authorization (Condition 6.3:
"User authorization”), as it is necessary to ensure access to information stored in the working space/
or it can only be used by the authorized users. Besides, some actions should only be possible after
specific events (e.g. access to details of the tender should only be granted to the authorized persons
once the bids have been safely opened, if this function is outside the domain of requirements
designed for this stage).

Notice writing and publishing

This function, sometimes called "Mechanism for filling out the forms” should represent part of the
system or external application integrated into the system.

Templates and electronic standard forms will be used to prepare notices.

Contracting authorities may be assisted in preparation of notices through automatic use of
information that is already in the system, within the work post for notices. Form-filling mechanism may
contain all the previously defined information about notices in the system and automatically fill out as
many fields in the template as possible.

Use of CPV (Common Procurement Vocabulary)

Public procurement directives require the contracting authorities to sue CPV standard to public
their procurement needs. CPV represents European classification standard, designed especially to
describe goods, services or works that were procured by the contracting authorities through the
numerical code. CPV exists in 20 official EU languages. Through this classification, the bidders can
easily identify goods/ services/ works that the contracting authority wants to procure, irrespective of
the language of PIN and to do some search. The system should encourage buyers to use CPV
standard when preparing the notice.

Use of NUTS (Nomenclature of territorial units)

Notice must define NUTS codes for the contract that must be obtained. NUTS is a classification
standard for geographic areas, which uses numerical codes to define location of goods/ services/
works that will be procured. Similar to CPV, entering NUTS codes enables bidders to identify easily
locations to which they are supposed to deliver contracted goods/ services/ works, irrespective of the
language used in the notice.

The system should encourage buyers to use NUTS classification standard when creating a
notice. The request for this function is not regulated by EU legislation in the field of public
procurement, but it can significantly improve future service that can be offered within the system (e.g.
search, reporting, integration of the system, etc.).
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Publishing of notices

Once the notice is created, procurement officers can be assisted in sending the relevant
electronic message to the system administrators, and that message contains all the information about
the notice, in order to apply for publication of the notice. The system should enable saving of the date
when the notice was published.

Awarding of contracts

Once the awarding process is finished, the contract is awarded to the bidder that offered the
lowest price or the economically most favorable bid in the tender, as concluded using the
methodology of evaluation defined by the contracting authority. The contracting authorities must
publish the Information about contract awarding in which they inform all the interested parties about
the results of the bidding process. The procedure for creation and publishing of the contract award
notice is the same as in the creation of any other notice.

Besides, contracting authorities will inform all bidders that participated in the tender about the
decision on contract awarding. At the request of the bidder, the contracting authority usually gives
reasons for rejection of the bid.

Reporting system

Reporting system contains “"standard” reporting templates that simply refer to a set of data.
Standard report is, essentially, a defined format with dates which defines the time period of reporting.
An example of a standard report would be EU Statistical Report.

It is recommended to previously enter several standard reports into the system, in accordance
with the demands of the users and they should also predict daily reporting requests.

Reporting system should allow for more flexible reporting through the export system. As a
minimum requirement, export system should allow exporting of data from the database, including the
non-published meta-data that does not have to be presented to the end users. Export option allows
for offline reporting that needs to be undertaken and for connection between this data and other
sources of data, e.g. Excel, Business Objects, Crystal Reports etc.

Reporting system should also allow for writing template reports through the web interface. This
involves advanced search with logical comparison between and within fields, in order to, primarily,
limit the set of data. Search possibilities should allow the report creator to filter all the entered data.
The next step in template reporting should be online formatting tool, or at least, to enable full data
export in the defined format (e.g. TST, CSV) in order to enable for formatting of reports in the offline
package, e.g. Excel, Business Objects, Crystal Reports etc.

X PROTECTION OF RIGHTS IN THE PUBLIC PROCUREMENT
PROCEDURES

1. Protection of rights in the public procurement procedure

Protection of rights grants legal safety to all the participants in the public procurement procedures
and all persons that have legal interest in having access to efficient and fast legal protection.

The system of legal protection is fast and predictable, and accessible in all stages of the public
procurement procedure, from the moment when decision is made to initiate the public procurement
procedure to the conclusion of the contract. Through the creation of prerequisites for non-
discriminatory, competitive fight between the bidders, ensured in this way, the state can achieve the
most favorable procurement, meaning, that the best value for money is obtained.

