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LIST OF ACRONYMS

AKR
CPACPA
KDI
PPRC
LDK
LPP
LVV
MLSW
PRB
PDK
PIP
MFMC
OAG
ZIV

New Alliance of Kosovo

Central Procurement Agency

Kosova Democratic Institute

Public Procurement Regulatory Commission
Democratic League of Kosovo

Law on Public Procurement
Self-Determination Movement
Ministry of Labour and Social Welfare
Public Procurement Review Body
Democratic Party of Kosovo

Public Investment Programme

Main Family Medicine Centre

Office of the Auditor General

Zusiatzliche Technische Vorschriften (A German regulation
technical Standards)

on

additional
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Term

Definition

Example

Items of joint
use

Production or service demanded by one or
more contracting authorities, for which
more efficient use may be achieved, as well
as more cost-efficient use of public funds,
through the development of a central, joint
or consolidated procurement.

Fuels, paper, foods, vehicle
maintenance.

Abnormally
low price

The Tender price where the economic cost
of production process and services offered
is higher than the prices offered, and which
risks to remain un-implemented

When the item price
offered is lower than the
production cost. For
example, a framed window
for five Euros

Tender Dossier

A document that describes terms and

requirements for awarding a contract

Price quotation

A tender in the amount of less than 10 000
Euros and more than a 1000 Euros.

In this type of procedure,
officials do not publish an
announcement for
contract, but they only
collect three offers from
business operators and
award the contract to the
lowest offer

Lot A tender divided into parts Tendering of 30 types of
essential medicaments, in a
single tendering procedure

Tank An equipment for fuel transportation

An announcement through which the

Contract . ‘ deri J )

. winner of a tenderin rocedure s
Award Notice & P

announced, and includes the price and
contact information pertaining the awarded
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company
Contract An announcement for the tender on the
Announcement | PPRC webpage

Economic A Supplier, service provider, or contractor
operator of works

Pre-assessment

Estimates fotr certain items or works, in
tenders with prices per unit

Cleaning streets from the
snow, salt disposal,
cleaning of sidewalks for
10 KM

PLATTS Consulting company for the price of fuels | Monthly average fuel price
and energy
Premium Company profit in fuel contracts 0.0001 Euro for every litre
of fuel that is sold to the
institution
Evaluation A report prepared by the Commission for
report evaluation of Offers, which is submitted to
the main Procurement Officer, in the
format of a recommendation
Performance Documents in  which the company | Banking  deposits, or
Security guarantees successful completion of the | insurance of the tender
contract through insurance
companies
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INTRODUCTION

As a part of public procurement monitoring for four years at the central level of governance in
Kosovo, the Kosova Democratic Institute (KDI) has published a large number of reports and
tindings in the field of public procurement in Kosovo. Many of those cases involved elements
of criminal acts related to corruption and abuse of public money. In order to increase
transparency and accountability in the sector, KDI continued to expand the number of

institutions which it monitored with regard to their public procurement procedures.

In 2014 KDI started the monitoring initiative in five municipalities in Kosovo, institutions
which reflect diverse political affiliations. In each of them, three specific tenders were selected
and monitored, and they constitute the basis for this comparative study. This was done in
order that the data for the tenders of the same type may be compared with one another, with
regard to efficiency that municipalities exercised in budget spending under their management.
The three tenders that were analysed in each of the five municipalities include the following:

tenders for fuel supply, winter road maintenance, and paving the roads with concrete paving
blocks.

Public procurement in Kosovo is characterised with a large number of problems which are
mainly related to favouring businesses in the awarding of contracts, abnormally low prices
which do not correspond to the value of the same items in the market, and poor oversight of
contracts that results in poor quality of services and supplies for the institutions. Procurement
is also very often spoken as a corrupted sector, to which prosecuting institutions do not pay
any special attention, mainly on the justification that public officials are not familiar with the

law and that the Prosecution is not able to investigate corruption in the sector.

This report also pays attention to the findings of monitoring institutions for these budgetary
organizations. A large number of institutions have supervisory role in public procurement,
therefore it was of great interest to see the results of these institutions from their supervision of
public procurement and prevention of spending that violates the Law on Public Procurement.
Public Procurement Regulatory Commission is the main monitoring body of procurement
procedures, as well as implementation of contracts by contracting authorities. The Office of
Auditor General (OAG) also audits all contracting authorities and in this report special
attention is paid to OAG findings in the field of public procurement for all monitored
municipalities.

HKDEDHDHDHD DD DO DO O OO DO IO OO DO O IO IO IO I (D
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EXECUTIVE SUMMARY

Public procurement in Kosovo is a dynamic sector, where laws and regulations change
consistently. Since the constitution of the Assembly of Kosovo, the Law on Public Procurement
has been amended and supplemented six times. These changes occurred as a result of issues
that institutions encountered in implementation of procurement procedures, high level of

corruption in the sector and changes in European directives.

Due to frequent changes in the Law on Public Procurement in Kosovo and lack of adequate
trainings for procurement officials in Kosovo, many budgetary organizations do not have
qualified officers to run procurement procedures that would assist the institution to meet its
objectives. Many institutions failed to procure services and supplies at market price and value
for the money, which is one of the core public procurement principles. Municipalities, for
some items, paid supplies at a higher price compared to the price of the same items in retail
market. Usually, these issues emerged as a result of high requirements in the tender dossier,
which reduced the competition of business operators. For tenders with small quantities and
relatively simple requirements, in some cases municipalities submitted many professional and

technical requirements that disabled some businesses to make offers.

Fuel was one of the items which municipalities most often failed to obtain a fair and
reasonable price for. Three out of five monitored municipalities have awarded contracts at
higher prices than the fuel price in the retail market. . This has been the most sensitive point in
the procurement of these municipalities, since the format the officials used to tender the fuels,

prevented them from getting the best price. .

In all monitored municipalities, a particularly major problem was the supervision of contract
implementation and monitoring the quality of delivered services and supplies. Contract
implementation oversight was done by municipal officials, who were not compensated for the
work they did and they did not have adequate qualifications and necessary tools to oversee the
implementation of contracts. Due to the lack of effective supervision, payments were made to
companies for services or supplies they did not deliver. Abnormally low prices are another
problem in public procurement in Kosovo. Contrary to high prices in relation to the value of
services or supplies on the market, when contracts are entered with abnormal low prices, the
harm is twofold. First, the quality of the services delivered was very poor and consequently the
projects have much shorter life expectancy. On the other hand, business operators who
submitted serious offers were also harmed because they were not taken into consideration due
to such offers.

During this monitoring of the municipalities, are observedissues that may be connected to

HKDEDHDHDHD DD DO DO O OO DO IO OO DO O IO IO IO I (D
10



CHAOTIC TENDERS OF MUNICIPALITIES
KDKDHDKDEDIOD DD HDEOD DO DD IO DO O DO D o i<

corruption offenses in favouring business operators, fixing tenders, or price gouging by private
companies, in order to benefit.. All these reports were submitted to the State Prosecutor’s
Office for possible investigation by prosecution institutions.
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RECOMMENDATIONS

RECOMMENDATIONS FOR REGULATORY INSTITUTIONS:

Public Procurement Regulatory Commission (PPRC) shall issue guidelines and
regulations for the tendering of services and supplies that do not have fixed prices in
the market;

PPRC shall issue guidelines on the tendering of services and supplies that show
persistent problems; PPRC shall monitor procurement procedures in municipalities,
giving priority to high value contracts;

PPRC shall define rules for determining abnormally low prices, to enable
municipalities fairer evaluation of tenders and prevent issues and complaints in
PRB/PRB;

Central Procurement Agency (CPA), to procure common items for municipalities;
PPRC, CPA and Customs should give access to municipalities to fuel prices in the

wholesale market.

RECOMMENDATIONS FOR MONITORED MUNICIPALITIES:

Municipalities to enter into contracts by taking into consideration market prices in
order to avoid abnormally low prices or prices too high;

Oversight of the contract implementation should be done by professional companies,
or the municipalities should establish special units for monitoring of contracts;
Municipalities should ensure that tenders with a diversity of supplies have specified
approximate needed quantities in order to avoid frauds through prices per unit;

Avoid discriminatory criteria, especially for small and medium enterprises in all tenders
of municipalities;

Increase the transparency of municipalities in earlier publication of documents that are

related to public procurement in order to enable businesses sufficient advance time to

prepare for bidding in the tender.
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WHY IT IS IMPORTANT TO MONITOR PROCUREMENT?

Every year institutions spend more than half of the state budget in capital investments and
services. From the constructions of roads and schools, to supply with medicaments for health
institutions, these contracts are entered through procurement procedures. The values of tenders
usually are high and based on the weight that the public sector has over the , often create close
relations between the businessmen and representatives of institutions. This has a direct impact

on the quality and volume of services that institutions can offer for citizens.

Monitoring of public procurement by non-governmental sector, in many cases creates the
opportunity to prevent corruption through civic response or in cases when a corruption
offense has occurred to punish it. KDI monitors specific tenders in order to identify risks, in
order to advocate about changes and structural reforms. In cases when material damanges to
the budget are identified, information from the report is passed to the state prosecutor. An
effective procurement monitoring can have many benefits for the public and for the business
sector as well, because it increases the efficiency of the institution and helps create a fair

competition in winning public contracts.
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ANALYSIS OF TENDERS

TENDER FOR DIESEL SUPPLY

All Kosovo institutions have entered contracts with business operators for fuel supply.
Although it is a necessary item requested by all institutions, the Central Public Procurement
Agency has not issed yet a centralized contract for the supply of fuels. Furthermore, all
institutions have several challenges in linking and management of these types of contracts for
fuels, since the fuel prices are constantly changing, and often on a daily basis. Fuel Supply
Contracts cannot have fixed prices 1, therefore
institutions, in this case municipalities, have found
various ways to enter these contracts. In most cases these 572 228 S fixed price for
forms of contracts have better served to businesses’ fuel, prices depend on

interests, with whom the contracts were signed, than the

international markets
and often vary on a daily
basis

needs of institutions. For more, these contracts have
guaranteed businesses that at no time they are the

damaged party. Furthermore, the fuel prices in

international markets, which serves as a basis for paying
fuel receipts, in every case it was impossible to be
verified by the institutions, since they did not have access themselves into these prices nor did
they not ask for it from PPRC, CPACPA or Kosovo Customs.

Fuel contracts, in four out of five monitored municipalities, are entered with premium prices2.
Premium is calculated based on the average monthly price of fuels and to which are added all

tax and customs duties in Kosovo, including the prices of excise and fuel transportation.

Besides the fact that premium prices are often problematic, sometimes extremely high and
sometimes abnormally low prices, contracts for fuel supply have some other problems that
make institutions to be deceived in relation to the final fuel prices. The format used to
calculate the price is not developed by institutions but by private businesses who supply fuel to
institutions.. This resulted in a variety of fuel prices from municipality to municipality.
Companies are also compensated for the fuel transportation, a cost which is not included in
the premium, but the same is calculated as an expense for the business operator. This is a lump
sumprice, regardless the distance of the delivery. The issue is that the value of this presumptive
price is not regulated by current laws, or PPRC regulations. While analysing the bills for fuels

in these institutions, it was found that the value of a truckload transportation is calculated

L value of fuels may experience frequent changes in international markets
2 Premium means the profit margin of the company for every litre of diesel
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from 500 Euros as the lowest value up to 3000 Euros as the highest value, depending on the
companies. The value of the fuel transportation itself affects the final price of this item. The
value of fuel transportation is not part of tender
evaluation, therefore during the monitoring we noticed

that this could be used by business operators to increase

In the case of municipality
of Gjilan, the municipality

the value of fuel prices, since they calculate different

values, as a result of the lack of control by contracting

authorities. has to buy 10 000 litres of
fuel so that the Company

Fuel premium price is also another issue which should to !
turns 1 Euro profit

be paid attention to, since it also varies a lot, depending

on the municipality that we have monitored. . From four
municipalities that have Premium-based contracts, we
observed that prices vary largely. In the worst case, two large municipalities of Kosovo, that are
supplied by the same business operator, Petrol Company, had very different prices. In the
municipality of Gjilan, premium price is 0.0001 Euro per litre, while in Prizren, it is 0.15 Euro
per litre. Both of these premium values are unacceptable since they make the fuel price very
low in the first instance and in the second instance the price exceeds the fuel price in retail
market. In Gijilan’s case, the municipality has to buy 10,000 litres of fuel for the company to
turn 1 Buro profit. In this case, the municipality should be careful about a series of issues that
may derive from the contract, such as the fraud with the initial monthly average price, fuel
quality, quantity, etc. This is so because no company would deliver 10,000 litres of fuel to make

one BEuro profit.

On the other hand, Prizren pays premium price of 0.15 Euros per litre of fuel to the same
business company. This price is many times higher than the average of premium in Kosovo
and it results with a higher price of fuel than the price of the item in retail market. Dilemmas
remain as to why it came to this high price in a large municipality that spends more quantities
of fuel than all other municipalities with exception of Prishtina. Another dilemma is that how
is it possible that the same municipality is not able to receive a better offer than other
municipalities, and for worse it pays a higher price compared to almost all municipalities of
Kosovo, who have published their premium price. Only Podujeva pays a higher premium price

than Prizren at 0.60 Euros, which case shouldbest be addressed by the prosecutor.
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No. Institution Premium amount in Profit in 10,000 litres
Euros (illustration)
1 Prizren 0.15 1,500.00
2 Giilan 0.0001 1.00
3 Gjakové 0.04 400.00
4 Mamushé 0.10 1,000.00

Table 1 — Comparison of Premium Price paid by four Municipalities that were monitored

The worst practice of calculating fuel price was in the municipality of Gjakova. Even though
the premium price is considered to be reasonable, the format applied to calculate the price was
wrong and it leaves wide room for fraud. The municipality allowed for the winning company
to bring the bill of the wholesale price and based on it the price was calculated and a profit of
0.04 Euros was added to it. This business operator was supplied through another Kosovar
company with a higher price that the average price in
international market. With this contract, the municipality
of Gjakova could be charged with any price that the
company is supplied with, be it even double the value of The worst practice in
the monthly average price, since there was no way to verify calculating fuel price
the fuel price in international markets. Even though the was encountered in
municipality of Gjakova had a lower premium price than Gjakova

Prizten and Mamusha, it paid about the same price per

litre of fuel and thus it joined the municipalities that pay a

higher price for fuel than its actual price in retail market.

Tenders for diesel supply have another deficiency, since it is included in the same tender
dossier with other items such as gas, motor oil, anti-freezing water, and windshield water. .
While diesel is an item that is used a lot, both for vehicles and heating purposes, the other
items are used far less. In some municipalities, there is no estimation of approximate quantity
that shall be needed. Due to the lack of this pre-calculation, companies applied minimum
prices for other items, such as anti-freezing water, windshield water or motor oil, in order that
they profit the most from the premium on diesel. Even though in calculation of prices this
might result with the cheapest offer, the company that applied a higher premium for diesel, be

it even 1 Euro cent, might turn out at the end as much more expensive contract. Other items
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are less needed. In addition to non-definition of estimated quantities that are needed, the items

are also not divided into lots so that

the municipalities would get a more favourable price for diesel. Such municipalities that have

not defined the quantity include Prizren, Gjakova and Mamusha.

PPRC is considered to be the institution that has the main responsibility for the existing chaos
in the field of diesel procurement. Primarily, the role of the institution is in adopting
regulations and guidelines to respond to challenges in the procurement process as well as to
save public mony and fair competition among business operators. This institution has not
adopted any regulation in this respect, despite its well awareness of the problem, and for more,
some procurement officers as well as representatives of private companies have been charged
with indictments by the prosecution for the damage they caused to budget.’ PPRC should
intervene in this type of tenders, by defining the format of tendering, drafting of framework
contracts, price calculation, and monitoring
institutions in the field of tenders, since diesel is

Regulatory institutions do not one of the most consumed supplies in public

. S . procurement.
provide municipalities with
access to fuel prices. PPRC could regulate the tendering process by
Municipalities only rely on setting a standard that would be applicable at all

institutions, including the CPA, which has
published tenders on behalf of 37 public
institutions, applying the premium approach. By

documents submitted by
private companies

selecting the best practice for tendering fuels, and
especially diesel, it would avoid defective and
harmful practices of not defining quantities, mixing up items, etc. Also, the institution should
ensure that the municipalities have access to the diesel price in international markets. This may
be done by increasing cooperation with PPRC, Customs or CPA which currently has access to
diesel price internationally. PPRC, in its requirements for institutions to interpret the Law on
Procurement about issues of abnormally low prices and other issues related to diesel, has
avoided the legal responsibility it currently holds and it served negatively with regard to
protection of the public money and competition in the procurement sector. PPRC should
provide three responses with regard to this issue: first, what is the format in which diesel
should be tendered; second, what is the abnormally low price, i.e. the threshold under which
bids will not be considered; and third, how should diesel transportation be paid in order to

avoid issues with inflating the transportation price.

% The case of Kosovo Police tender, for the diesel supply tender in 2011. http://gazetajnk.com/?cid=1,1018,411
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WINTER ROAD AND PAVEMENT MAINTENANCE

Out of three tenders analysed in this report, the one on winter road and pavement
maintenance shows the most non-standard way of tendering procedures, where the differences

in prices and tender dossier in municipalities were very striking.

Road maintenance tender was monitored in four municipalities, including: Prishtina, Gjakova,
Prizren and Gjilani. The Municipality of Mamusha did not have a contract for road
maintenance at the time of monitoring. The most frequent issues in these tenders have to do
with the method the tender dossiers are developed and prices set initially, as well as evaluation,

award and management of contracts.