2. Improvements in monitoring and control
Improvement of the system of internal audit in public procurement
Internal audit is undertaken by the Department for internal audit within the Ministry of Finance, in

accordance with the Budget Law. According to the Law, the Ministry of Finance audits accounting
documentation, proceeds, contracted liabilities and expenditures of the spending units and
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municipalities. The Ministry of Finance may audit whether legal entities use the earmarked funds
obtained from the state budget as planned. Internal audit is implemented by the internal auditors.

In order to improve the system of internal audit in public procurement, in the upcoming period it is

necessary to implement the following measures:

- Raise the awareness of the managers about their role and managerial responsibility, as well as
the importance and usefulness of internal audit and the necessity to act in accordance with
the recommendations given by the auditor;

- Capacity building of the contracting authorities in order to establish effective internal audit;

- Establishment of internal audit units in the contracting authorities;

- Ensure independence in the work of auditors;

- Ensure implementation of recommendations of the auditor.

Improving the system of external audit in public procurement

External audit is undertaken by the State Audit Institution, in accordance with the Law on State
Audit Institution. In accordance with the Law, audit is undertaken in order to obtain important
information about management of the budget, property and economic affairs, legality of action by the
audited entity, improvement of the capacity of the entity to successfully implement its tasks and to
prevent mistakes.

In order to improve the public procurement system in the area of audit and control of public
procurement procedures, a strong anti-corruption front has been established, based on the signing of
the Cooperation Agreement with the State Audit Institution. Namely, external audit undertaken by the
State Audit Institution contributes to greater efficiency, transparency of action and control of public
procurement system, thus implementing anti-corruption activities and strengthening the overall public
procurement system.

This resulted in a strong connection between external audit and control undertaken by the
Commission, thus ensuring protection of the public interest, through transparency, correct
implementation of the Law and use of the relevant legal remedy in public procurement procedures,
improvement and development of inter-institutional cooperation and activities to prevent corruption
and other forms of illegal actions; achieving high degree of information for the purpose of prevention
and timely detection of possible cases of abuse through incorrect or incomplete implementation of the
Law; organization of advisory meetings and seminars for civil servants and state employees and
development of professional publications; capacity building of PPA and the Commission, and
stronger support to the implementation of the Law, for the purpose of achieving good results in the
area of control and audit of public procurement, and timely mutual information about finalized audits
among audited entities, regarding public procurement and decisions made based on appeals in the
public procurement procedures.

3. Control mechanism through the Commission

The Law prescribes control of the public procurement procedures by the Commission as the
way to control legality of action in public procurement. The Law stipulates that if the value of
procurement exceeds EUR 500,000, the contracting authority is obliged to submit to the Commission
complete documentation about the public procurement procedure within 5 days from the date of
publishing of the decision on selection of the best bid, in order to control public procurement
procedure. The control is undertaken by the Commission within 30 days from the date of receipt of
the documentation about public procurement procedure. If an appeal has been lodged against the
decision on the selection of the most favorable bid, the Commission decides on the control and the
appeal in one and the same decision.

More efficient control of enforcement of decisions of the Commission

More efficient control of enforcement of decisions of the Commission would contribute to
reduced irregularities in the public procurement procedures, but also to the increase in efficiency in
the implementation of those procedures. Strengthening the mechanisms that ensure binding
character of the decisions made in the procedure for rights protection surely encourages the persons
implementing public procurement procedures to act with due attention and in a conscientious
manner, observing all the prescribed principles.

In order to provide for legal safety in the public procurement procedures and effective procedure
for the protection of rights, the Law defines the following:
- Obligation of the Commission to monitor enforcement of its decisions and, when necessary,
to inform the responsible state authorities about the results of this monitoring;
- If the contracting authority fails to enforce the decision within the prescribed deadline, the
Commission informs the government, that is, the responsible local self-government authority,
about that fact and proposes to initiate the procedure to establish responsibility.
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This solution enables the Government and the responsible local self-government authority to
take measures against the contracting parties acting contrary to the law. In any case, the contract
signed contrary to the decision of the Commission is null and void.

In this respect it is necessary to do the following:

- Raise the awareness of the contracting parties about the obligation to enforce the
decisions and their responsibility if they fail to enforce the decisions of the Commission.

- Establishment of a file in the Commission, containing reports on the measures and actions
that were undertaken,

- Warning to the contracting authorities to enforce the instruction of the Commission
contained in those decisions, and if they fail to do S0 even after the warning was issued,
the Commission informs the government, that is, the responsible local self-government
authority, about that fact and proposes to initiate the procedure to establish responsibility.

Protection of competition in the field of public procurement

One of the strategic goals that the state should achieve is to create the conditions that will lead to
free competition in the field of public procurement. If the conditions have not been created for a
strong competition among bidders, there is high risk of agreements being made among them,
resulting in the following possible situations:

- Mutual coordination in the preparation of bids;

Fixing of prices;

Mutual rotation;

Division of the market;

Speculative limitations of the bid, etc.

Effects of limited competition involve less favorable conditions of procurement for the state,
consisting in higher prices, weaker characteristics, lower quality, etc. At the same time, credibility of
the public procurement procedures is undermined among bidders, so that in the future period some of
them decide not to participate in the tender, considering that it is agreed in advance who will get the
job. In this way, limiting competition becomes stronger over time and makes it much easier for the
remaining, declining number of bidders who participate in the public procurement procedure to agree
what to do. That is why it is important to pay special attention in the upcoming period to detection and
suppression of agreements between bidders.

Strategic goal is to create prerequisites for free competition in the public procurement market,
which can be achieved through two sets of measures.

The first group of activities focuses on contracting authorities who are trying to limit competition in
order to conclude the contract with the pre-selected (preferred) bidder.

The most common modalities for "setting up” tenders by the contracting authorities involve "mere
copying” of the technical specifications provided by the preferred bidder into the tender
documentation; then, through references that are not logically connected to the subject matter of the
public procurement; through the quality criteria that are evaluated in a subjective way by the
members of the Commission for opening and evaluation of bids, without a clear methodology for
evaluation, etc. Usually, the other bidders participating in the public procurement procedure can
easily notice these forms of discrimination, having in mind that they know well the specific
circumstances in the sector they operate in, thus, by lodging an appeal they can prevent these
situations.

Namely, abuse of authority, that is, setting up of tenders is a phenomenon that is very common in
the transition countries. Observance of the law, control and audit of the public procurement
procedures, as well as observance and enforcement of decisions made by the
Commission reduce the possibility for irregularities in public procurement. The Commission
represents an independent and autonomous body, whose task is to ensure legal protection to the
bidders and protection of the public interest in all stages of the public procurement procedure.

The second set of measures that ensure free competition focuses on bidders, who replace mutual
competitive fight in certain situations with secret agreements through which they protect their
interests, which is reflected in higher prices, limited and controlled offer that results in less favorable
procurement conditions for the buyer and in discouraging other bidders from participation in public
procurement procedures.

In order to prevent the bidders from reaching these agreements, it is necessary to take measures
that will enable contracting authorities and regulatory bodies to detect these agreements, to regulate
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actions to be taken by the contracting authority when agreements between bidders have been
detected, to improve the capacities of the contracting authorities to detect and react efficiently to
these agreements and to use the instruments that will ensure free competition.

The Law allows for better control of the bidders through the following:

- fees paid for lodging the appeals (we will no longer have “professional” appellants who lodge
appeals in all public procurement procedures that they participate in). The fee is paid by the
appellant, and it amounts to 1% of estimated value of public procurement, whereas the fee
cannot exceed EUR 8,000.

- not every appeal will result in suspension of the procedure; it will be the responsibility of the
Commission to decide whether to suspend the public procurement procedure or to continue
with it, and this solution is in accordance with the EU requirements.

Guidelines for future development:
1. Strengthening of administrative capacities

As the Commission will have new authority and responsibilities, thus, increased obligations, it is
necessary to strengthen further its administrative capacities, so that it is fully prepared for the
fulfillment of tasks and supervision over efficient use of public resources and increased transparency
and competitiveness of the bidders.

Currently, there are 8 civil servants and state employees in the Commission, including the
secretary. Thus, as the Commission will definitely have a wider scope of responsibilities in the future,
in order to efficiently meet its duties, it is necessary to adopt the new act on internal organization and
systematization of the Commission’s Secretariat and the new Rules of Procedure.

2. Development of the electronic system, through the development of software and portal of the
Commission, where it would be possible to file all appeals, all decisions of the Commission,
all the initiated administrative disputes and rulings of the Administrative Court, as well as to
find the template for appeals

In the upcoming period, it is planned to introduce new software, as a basis for introduction of the
electronic public procurement system, which should enable for networking with the Administration. It
is also planned to introduce a new electronic filing system and a web site that will contribute to the
increase in transparency of work of the Commission and monitoring of the system of protection of
rights of the bidders and protection of the public interest.