In the municipality of Gjakova, the road maintenance contract was entered with the principle
of length in kilometres (KM'), while other municipalities such as Prizren and Gijilan have
forecastforecasted road maintenance with the principle of squared metres (M?). The
municipality of Prishtina, on the other hand, applied another alternative relying on lump sum

payments for road maintenance divided into four lots.

In the municipality of Prizren, three operators that have applied for the tender, in three lots
applied with same prices and thus they shared the tender
among themselves. Even though the municipality was
Tendering process for road aware of this issue, the municipality did not take any
maintenance in measure to stop this violation of law and “tender set-up”.
municipalities is non- These facts prove that the municipality may have
standardized and with initiated sharing the tender in such a form or may have

striking differences in approved it.
prices In the municipality of Gjilan, we observed changes in

pre-measureswhile the tender was open and business

operator bids were expected. This resulted in extension
of the tendering deadlines and submission of complaints by operators. Detailed pre-measures
in specified quantities in the tender dossier were changed to take out all quantities from the
tender dossier. Due to complaints of the company and cancellation of tender by PRB, which
found it as a faulty practice, Gjilan remained without road maintenance during the most part
of the winter. As a result, a retrospective change in tender dossier cost the municipality and
citizens to spend most of the winter without road maintenance. Furthermore, found in this

situation, when there were heavy snow falls, the municipality had to grant tenders based on
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price quotes4 thus violating the Law on Public Procurement.

The municipality of Gjakova has signed contracts with two business operators for road
maintenance. Tender dossier, which did not define the minimum technical and professional
requirements, left too much room for irresponsible operators to apply and potentially win the
contract. Minimum technical and professional requirements were not defined in the tender
dossier. A business operator could have been able to apply and win the tender of the
municipality for road maintenance with a minimum number of equipment. The municipality
did not define what type of equipment shall a company possess or have in use so that it is
considered responsible, and furthermore, it did not specify what number of staff the company
shall have, for example to set a minimum of 15 or 20 employees. Gjakova paid the highest
price for one intervention since Cabrati Company was paid 75 Euros for one intervention in
putting salt per one KM'. Extremely high prices in Gjakova were one of the main problems in

the municipality.

The municipality of Prishtina applied a dis-favourable type of contract, since it fforecasted that
the payments are aggregated for all contracted works, by not leaving the option to pay per unit.
This made it difficult to monitor implementation of contracts and especially partial payments
to companies. In every case when the works are not completed in compliance with the contract
or in their entirety, the municipality was not apply to apply fines since the contract had

aggregated all prices.

In road maintenance, similar to tenders for fuels, PPRC did not set any standard format of
contracts, tender dossier and other issues that municipalities face as challenges. PPRC is the
institution which should define standards for this tender to facilitate municipal procurement
officers to run tender procedures. This would also benefit companies, which depending on the
institution they apply, are faced with various formats of tender dossiers and requirements.
Calculation of prices also needs to be adjusted in the format that would be considered as most
accurate and so that it would create uniformity across all municipalities. Same issues are found
in the Ministry of Infrastructure tenders, where the number of lots or parts of contracts are
often changed, different pre-measures are developed and all this because of the lack of
supervision by PPRC, which could apply order in the tender sector based on international

practices.

CONSTRUCTING ROADS AND PAVEMENTS WITH CONCRETE PAVING BLOCKS

* Price quoting is atendering procedure for contracts whose amount does not exceed 10 000 Euros. Price quoting is done by collecting three
offers from various business operators and then selecting the cheapest offer.
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Construction of roads and pavements with concrete paving blocks in the municipalities of
Kosovo is one of the tenders with the highest competition among business operators. The
competition mainly comes as a result of minimum requirements (equipment and staff) that
municipalities set in the tenders. High competition in the sector produces the constant effect
of bidding with very low prices, which later on affect the quality of road and pavement
construction. Since municipalities do not pay attention to the quality control of concrete
paving blocks and construction of roads, the majority of roads constructed in this form are of
a very poor quality. Another challenge in this type of contracts was performance security which,
in the majority of cases institutions apply, is 10% of the value of the contract, and in cases of
abnormally low prices, this performance security is not sufficient for implementation of
contracts. Gjakova was the only municipality that differed significantly with regard to the
prices of concrete paving blocks. While municipalities were faced with low prices, in Gjakova
the price was much higher, even higher than the price of concrete paving blocks in retail
market. There were cases when prices did not match
those in the market also in other items, mainly
because of how the tender dossier was drafted and The majority of roads

because pre-measures did not specify quantities of constructed in this way are
items to be used. This caused significant variation in

of a very low quality as a
result of abnormally low

In four monitored municipalities, concrete paving prices and lack of control
blocks were contracted with very low prices. When

prices of items with those in the market.

comparing the market prices for these items (10-13
Euros per m?), it was impossible to understand how companies manage to complete the
accompanying works in paving the roads with concrete paving blocks at such an abnormally
low price. Such prices did not guarantee that accompanying work in construction of roads,
such as levelling the road, constructing a stable ground, and so on, were completed in line with

the required quality in the tender dossier.

The municipality that had the lowest price in paving roads and pavements with concrete
paving blocks was Mamusha with 5.65 Euros per square metre, while for the same item,
Gjakova paid 18 Euros. This large difference in prices represents the lack of regulations and
instructions by PPRC, which would address this issue, either through referent prices or through

the development of tender dossiet.

Construction of roads or pavements with concrete paving blocks is one of the most usual
projects in the municipality and it is of great interest for local businesses. Non-regulation of
this type of tenders by PPRC affected municipalities in the sense the municipalities were not

KDEDHDKODED DO OO DO OO OO OO OO IO IO IO T I <
20



CHAOTIC TENDERS OF MUNICIPALITIES
KDKDHDKDEDIOD DD HDEOD DO DD IO DO O DO D o i<

able to implement their projects efficiently. This was because it was not possible to define
abnormally low prices, and there was no standardized form of tendering. In the worst case, in
Gjakova, a company was selected to pave all the roads with concrete paving blocks without
having any pre-measures, calculation or a plan of what areas should be paived.

CONCRETE PAVING BLOCKS' PRICE

o)
—
o o
)
I I |

PRISHTINA PRIZRENI GJILANI GJAKOVA MAMUSHA

5.6

Table 2 - Graphic Chart showing the comparison of the prices for the Concrete Paving Blocks paid by the four
Municipalities that were monitored
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MUNICIPALITY OF PRISHTINA

PRISHIINA
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CONTRACT FOR DIESEL SUPPLY

Diesel supply of the Municipality of Prishtina has encountered several problems since the new
government discontinued the contract with the HIB Petrol Company under the justification
that the company cheated with the diesel quality that was supplied for school heating. The
municipality opened the tender in 2014° to select another business operator to enter the
contract for diesel supply. Despite a tendering process with four bids, again different challenges
arose as the process evolved until signing of the contract. One of those challenges was an article
published in daily Koha Ditore®, in which the licenses of the recommended company Petrol
Company were challenged. Verification of submitted documents in bids is impossible to
complete for every company and in every case. Dubious documents are an exception, or
documents for which a business operator has submitted a claim. The municipality of Prishtina,
unlike to all other municipalities, has a different way of tendering diesel and at the same time
has two contracts for the same item. This report analyzes the main contract awarded to Petrol

Company’.

One of the requirements in the tender dossier requires the competing company to possess
diesel reserves in case of eventual crisis with supply and this is an indicator that the
municipality applied a discriminatory criterion to smaller business operators. Also the price of
motor oils is very low and the municipality risks to be supplied with non-qualitative oils,

which would later translate into additional costs to fix damages caused to official vehicles.

As it was noted above, Prishtina, compared to other municipalities has adapted another type of
tender to diesel contract. The tender for diesel has a fixed price, and companies do not share
the premium price, only the total supply price. The purpose of this is to accurately know the
diesel price per litre. On the other hand, to balance changes to diesel price in international
markets, the municipality applied the mini-competition rule, where all responsible operators in
this tender are required to bid each time there is a +2% or -2% change in the price. In all these
cases, three responsible companies submit their bids, and this is done in a shorter timeframe
and with mutual benefits: the municipality is supplied with diesel with better prices, while

operators have more opportunities to apply.

KDI assesses that the municipality of Prishtina has set a requirement that discriminated Small
and Medium Enterprises. Responsible operators are required to hold in their stocks a reserve of
100 000 litres of diesel and 10 000 litres of gas for the needs of the municipality in cases of

® Contract call dated 14 July 2014
% Koha Ditore, Prishtina shpérblen me tender kompaniné falsifikatore, Besnik Krasnigi, 29 August 2014
7 Procurement procedure with number PR616-14-059-1-1-1
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crisis in fuel supplies.® The municipality maybe had the good intention to ensure against any
supply crises, but this type of contract does not guarantee that in such a scenario the company
will make those reserves available to the municipality. KDI assesses that setting this
requirement was not necessary and may damage competition since many interested operators,
especially those that are small may be discouraged to bid, since they are unable to meet that
requirement. If the municipality wants to protect itself from potential crisis in fuel supplies,
then it eventually may construct its own storing capacities for diesel and gas reserves. In cases
when eventual crisis in diesel supplies may actually happen, this type of contract with price
ranges from +/- 2%, requires re-opening the tender; in such circumstances, companies may not
bid and avoid the requirement to supply the municipality in periods of crisis.