3. Awareness raising about the importance of protection of rights and ways in which this
protection is ensured

With the coming into effect of the Law, the Commission will have greater authority and
responsibilities; it will have to engage in a more active regional and international cooperation and to
organize many conferences, in order to inform the public (bidders and contracting authorities) about
the novelties in the Law, which will involve several activities:

- Intensifying regional and international cooperation in order to participate in international
meetings, conferences, round tables and in order to strengthen the bilateral cooperation with
the countries in the region and the EU member states.

- Working visits to the relevant bodies involved in public procurement in the region, which will
contribute to the exchange of experiences and knowledge, for the purpose of higher quality
and overall improvements in the public procurement system.

- Organization of numerous round tables, seminars, conferences and other events, in order to
present the new text of the Law, level of its harmonization with the European legislation,
novelties and improvements, as well as specific provisions, all with the aim to engage in a
constructive dialogue, direct exchange of experiences and views among the representatives
of the contracting authorities in the public procurement procedures, the media, NGOs, etc.

4. Ensuring enforcement of decisions of the Commission

Contracting authority is obliged to enforce the decision and inform the Commission about
actions taken within the specified deadline. Only through the enforcement of decisions of the
Commission it is possible to truly implement the Law, which says that these decisions are binding for
all participants in the public procurement procedure. If the contracting authority fails to enforce the
decision within the prescribed deadline, the Commission informs the government, that is, the
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responsible local self-government authority, about that fact and proposes to initiate the procedure to
establish responsibility.

5. Achieving judicial protection and its further strengthening

The issue of judicial protection in the field of protection of rights is currently debated in the EU.
Directive 2007/66/EC stipulates that there must be court protection granted, so the Law stipulates
that it is possible to initiate administrative dispute against the decision of the Commission.

Having in mind that public procurement is a multi-disciplinary field, it is necessary to look into the
possibilities for further improvement of legal protection through the court proceedings that would
cover all aspects of public procurement, and not only the legality of the final administrative act.

6. Prohibition of attempts to affect the independent and autonomous work of the Commission,

through pressure exerted by the media

The Commission is an independent and autonomous legal entity. The Law stipulates that it is
prohibited to affect in any way the work of the Commission, and that any use of public authority, the
media or public presentation for the purpose of affecting the course and outcome of procedure before
the Commission is also prohibited.

Acting in a pro-active manner, with the aim to improve the system of legal protection, the
following is planned:

- A series of seminars covering the topic "Legal protection in the public procurement system”,
which will be held in numerous towns, and participation will be offered on equal footing to the
representatives of the entities obliged to implement the Law and the representatives of the
private sector;

- Manual about legal protection for bidders and contracting authorities,

- Organization of workshops to discuss specific issues in this field.

XI MISSIONS AND VISIONS OF DEVELOPMENT OF THE
PUBLIC PROCUREMENT SYSTEM

I. To ensure higher degree of professionalism among public procurement officers, which will
enable them to give adequate guidelines and advice to the contracting authorities looking for the best
value for money.

Il. To ensure that the budget of the Administration is financed in the manner that will ensure
commitment of the employees to the implementation of the Law, its amendments, if and when
necessary.

lll. To create prerequisites for centralized procurement, in order to concentrate sources of
procurement in one or several contracting authorities within the state and local centers, thus
cancelling the need for individual procurement.

IV. To create prerequisites for the Commission to classify appeals and formally inform the
Administration about the appeals that are considered grounded, based on the frequency of
appearance of specific categories of appeals. This will be a precious tool for the Administration to
identify the most common mistakes in the tender process, in order to organize additional training for
the contracting authorities that have acted in an irregular manner.

V. To establish a separate Department in the Administration for professional training, education
and international cooperation.

VI. To enable the Administration to adopt and harmonize a set of control mechanisms, so that all
the necessary management duties can be exercised (having in mind that there are 1,000 contracting
authorities right now).

VII. Design a training program to maintain continuous professional development.

VIII.Put emphasis on training of staff to prepare specifications, the manner in which evaluation
criteria are used and negotiation techniques, with special emphasis on details in defining those parts
of the law that are related to this issue.

IX. To ensure sustainability of professional development of staff, through the previously
defined and structured program of professional training and education.