One business operator, Graniti Petrol complained to PRB for this requirement of the
municipality®, but after obtaining the expert’s report, the company withdrew its complained in
order to discontinue the process. In this form, the company did not risk losing the 500 Euros
deposit that operators pay for one complaint, but it did not try to send the complaint to the
final review of the PRB panel. Based on the expert’s report, which was later converted into
conclusions of the institution, this requirement was not discriminatory.” Justification of the
expert for this issue was that in Kosovo, there are a total of 14 licensed operators to have fuel
reserves. However, the number of companies interested for this tender was only four, out of
which one was irresponsible.” This shows the best that the requirement affected significantly
the competition in the tender and subsequently, the requirement discriminated the smaller
operators in the market. These operators would be able to supply municipality since it is not

an institution that consumes a high amount of fuels.

In order to enable quality control and diesel price, and subsequently to guarantee its quality,
the Municipality of Prishtina made several positive steps. It forecastforecasted a large number
of requirements in the tender dossier. One of them is that irrespective of tendering procedures,
the municipality will not pay the business company a higher price per litre of diesel than the
price in retail market, meaning the average of the market price or the average price of the
company that provides the supply. This has affected positively that the municipality is
protected from a high price, which even exceeds the price of a litre of diesel in retail market, as
it happens in the following municipalities: Mamushé, Prizren and Gjakové. These

municipalities pay several of Euro Cents per litre of diesel more than the price per litre of

8T ender dossier no. PR616-14-059-1-1-1, part of technical requirements

9Complai nt of Graniti Petrol company, dated 30 June 2014, number 216/14

0 prB conclusion, dated 25 July 2014, number 216/14, http://oshp.rks-gov.net/repository/docs/vendimet/2014/Furniz-me-nafte-per-nev-
komune.pdf

11F%eport on assessment of tenders for diesel and fuel supply with number 616-14-059-111

HKDEDHDHDHD DD DO DO O OO DO IO OO DO O IO IO IO I (D
25



CHAOTIC TENDERS OF MUNICIPALITIES
KDKDHDKDEDIOD DD HDEOD DO DD IO DO O DO D o i<

diesel in retail market.

# Item Quantity Price in Price in
in Liters November 2014 | February 2015
in Euros [€] in Euros [€]
1. Diesel for generators and heating 30,000 1.139 0.92
2. Diesel for vehicles 80,000 1.139 0.92
3. Gas for vehicles 80,000 1.14 0.92
4, Motor oil for vehicles running on gas 500 2.00 2.00
5. Motor oil for vehicles running on diesel 300 2.00 2.00
6. Anti-freeze water 400 1.70 1.70
7. Windshield Water 400 0.25 0.25

Table 3 — Historical comparison of Unit Prices paid by the Municipality of Prishtina

The contract for diesel supply also includes other products such as gas, motor oil, anti-freezing
water and water for clearing glasses. For the first two items, diesel and gas, the mini-
competition rule applies, while for the other items, prices do not vary until the contract is

terminated.

From the table shown with prices and estimated costs, it may be stated that the Municipality of
Prishtina has forecasted the estimated quantities, which positively affects fair evaluation of bids,
since the amount of each item is measured against the needs for items and how much it will be
spent so that fraud possibilities are minimised. However, in November when the Municipality
has entered the contract, tender prices for diesel and gas were higher than those of the CPA,

which pays a premium of 2.6 cents for diesel.”

This Agency has paid the diesel for November
with a price of 1.08 Euros per litre, while for gas 1.02 Euros. On the other hand, in February of
this year, when the first contract of mini-competition was put in practice, the municipality

paid much lower prices than CPA. The municipality paid 0.92 Euros, while CPA paid 1.004

2CPA contract with HIB Petrol for supplying 27 institutions with diesel and other fuels, 15 September 2014
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Euros for diesel, 0.99 Euros for diesel for heating, and 0.95 Euros for gas.® In February, we
observe that the municipality managed the contract implementation much better and with

more cost savings than CPA, which procured on behalf of 37 institutions.

What remains concerning is the very cheap price for motor oils, which were contracted at 2
Euros per litre, and this does not guarantee any quality standards. Motor oils have prices from
5-9 Euros on average, depending on the quality and producer. In this case, the municipality
could be harmed by the quality of this item, since poor quality oils may increase the need for
more vehicle services and maintenance costs, which indirectly increase the costs for the
municipality. The justification of the municipality for this issue was that they have another
contract in which they contracted the vehicle maintenance services, which in turn poses a
twofold problem, since the same item cannot be an object of two different contracts and

procedures.

The Municipality of Prishtina faced the claim of HIB Petrol Company related to tender for
diesel supply. The company complained since in the procedure for evaluation of bids it was
declared as irresponsible, precisely due to the previous contract of diesel supply for Prishtina
schools. Due to fraud allegations in diesel quality, the Municipality terminated the contract
with this company. In the new tender, the company applied again, while the Municipality did
not take it into consideration due to allegations for cheating with fuel quality. However, at
PRB, HIB Petrol won the case and the Municipality was ordered to return the tender for re-
evaluation.” The Municipality of Prishtina in the re-evaluation procedure acted in the same
way and it declared the company as irresponsible, and the company complained again.” The
second time, the municipality provided more evidence to the review panel and expert, and it
won the case in its favour®®. However, if the municipality would accept the company as
responsible, it would shed doubt on the previous procedure for termination of the contract,
since if the municipality alleges that an operator cheated in quality of the supplies, they cannot

be awarded another contract.

13 CPA, fuel pricesin November: https://agp.rks-gov.net/Uploads/Documents/01-11-2014_btfnbrvaox.pdf
"PRB decision 453/14, dated 12 December 2014

15A ssessment report of tenders for diesel and fuel supply with number 616-14-059-111

'°PRB decision 47/15, dated 12 March 2015
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TENDER FOR CONSTRUCTION OF ROADS WITH CONCRETE PAVING BLOCKS

Out of the three contract that are part of the analysis in this report, KDI paid attention to the
tenders that include construction of infrastructure with concrete paving blocks, especially to
the prices per unit in tenders and requirements in tender dossiers in relation to the business
operators. Among these tenders, there is significant competition and increased interest of
businesses in all municipalities to compete for the contract. As a result, businesses compete

with unusually low prices where the goal is only to win the contract.

The municipality of Prishtina is not an exception from other municipalities regarding the
findings in this field. In the contract for road and pavement construction with concrete paving
blocks, very low prices prevail, and as such, it risks quality completion of works in the field.
The analysis completed in the tender dossier shows that the municipality asked for completion
of works based on the German ZTV (Zusitzliche Technische Vorschriften; eng: Regulation for
Additional Technical Requirements) regulation, which is considered as an illegal and

discriminatory requirement.

The contract for construction of infrastructure in Shaqir Ingrishta Street and its connecting
roads is in the amount of 338,873.80 Euros, while the most expensive bit was 444,407.00
Euros.” The winning company for this contract is “Dimi-Bau” from Lipjan. The municipality
of Prishtina in the contract required a 10% of the contract as a performance security, or
33,887.38 Euros. The amount of Performance Security could have been even higher, especially
if low prices of the bid of the company are considered, and the risk that the works are not
completed within required quality and timelines based on the action plan. For example, in
contracts in which prices may be considered as very low, the amount of the Performance
Security may be increased from 10% to 100% of the contract value. This possibility was
foreseen in the tender dossier, but it was not applied with the Contract. Increasing this amount
would affect the business operator to pay attention to the quality of works completed in the

field and respect timelines forecasted with the contract.

The tender dossier for construction of infrastructure with concrete paving blocks, developed by
the Municipality of Prishtina, compared to other municipalities monitored by KDI, was much
more detailed and accurate. The tender dossier specified the required staff members, required

equipment and pre-measures, which guaranteed a fairer competition for business operators.

The first issue in this tender was the requirement to apply German standards in certain areas

(ZTV regulation).”® This requirement is discriminatory since it requires standards of another

17Report on assessment of tenders for the project on construction of infrastructure in Shagir Ingrishta road, with the number 616 14 155 521
!8Tender dossier for the project, section on technical description, pages 18, 19, 20 and 21
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state

and which are not applicable in Kosovo. To apply these standards, the Municipality of
Prishtina could have paraphrased quality and requirements of the regulation, but they should
not have used it as a main reference in the tender dossier. The requirement that this standard
applies in eight roads in the project could have posed an issue for businesses. These standards
are not applicable with any law in Kosovo, and a number of interviewed businesses by KDI
stated that they are not familiar with those standards. Furthermore, those standards are not
translated into local languages and compared to other municipalities in Kosovo, or central
institutions that we have monitored, there was never such a case of having this type of
requirement in the tender dossier. We consider that the Municipality should limit itself from
such requirements in other tenders since such requirements might pose issues for Kosovo
companies. Quality standards may be required in the tender dossier and they may be ensured

through required testing so that quality of works in the field is met.

The second issue in this tender are prices of concrete paving blocks. KDI assesses that such
prices are very cheap. The contract shows that the prices, depending on the road, are in the
range of 7.00 or 8.00 Euros per m*." Such a price does not guarantee quality because it is close
to the production cost of concrete paving blocks. The accompanying works and materials for
putting concrete paving blocks in roads are not covered with such low prices. According to
assessments and consultations that KDI had with several contractors and based on the prices in
the retail market in Kosovo, concrete paving blocks may cost from 10.00 to 13.00 Euros per M”
and any other price should be supervised carefully, since those works usually result in poor
quality. The municipality in this case had two options: to increase the amount for the
performance security, or consider the tender as irresponsible due to very low prices. It is
expected that the business operator with these prices will have issues in execution of works, it
would sacrifice the quality and would potentially demand another contract. To avoid these
issues the Municipality had to apply the quality increase of the tender, which was forecasted in
the tender dossier. This would be a guarantee for the municipality so that the works in the field

are completed in line with the required quality.

Besides the concrete paving blocks, low prices compared to the market prices were also found
in covers and cones, which are forecastforecastedforeseen to resist weights up to 40 tons. The
price per unit offered by the business operator was 60 Euros. According to consultations with
businesses, market prices for these items are significantly higher. Covers of such quality, not

including the cones, cost up to 120 Euros, and when you add the price of cones for about 20

Scontract of the Munici pality of Prishinawith Dimi-Bau company, with number 616 14155 521
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Euros, the average cost is up to 140 Euros.” The gap with the offered price is very high thus,

based on these data, the municipality would have to increase supervision of works and
eventually consider other necessary measures to ensure that the items placed in roads meet the

required quality as specified in the project.

TENDER FOR WINTER ROAD MAINTENANCE

The Municipality of Prishtina, in September 2013, opened the tender for winter maintenance
of roads and pavements.” This tender was divided into four parts and it forcasted clearing all
urban and rural roads of the municipality of Prishtina. For road maintenance, the municipality
has entered contracts with four different business operators, including: 1). Toifor Company
with 96.946,68 Euros, first lot of roads, 2) Zahiri Company with 70.733, 84 Euros, second lot,
3) Alkoimpex Company with 72.082,60 Euros, third lot; and 4) Europapartners & Luboteni
Company with 83.898,20 Euros, fourth lot.”? The criterion for awarding the contract was the
lowest price, but companies had to meet a series of technical and professional requirements to
reach financial considerations of their bids. The municipality made sure first that the
companies possessed the required human and technical capacities, to achieve successful

implementation of contracts.

This tender with four contracts has had several problems that were present from contract
evaluation to implementation. Prices in this contract are aggregate and are not divided on per
unit basis. Also, companies that won the contract had numerous problems during the
implementation phase, respectively during clearing of the roads and pavements from snow.
Also, Zahiri Company, which in the evaluation process of bids was the cheapest company in
three parts of the tender, was awarded with one

contract only.

All four contracts of the Municipality of Prishtina
with business operators, despite the fact that they Companies were paid for
describe in details all roads and pavements that need the work they did not do

to be cleared, they don’t have prices per unit with pre-

measures. This makes it more difficult for the
municipality itself to track implementation of the

contract and payments to businesses in line with the volume of completed works. Contract

20Regardi ng the value of items in the tender, KDI consulted with several businesses, which under anonimous conditions provided
information related to the issues with prices per unit and their mismatch with actual market prices

A nnouncement for awardi ng the contract, with number 616 13 169 2 1 1, https://krpp.rks-
gov.net/Default.aspx?Pl D=Notices& LI D=1& PCID=-1& CtlID=VieéNotices& | D=76912

27 nnouncement for awardi ng the contract, with number 616 13 201 2 2 5, dated 11 December 2015
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prices are aggregated and pre-judged for operators for intervention. The contract assumes that
the business operator will complete works in line with the contract, and the option of partial
payments has not been considered. This could enable the Municipality to have one more
mechanism to control and discipline business operators who do not complete the works in line
with the contract. Supervision, in this case, with this format of payments is very difficult and
this has affected that no payment is reduced for businesses, despite the fact that there was a
large number of roads and pavements that were not cleared during phases of heavy snowfall in
Prishtina. Furthermore, two business operators were penalized with interruption of contract on
the justification of lacking efficiency in clearing roads from snow, but payments to them were
never stopped for roads not cleared. This is unacceptable due to the fact that the companies in

this form are paid for the works they have not done.

Other municipalities such as Gijilan, Prizren and Gjakova, pay such companies based on
quantity of the completed works and not for the total of roads contracted. With this contract,
the Municipality of Prishtina did not make a good choice for paying companies. This was so
because the municipality removed from themselves a suitable option to pay companies in line
with the monitoring of works in the field and pay them only for the roads that were cleared.
However, the municipality made the right choice when it divided the tender in four lots, and
with that it better distributed the work among various businesses and in this way it increased
the possibility to clear roads better from snow. In other municipalities, division of tenders in
lots served better to the needs of private companies, to share the contracts proportionally,

rather than needs and specifics of the city.

Another issue of this contract was inefficiency of companies in clearing roads from snow in
some cases of heavy snowfall..”® In some cases, many roads had to wait for better weather to
melt the snow since the companies failed to clear the snow by salting the roads. More attention
was paid to main city roads, but at the same time, companies were paid for clearing all the
roads. The situation was even worse in clearing pavements from snow, where the majority of
them were either cleared by citizens or were not cleared at all, and companies paid very little
attention to this category of the contract.** Clearing pavements was part of the contract and the

companies were required to deliver this service.

The third issue in this tender is non-awarding of three contracts to Zahiri Company since it
was the company with the lowest bid. However the municipality had established the minimum
requirements for equipment and staff members that the company had to meet to win a

contract, and this business operator was awarded only one contract since it did not meet the

By oha Ditore, Prishtina fajéson kompanité pér rrugét e papastruara ng bora, 15 January 2015
2Dai ly Jetané Kosové, Bora paralizon vendin, Bujar Arugaj, 26 January 2015
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minimum requirements for resources in possession. Contrary to all other municipalities that
we have monitored, Prishtina paid most attention to technical and professional capacities of
companies, by requiring a minimum number of staff members and equipment. The difference
was more dramatic with the Municipality of Gjakova, which in fact did not require companies
anything, and it only mentioned that companies need to have equipment and references.
However, it seems that these were not sufficient either, considering the number of equipment,
staff members, and division in four lots, and even after all this, the performance was poor. This
should serve the municipality as a lesson learned for future contracts, to consider additional

division in more lots and to require more equipment from companies that bid.

CONCLUSIONS

e In the diesel supply tender, the Municipality of Prishtina applied discriminatory
requirements for smaller companies;

e In the tender for paving roads with concrete paving blocks, the Municipality asked for
implementation of German regulation ZTV which is not applicable in Kosovo with any
law or regulation;

e In the tender for paving roads with concrete paving blocks, the municipality has
entered a contract with an operator that has lower prices than market prices
(abnormally low prices);

e In the tender for road maintenance, the Municipality of Prishtina did not provide
details in pre-measures and prices per unit and it made it more difficult for itself to
monitor the contract implementation;

e In the contract for road maintenance, the Municipality faced with the lack of efficiency
for clearing snow from roads.

e Monitoring of contract implementation in the Municipality of Prishtina is inefficient,
especially in issues of fines for companies who did not complete the works in line with

the contracts.
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THE MUNICIPALITY OF PRIZREN
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TENDER FOR ROAD MAINTENANCE

The Municipality of Prizren selected three private companies for the road, squares and
pavement maintenance. This tender was divided into three lots and there were only three
companies that bid. The value of this tender was about 56,000.00 Euros.”® The companies that
applied for the tender included Ekoregjioni, Shérbimi and Is-Company. The contract was
awarded for a period of 36 months and it is a framework contract, which means that the total
value of the contract is defined by the number of works in the field; therefore the value could
be lower or higher, depending on the volume of works in the field. Contracts for road
maintenance are very favourable for companies, since they provide financial stability. National
and regional roads are of special interest, but within-city roads are also profitable for

companies.

It is surprising that there was a low interest of companies to bid in the Municipality of Prizren.
Only the companies that won the tender had originally applied. No other company submitted
a bid. On the other hand, tender dossier was taken by five companies, and two of them did not
submit their bids. Since the three business operators that applied were awarded with contracts,

none of them submitted any complaint to PRB.