X. To undertake further harmonization of the public procurement system, in the sense of
further harmonization with the EC Directives 17 and 18, as well as the new EU Directives, primarily
the ones in the field of defense, the ones that put emphasis on green public
procurement, and directives regarding protection of rights.

26



XI. To continuously work on strengthening the institute of electronic public procurement.

XIl. To additionally emphasize and strengthen inter-institutional and international cooperation.

XIll. To strengthen control mechanisms through increased preventive and inspection work of the
Administration.

XIV. To raise the awareness regarding environmental and social aspects of public procurement.

XV. To dedicate special attention to anti-corruption policy and policy to prevent conflict of interest.
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Government of Montenegro

ACTION PLAN FOR IMPLEMENTATION
OF STRATEGY FOR DEVELOPMENT OF PUBLIC PROCUREMENT SYSTEM
FOR THE PERIOD 2011 - 2015

Podgorica, 2011




PURPOSE S.N. MEASURE AUTHORITY TERM SLElCiEss SOLRSIE Ol RONIBINIE
INDICATORS BUDGET | EXTERNAL
ACTION PLAN DEVELOPMENT STRATEGY OF PUBLIC PROCUREMENT IN MONTENEGRO
DEVELOPMENT OF LEGISLATION AND OPERATIONAL MEASURES FOR ITS IMPLEMENTATION
Improve the Coordination body for GM Fourth quarter Budget
regulatory monitoring the of 2011/12. year The decision was
framework in order implementation of which made on the
to fully comply with will consist of establishment of CB
European 1 representatives of the MF,
standards in this and PPA, SC, and other
area ii full relevant governmental
efficiency, bodies involved in its
competitiveness implementation
Procedure for
procurement
Third quarter of | The law was adopted Budget IPA 2007
MF, PPA,SC 2011.year and published in the
2 The new Law on Public Official Gazette of
Procurement Montenegro br.42/11
Development and MF, PPA IV quarter IPA 2007
adoption of regulations, 2011.year Adopted by-laws,
forms and standard forms and standard
3 formulas forms
[I. OF INSTITUTIONAL FRAMEWORK AND ADMINISTRATIVE CAPACITY
Further
strengthening of Budget

existing institutions
responsible for the
development and
control of public
procurement, e-
procurement
system support,

Recruitment of 3 new staff
in the Public Procurement

GM, MF i AHR

Filled official
positions adopted in
accordance with the
new act on internal
organization and
systematization of the
Public Procurement
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training and

strengthening of 2012/13 year
the public
procurement
Selection and appointment
of the new Commission for
Supervision of Public IV quarter The Commission Budget
5 Procurement GM, MF 2011/12 year appointed
Recruitment of additional Filled official
staff in the Commission for positions
the Supervision of Public List published on the | Budget
6 Procurement GM, MF 2012/13 year website DZRMSP
IV quarter
List of public procurement 2011/15 years- Published a list on the | Budget
7 and contracting authorities | PPA continuous website
The establishment and
launch of the Help Desk for
advice and consultancy 2011/12 years- Established the Help Budget
8 services PPA continuous Desk
Establishing a specific
group or for reporting Established a special | Budget
9 irregularities PPA 2011/12 year group
Adopt regulations,
certain applications Budget
Adopt by-Laws start, improved
regulations to establish an software solution for
electronic system for 2012/13 the system of public
10 public procurement MF, PPA,MIS year announcements
Adopt a Regulation on
electronic public Fourth quarter Budget
11 procurement MIS ,PPA of 2011/12. year | Adopted Regulation




Legislation adopted,
modules, provided
training in accordance

Adopt regulations and with the rules and Budget
12 define the training modules | MF ,PPA 2011/12 year modules
Enact-provided
conditions
Issue regulations on the professional
program and taking exams examination in public Budget
13 for public procurement MF ,PPA 2011/12 year procurement
-Commission
established
taking
- The number of
candidates who have
Since the passed the expert
second half of exam
Education Commission of the 2011/12 year | - Keeping records of
14 the examination MF ,PPA continuous exams passed Budget
The establishment of the
central body for public
procurement (procurement
for the needs of public
administration and public
services can be unleashed
by customer regulation of
the Government, and for
the needs of local Budget
government contracting
regulations determined by
the competent local
15 authorities GM, PM 2012/13 year The main central body
Keeping a website public
16 procurement (public 2011/15 —year Created public Budget
procurement portal PPA continuous procurement portal
17
Forum on Public 2011/15 year Forum on Public Budget
Procurement System PPA continuous Procurement System Donors




18

Development of manual

PPA

2011/12 year
continuous

Made manuals

Budget

19

Specialized workshops for
staff training for PPA,SC

PPA, SC

2011- year
continuous

Organized
specialized training
workshops

Budget

Donors

20

Connecting PPA with
NGOs in the form of co-
operation agreements

PPA

2012/13 year

Signed agreements

Budget

PREVENTION OF CORUPTION IN THE PUBLIC PROCUREMENT

Prevention of
corruption

21

The signing of cooperation
agreements with other
state institutions ,ACI
CPCI, SRA ..