# Name of the company Number of roads Price in €
1 Is-Company 27 16,136.00
2 Shérbimi 36 19,909.35
3 Ekoregjioni 27 16,136.00

Table 4 — Showing the Companies and the value of the Contracts they were awarded

The largest suspicion in this contract is full harmonisation of three business operators with
regard to prices per unit. For clearing roads in Prizren, all companies applied with the same
price, respectively 0.63 Euros per M' (metre in length). The second part of the contract is also
identical in prices, since removal of the snow in villages was contracted at 40 Euros per hour of
work. There was no difference in their bids among the three business operators in this case

either. In the third part, i.e. maintenance of green areas, the price per unit is at 0.14 Euros per

Zannouncement for awarding the contract, with number 622 12 3171
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M? in all three contracts.?®

In addition to cleaning, washing and clearing the snow from roads, these companies also have
identical prices in the other part of the tender related to sowing the grass, planting flowers and
trimming trees. 1. Sowing grass at 1 Euro per M?, planting seasonal decorative flowers at 2.5
Euros per M?, planting low trees at 10 Euros per unit, trimming trees at 8 Euros per unit, and
cleaning of Lumbardhi river basin at 20 Euros per M’. The only difference between these three
contracts is that in the third lot there was an additional service contracted for other municipal
services, i.e. services for the needs of the Municipality of Prizren for waste collection, placing
flags, etc., which were very high lump sum values. For example, waste collection from the
building of the municipality and their transportation to the landfills was contracted for 1,000
Euros a month, collection, transportation and deposit of solid waste from other locations in
the city was contracted for 2,700 Euros per month, while placing of flags and their removal was
contracted for 1,200 Euros per month.

This indicator is very concerning since it adds suspicions that the tender might have been fixed
or business operators agreed in advance for applying with these prices. Whichever the case,
agreement or tender setup, both are prohibited as harmful practices. The probability that
prices of all the three business operators are the same in so many categories by chance is almost
impossible, since each of them got one lot, and at the same time they had same prices per unit
in the main category of clearing roads. In this case there is a greater chance that businesses
agreed, with or without the contracting authority being aware of it, to apply for the tender with
prices and ways that are very profitable for the companies. But even if this has happened
without the contracting authority being aware of it, as soon as the evaluation of offers had
started, it should had been identified as a problem and the tendering procedure should have
been cancelled and reopened. Since this did not happen, then subsequently it can be

understood that the contracting authority agreed with the situation.

From the access to the bids of competing companies, we observed that they offered varied
prices for the same works depending on the lots.”” This happened to ensure that each company
will win only one lot. Otherwise, it would be impossible that prices match by chance for all
categories as they did. The practice of fixing prices is prohibited in public procurement, since it

is in opposition with the principles of the LLaw on Public Procurement.

The lack of competition was also another indicator that something was wrong with this

solicitation since for three lots or parts of this tender there were only three companies that

%Contracts with business operators Is-Company, Shérbimi and Ekogjeni
#The Munici pality of Prizren has offered direct access in the bids of the business operators, i.e. in the viewing and analysis of them in the
offices of the municipality, since the same, according to the municipality, were impossible to be offered as hard copies or in digital format
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responded. On average, this is one company per lot. However, each of them has submitted an
offer for three lots, and prices varied in such a way that each one of them would get one part

of the contract.

The third problem of this tender pertains to prices and the way those prices were calculated. In
the first part of the contract, prices were based on monthly rates, while in other parts they were
calculated on prices per hours of work. Maintenance and clearing of roads in cities is paid with
the price defined in the contract per month, and the number of interventions that need to be

completed by the company are not specified.

In general in this contract it can be stated that prices were fixed by business operators, there
was a small competition or lack of fair competition and relatively high prices compared to the

works that need to be completed.

TENDER FOR DIESEL SUPPLY

The Municipality of Prizren, the same as some other municipalities of Kosovo, pays for fuel
more than their actual market prices. While in retail gas stations, diesel can be bought for 1.15
Euros per litre up to 1.21 Euros™, the Municipality of Prizren pays for diesel 1.26 Euros per
litre. This was found by KDI during the public procurement monitoring of the Municipality
of Prizren. Based on data provided for payments of diesel by the municipality, it can be
observed that the item for July was paid with the price of 1.26 Euros.

On the other hand, this municipality also had one of the highest premium prices we
encountered during the monitoring. The Municipality of Prizren pays the premium at 0.15
Euros to the winning company of the tender.” If we compare the Municipality of Prizren with
other smaller neighbouring municipalities, we see that the municipality has a much more
disfavourable contract. Compared to the neighbouring municipality, way smaller with regard
to territory and budget, that of Mamusha, Prizren pays five cents more for the diesel price per
litre, since Mamusha pays 10 cents premium for diesel. Even a bigger difference is observed
when this price is compared to the other neighbouring municipality, which is also way smaller
than Prizren, that of Shtime. This municipality has a difference of 13 cents in premium price
since the Municipality of Shtime pays a premium price for diesel of only 2 cents.* Also, this
premium price is in disproportion with the CPA contract, which has entered a contract on

behalf of 37 public institutions. CPA has entered the contract for diesel supply with premiums

% Diesel price for July 2014
2 nnouncement for awarding the contract 622 13 401 111
%A nnouncement for awarding the contract 617 2014 031 111
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that range from 1.5 cents to 2.6 cents, depending on the type of diesel.*

Similar to other municipalities, the calculation of price was done based on PLATTS stock
exchange. But it was required that the price from the stock exchange is provided by the
company. The municipality of Prizren in this case does not have data on fuel prices in
international stock exchanges, and due to this it relied on the data submitted by the private
company that wins the tender. The method on how the municipality will verify these prices
remains unknown, since there is no comparable data. The prices in the stock exchange, even
though they are obtained by several Kosovo institutions, they are not shared with all budgetary
institutions and contracting authorities. This way, the municipalities rely on the only available
data which are those that are submitted by companied with which they have entered contracts.
This makes the contracting authorities exposed to the risk of fraud by these companies since
there is no way they can verify the prices. Collaboration among PPRC, Customs and CPA
would assist contracting authorities to make payments based on official data and not based on

those provided by the companies.

For this tender at the Municipality of Prizren, there was very little interest by companies that
sell fuels. Only two companies applied in this tender, which are also the main companies in
the race to get it. HIB Petrol and Petrol Company are the only business operators that
submitted their bids for the tender. Petrol Company bid with a premium of 15 cents, while
HIB Petrol had even a more expensive bid at a premium of 17 cents per litre. Both operators in
the evaluation report met all requirements of the tender dossier and were responsible in the
tender. However, the very high price of both bids of these two companies’ remains inexplicable,
since compared to the bids they submitted to CPA in the tender for diesel supply, the
difference is many times higher. The contracts that the winning company included in its bid,
in the form of references, show that it supplied other institutions with diesel at much lower
prices. For example, this company sells diesel products to Procredit Bank, with a premium of
0.02 Euro cents. In the contract from 2011, the same company sold the same products to the

municipality of Prizren at a premium of 0.0001 Euro cent per litre.

However, the difference of diesel price, despite differences in premium prices, is concerning
due to the fact that institutions, such as the municipality of Prizren, which has entered a
framework contract for three years, is paying for diesel at a much higher price than the price of
the product in retail market, and this is a concerning indicator since it shows the poor

efficiency of procurement.

During our monitoring, we observed that the access to stock exchange prices is very

31CPA contract with HIB Petrol for supplying 27 institutions with diesel and other fuels, 15 September 2014
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problematic; therefore we made a simple comparison to prove the mismatch of data submitted
by private companies to Kosovo institutions. For this sample, we compared results of the stock
exchange submitted to the Municipality of Prizren by Petrol Company, and on the other hand
we looked at prices from the stock exchange submitted by Graniti Petrol Company. Both
companies submitted prices from the stock exchange for July, as average from PLATTS. What
differentiates these two prices of stock exchange the way the price was calculated. While Petrol
Company calculated the prices in the format with 11 units, where it listed initial prices, taxes,
excise, etc., Graniti Petrol Company calculated the price in 15 units. The second and more
important difference is the price of diesel without premium. In this case, since both companies
have the same reference, i.e. PLATTS, the price should have been the same since both refer to
the monthly average for July. However the difference is approximately four Euro Cents. In this
case, Graniti Petrol Company has an average price of diesel at 1.14812 Euros, while Petrol
Company has the diesel price without premium at 1.1092 Euros. Also, Petrol Company did not
explain the transportation price, and it only refers to the charges from “UNMIK Customs
Service” and it does not explain transportation fees. On the other hand, Graniti Petrol

Company charges institutions with 1000 Euros fee for transportation of one fuel tank of
30.000 litres.

These data best reflects the the need for a centralized contract for fuel supply in order to avoid
varied prices that budgetary organizations pay. However, until this happens through CPA, then
one central public institution should be authorized to obtain and distribute the average fuel
prices per month. In this way, state budgets would save a lot of money only by better

coordination among state institutions and sharing of the information.

PPRC did not regulate the issue of tendering fuels and in this way there is no standard how the
institutions should tender this product. Some Institutions require fix prices, some premium
prices, some others premium prices which also includes the transportation price, etc. We
consider that the field of tenders with diesel is somewhat chaotic due to the lack of regulations
and respective legal basis to get supplies of this item, which in international markets may
experiences drops and increases in prices. CPA, despite its legal responsibility, did not enter a
centralized contract for diesel products, which would be easier to administer and control the

price by supervisory institutions, and also get the value for the money spent.

All findings in this contract for fuels that were identified as sensitive issues in diesel also apply
to the remaining portion of supply with gas, where the same premium price was applied and

the same contract terms were defined.
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TENDER FOR CONSTRUCTION OF BESELIDHJA ROAD WITH CONCRETE
PAVING BLOCKS

Tender of the Municipality of Prizren for paving the Besélidhja road with concrete paving
blocks had the cost in the amount of 6,292.00 Euros*® and it is one of the three types of tenders
that was monitored in all municipalities. The low price of the tender makes this tendering
procedure not entirely usual, since it is implemented through price quotes, a standard legal
procedure, for tenders in the amounts under 10,000.00 Euros. In these types of procedures LPP
requires a minimum of three bidders so that this procurement procedure is successful. In these
cases, there is no announcement for contract that is published in PPRC website, but it is up to
the contracting authority to contact businesses to obtain bids from them. Usually this is when
the largest issues occur since some contracting authorities contact only their preferred business

operators what harms the competition and the value for the money.

However the municipality of Prizren in some cases publishes the announcement for price
quotes, which represents a good practice. On the other hand, the tender dated 20.06.2014 is not
found among the announcements for price quotes in the municipality’s website. The number
of received bids for this tender is three, the same as the minimum legal requirement for this

procedure. All three businesses in this procedure were responsible.®

Location

Name of the company

Bid price in Euro [€]

Fortesa 6.292.00 Prizren
Flori 6.330.34 Suhareké
B-Ademaj 6.460.40 Prizren

Table 5 — Comparison of Bids for Concrete Paving Blocks received by the three companies in Prizren

Prices of the contract per unit are very low since paving the road with concrete paving blocks
was contracted at 8.5 Euros per meter. This is a very low bidding price and it risks that the
works in the field are not completed at required quality. However, the tender dossier did not
define the quality of the concrete paving blocks, but it only referred to the applicable standards.
These standards are not defined by any institution so that the Municipality of Prizren could
eventually refer to.

325 nnouncement for awardi ng the contract number 622 14 068 536
33F%eport on assessment of tenders number 322 14 068 536
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There was no quality defined in construction of manholes and water collectors
forecastedforecastin the tender dossier, and there was no specification with regard to the tons
of weight they should be resistant to. Usually, when these issues are not defined in the tender
dossier and the contract with the business operator, then products of poorer quality are used.
In such cases, for the commission for technical acceptance of the works it is impossible to
complete its work proportionally since the contract is not detailed enough. The value of the
tender in this case is smaller and maybe this was the reason why the municipality did not pay
much attention, but the works in the field should not be neglected since the costs are not

investments of the municipality alone, they bear costs for businesses and citizens.

CONCLUSIONS

e Prices for the road maintenance tender in the Municipality of Prizren were fixed
through agreement among the bidding companies;

e Competition in the tender for road maintenance was very low. Subsequently all three
bidding companies won one lot each of the tender with same prices, for different lots;

e Diesel in the Municipality of Prizren is bought at a higher price than its price in retail
market;

e Premium of the Contract for Diesel Supply is way higher compared to the price that
other institutions pay for diesel;

e In the tender for diesel, there was a limited competition and it is likely that bidding
companies agreed to apply with high prices;

e The contract for paving local roads with concrete paving blocks was entered at a lower
price than the actual market prices. Supervision of the contract is required to guarantee
the quality pf the completed works, despite the lack of the standards in the technical
requirements.
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MUNICIPALITY OF GJILAN
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CONTRACT FOR CONSTRUCTION OF PAVEMENT WITH CONCRETE PAVING
BLOCKS

One of the three contracts analysed by KDI in the Municipality of Gjilan was the contract for
construction of pavements, and repair of bus stop cabins in “Mulla Idrizi” street up to the
primary school in Zabeli neighbourhood. This contract entered on 13" of October 2014 with
an overall cost of 59,509.95 Euros*, had a timeline of 60 days according to the contract for
completion of works, and it is one of the three types of tenders we monitored in all

municipalities.

A total number of 10 companies applied for this tendering procedure, out of which six were
responsible, while four companies were declared as irresponsible by the Commission for the

review of bids due to lacking documentation.® Responsible companies in this tender are as

following:
Tender | Name of the bidding business company | Address | Bidding price in Euro [€]
1 NPN "VISION PROJECT" Gijilan 82,106.00
2 COMPANY BEJTA COMERCE Gijilan 92,062.46
3 "EL BAU" sh.p.k Gijilan 83,656.00
4 NTP "BASS COM" Gijilan 91,509.35
5 Sh.p.k "TEUTA-M" Gijilan 59,590.95

Table 6 - Comparison of Bids for Concrete Paving Blocks received by the three companies in Gjilan

As it is seen in the table above, the winning company of the tender was the bid with the lowest
price, i.e. TEUTA-M Company. It is concerning that the difference in price difference between
the winning company and other companies that submitted bids in the tender is very high. The
table shows that the difference between the winning company and the next lowest bid was
22,515.05 Euros, respectivelly 27.4% while the difference with the most expensive responsible
bid was 32,471.51 Euros, respectivelly 35.3%. The difference between the other responsible bids
varies in the range of 0.6% to 8.6%.

34Announcement for awarding the contract with number GI 65 14 036 521
35F%eport on assessment of tender bids with number Gl 65 14 036 521
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The contract price per unit was contracted at 6.5 Euros per square metre (M) of paving the
roads with concrete paving blocks with thickness of eight centimetres (CM). This is a very low
price, compared to market prices in general, where the prices for this item are on average range
between 10-12 Buros per m” The cheapest price we have encountered and which was also
considered as abnormally low was in the Municipality of Mamusha, where concrete paving
blocks were contracted with a price of 5.6 Euros per M”. On the other hand, the Municipality
of Gjakova paid way higher prices for the same item at 16 and 18 Euros per M” for the same
item. The price contracted by the Municipality of Gjilan does not guarantee quality and
completion of works within the set timelines. However, in these cases, we recommend to the
Municipality to pay special attention to the supervision of works in quality and time frame
and in case of problems, they should apply forecastthe foreseen fines up to confiscation of the
performance security of the tender. Furthermore, the Municipality of Gjilan currently did not
hire any professional services for supervision of works and this has to be done by the
municipality staff, and thus it will be more difficult to track successful completion of works

and monitoring of contracts.

Meanwhile, it is worth mentioning that the tender dossier
developed by the municipality was much more precise The Municipality of
than those in other monitored municipalities. Through Gjilan has two

the dossier, the chances for companies to cheat with the contracts for the same
prices per unit were minimized. The only issue in this case item

was the abnormally low price, which procurement officers
and the directorate that developed the tender should have

known that it does not guarantee that the contractor will perform a qualitative work and that

the prices are not in line with those in the actual market.

CONTRACT FOR DIESEL SUPPLY FOR HEATING FOR ALL SPENDING UNITS IN
THE MUNICIPALITY OF GJILAN

This is the second contract that was analysed in this report. The Municipality of Gjilan has
entered two contracts for the same item with the same business company and furthermore at
the same price.® The contract for diesel supply for heating for all spending units in Gjilan was
entered on 10 October 2014 which will be distributed according to the orders from the
Contracting Authority to: the Directorate of Education, MEMC, Mayor’s Office and other

spending units of the municipality. In the announcement for contract there were three bidders

%A nnouncement for awarding the contract with number Gl 651 14 063 121
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and all three were responsible. Contract bidders included “Petrol Company” from Prishtina,
“HIB Petrol” from Ferizaj and “Flamuri” from Suhareka. Same as in previously mentioned
contracts, the main requirement for awarding this contract was the lowest price. The winner of
this contract once again was “Petrol Company” with a premium price of 0,0001 Euro per litre.
The estimated quantity was 160.000 litres with distribution duration thru end of May 2015.

Compared to the contract for fuel supply for vehicles and generators, the quantity of which
was divided into diesel and gas, even though the largest quantity was diesel, in the second
contract all delivery requirements are for diesel. Here too, the premium price is concerning
since it is an abnormally low price, and in these cases one might suspect that there is an unfair

price calculation, suspicious quantity and quality, etc.