PPA

2011/12 year

Signed agreements

Budget

22

Development of manuals,
flyers, newsletters, the
strengthening of the world
in the field of "how
corruption harms the
process of public
procurement" and the
development of guidelines
on how login irregularities
in public procurement

PPA

2011/15 year

Issue the manuals
and flyers

Budget

23

Development of a manual
on procedures for making
complaints

SC

2011/15 year

Issue a Manual

Budget

24

Conducting campaigns on
the strengthening of world-
transparency in public
procurement

PPA

2011/15 year

Conducted
campaings

Budget

25

Selection of Agency for
Public Relations
(designing the campaign,
the campaign of ...)

PPA

2011/15 year

Selected agency

Budget
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Pursuant to Article 12 paragraphs 2 and 3 of the Decree on the Government of
Montenegro (Official Gazette of Montenegro 80/08), at its session held on 2011 the
Government of Montenegro adopted the following

DECISION

Establishing the Coordinating Body for Monitoring and Implementation of the
Strategy for Public Procurement

Article 1

Coordinating Body for Monitoring and Implementation of the Strategy for Public
Procurement (hereinafter: Coordinating Body) shall be hereby established.

Avrticle 2

Coordinating Body shall consist of a chairman, deputy chairman and 10 members.
Chairman of the Coordinating Body shall be Minister of Finance.
Deputy Chairman of the Coordinating Body shall be Director of the Public
Procurement Directorate. Members of the Coordinating Body shall be
representatives of the following institutions:

- Ministry of Finance,

- Ministry of Justice,

- Ministry of Sustainable Development and Tourism,

- Ministry of Transpot and Maritime Affairs,

- Ministry for Information Society and Telecommunications,

- Supreme Public Prosecutor,

- Public Procurement Directorate,

- Commission for Control of Public Procurement Procedures,

- Parliament of Montenegro,

- Chamber of Economy of Montenegro.

Coordinating Body may, if necessary, engage also representatives of other state
administrative bodies, institutions, organizations or professionals, without voting
rights.

Article 3

The Coordinating Body shall perform the following tasks:

- Collection, monitoring and analysis of data on the measures taken in the
public procurement field,

- Enhancement of education programs and proposing new educational
measures, in accordance with the needs of participants in the public
procurement field,

- Monitoring implementation of the Strategy for development of the public
procurement system and Action Plan,

- Improvement of efficiency of realization of measures contained in the Action

Plan,
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- Strengthening of international cooperation in realization of measures
contained in the Action Plan.

Article 4

Coordinating Body shall convene if necessary, at least once a month.

Coordinating Body shall adopt its decisions at its meetings.

Meetings of the Coordinating Body shall be convened and presided by the Chairman
of the Coordinating Body, and in the case of his absence the Deputy Chairman shall
preside the meetings.

Article 5
Coordinating Body shall adopt the Rules of Procedure.
Article 6

Coordinating Body shall report to the Government of Montenegro on its operations,
quarterly.

Article 7

Technical and administrative tasks for the needs of the Coordinating Body shall be
performed by the Public Procurement Directorate.

Article 8

Bodies and organizations referred to in Articles 3 and 4 hereof shall propose their
representatives in the Coordinating Body, within 10 days as of the day this Decision
enters into force.

Government of Montenegro shall appoint members of Coordinating Body within 15
days as of the day this Decision enters into force.

Article 9
Members of the Coordinating Body shall be entitled to compensation for their work,
and it shall be provided by the bodies and organizations whose representatives are
part of the Coordinating Body.

Article 10

This Decision shall enter into force on the eighth day folowing that of its publication in
the Official Gazette of Montenegro.

No 03-12509/3
Podgorica, 29.12.2011

Government of Montenegro
Prime Minister, Igor Luksic
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