Same as in other municipalities of Kosovo, price calculation was based on PLATTS stock
exchange”. The Municipality of Gjilan in this case does not have data on fuel prices in
international stock exchanges and due to this it relied on the data of bid prices that were
submitted by the winning company. The method how the municipality will verify the validity

of these prices remains unknown since there is no comparable data.

When the prices are calculated, the applicable taxes in Kosovo are added to the stock exchange
price, and transportation price without premium. Premium is added at the end to the overall
amount, which is 1.0507 Euros per litre (for November), which means that the total price is at
1.0508 Euros per litre.
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1
Tabela 1. Vierat Fikse dhe Variabile. |
Data- 30.11.2014 NENTOR / 2014 Vérejtje! |
|Lloji | Derivatit - - _|EURO DIESEL
|Kursi mesatar mujor I dollarit _ 1 |
|Pesha specifike variabile n& Kg/Litér (1,000 Kg=1,1910L ) Litra 1.1910 25 Tx1.191L= |
|29, 775L
¢mimi mesatar mujor | Euro Dieselit né Dollar/Ton. $736.76
Akciza e Euro Dieselit pér Ton. € 360.00/T 0.360 euro/litér
Transporti pér maune nga Dogana,rruga Shqgipéri-Magedoni-Kosove 500.00 €uro
Premiumi | rafinerise viera shtesé nga ¢mimi mesatar botéror pér T $49.00
Premiumi | operatorit fitues,| shprehur ne euro pér litér 0.000 euro
Tabela 2.Pérllogaritja e Cmimit kushtues pér euro/diesel.
Pérllogaritja. Vierat monetare . F Njésia |  Statuti | -~ _ . Pérshkrimi
A 0.73676] /kg Variabil Cmimi CIF i Platts-it.
B s 0.0490 | /kg Fiks Premiumi | rafineris& mbi Platts
C=A+] 0.78576] /kg - CIF Platts+Premiumi | rafinerisé
e Y 5 1.2472) - Variabil Cmimi mesatr mujor | S/€. | I
E=C/D. . 0.63002 | /kg - Cmimi pa transport.
F=E/1.181 € 0.5290 J/liter cmimi pér Kg | konvertuar né Lit.
G € 0.0168 Fiks Transporti € 500/29,775 L
-4 G1 T € - Fiks Taksa rrugore 100€/Maune.
T H=F+G+G1 € 0.5458 mimi bazé pa shérbimet doganore
e e € 0.3600 J/liter Fiks Akciza 0.36 euro/litér.
T iKEHRd | € 0.9058 ¢cmimi bazé pér kalkulim pa TVSH
. L=K=18% 0.1449 Fiks Tvsh-ja pér litér.
L ENERHL 1.0507|iter ¢mimi total pa Premium
Ly e 0.0000}/liter Fiks Premiumi | operatorit pér litér
~ O=N+P ! '1.0507]/liter Cmimi kushtues

3 sy Sy o be SN SRR L —|

Table 7 — A snapshot of Pertol Company’s Invoice to the Municipality showing the price Calculation

TENDER FOR WINTER MAINTENANCE OF ROADS IN THE TERRITORY OF THE
MUNICIPALITY OF GJILAN

The Municipality of Gjilan on 23.02.2015 entered a contract with Zuka Comerce sh.p.k from
Gjilan, which was the winning company of the tender for winter road maintenance in the
territory of the Municipality of Gjilan. Through this contract, the Municipality contracted the
clearing of roads from snow and ice. The tender was divided into two parts, in that of
maintaining roads in the city where all the asphalted city and village roads will be cleared, and
the other part of the tender is that of maintaining rural roads in villages and neighbourhoods
where roads are with sand. The subtotal price for the first part was 35,111.00 Euros and the
subtotal price for the second part was 23,900.00 Euros. The total value of the tender is 59,011
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Euros.® In this tender we analysed the tender dossier, pre-measures and pre-calculations, the

contract of the winning company and report on evaluation of bids.

During the tendering process in this project on winter road maintenance, two complaints were
submitted to PRB by EI-BAU Company:

EL-BAU submitted the first claim in December 2014 against the announcement for awarding
the contract related to this procurement activity, alleging that the Municipality of Gjilan did
not respect Articles 6, 7 and 27 of the LPP and Article 26 of the Regulation on Public
Procurement.” Here EL-BAU complained that the Municipality of Gjilan had changed and not
specified the quantities in the pre-measures. Rightly, the company complained that the changes
in pre-measures done by the Municipality of Gjilan do not ensure that public funds are used
fairly and it does not leave room for businesses to be treated equally and thus favouring some

businesses.

Also, by leaving the quantity at 1, the Contracting Authority opens the possibility for
manipulative prices that harm the budget. Therefore EI-BAU asked from PRB to eliminate
discriminations and requirements that limit competition, thus respecting the rules of public
procurement. In this case, the complaint of this business operator was proved as valid and
considered as grounded, and thus this requirement was put into re-tendering procedure. It is a
dilemma why the Municipality of Gjilan defined quantities at the same weight of 1, when it is
known very well that this type of tender is not precise and the lowest tender does not mean
that it will end up as such when the contract is completed. Actually the Municipality of Gjilan
every time forecastforecasted the estimated quantities in the tender dossier and the same
happened in this tender, where the contracting authority submitted estimated quantities, but
the dossier was changed as the process was open. In this case, the Municipality of Gjilan
created a contesting situation and an unnecessary delay at PRB, since it did not create any

benefits by changing the tender dossier.

Contrary to the same complaint, the second claim of the business operator was rejected.” This
claim also had some allegations on violation of some articles of the LPP and Procurement
Regulation, where according to the company, the contract was awarded to an irresponsible
business operator that did not meet requirements on technical capacities as were required in
the tender dossier and contract announcement. Also, the company was not in full compliance
with the technical specification for the work contract in line with execution of works as it is
required by article 28 of the LPP. Here to the company that complained noted that the

%A nnouncement for awaring the contract with number Gl 651 111 43521
39Complaint of El-Bau business with number 437/14
“Decision of the PRB review panel with number 01/15
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Municipality of Gjilan violated the legal provisions by favouring some businesses and

eliminating competition, and for not treating all business operators equally.

References of Zuka Comerce company according to the contract with the Municipality of
Novobérda for services that the company implemented in the previous three year period for
the winter road maintenance tender. EI-Bau considered this reference as invalid since they had
made the request tho the Municipality of Novobérda to have access to office documents or
invoices and none of these were provided. But in this case the complaint was rejected by PRB
since, according to the review panel, all business operators that submitted their bids were

responsible.

Winter road maintenance

Price per unit
for Lot I

Price per unit
for Lot II

Supply of sand, loading, transportation and distribution

3 Euro m3

5 Euro m3

Staying on duty call for 24 hours

20 Euro/day

35 Euro/day

Loader

30 Euro/hour

5 Euro/hour

Levelling Machinery

30 Euro/hour

50 Euro/hour

Table 8 — Showing price differences between Lot 1 and Lot 2

Even though the same business operator Zuka Comerce won the tender in both lots, the table
shows there is a big difference in prices in the section for winter maintenance of roads in city
versus rural areas. The section on road maintenance in the city, the sand supply, loading,
transportation, and distribution has a cost per unit of 3 Euros m’, while in the second lot, road
maintenance in rural areas cost 5 Euro per m’ per unit. This shows that the difference is 2
Euros per m’ per unit more expensive, respectivelly 40% per unit price. On the other hand, the
calculation of price for the average time on duty call for 24 hours that applies to only one
truck in the first lot is 20 Euros per day, while in the second lot the duty call for 24 hours
applies to a vehicle and costs 35 Euros per day. The difference between the lots is 42.8% which
is very high.

Also, other differences were found in the way the prices were calculated for the levelling
machinery and loader. Levelling machinery per unit in the first lot is calculated at 30 Euros per

hour, while in the second lot the cost is 5 Euros per hour. Here there is a large difference in
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prices since in the first lot for city roads the price is at 25 Euros per hour, respectivelly a

difference by 80% on the unit price. The loader also is paid in the first lot for 30 Euros per

hour per unit, while in the second lot for 20 Euros more, which means it is 50 Euros per hour,

respectivelly 40% unit price difference.”

Pre-measures and estimated costs for the Municipality of Gjilan were developed in a very good

way since the works are calculated on per hour or on square metre (M?) basis and these are in

line with the tender dossier.

CONCLUSIONS

The Municipality of Gijilan entered two contracts for diesel and this constitutes a
harmful precedent;

The Premium price of 0.0001 Euro per litre for both contracts for supply, the one for
fuels for generators and the one for heating purposes, for all spending units of the
Municipality of Gjilan is an abnormally low price;

The low price for both contracts for diesel supply is prohibited by the procurement law;
The contract for paving the pavement with concrete paving blocks per M risks that the
works are not completed at required quality;

The tender for winter road maintenance had two complaints to PRB during the
tendering period,;

The business operator ZUKA Comerce won both lots of the tender, but there was a

large difference of unit prices in lots for the same type of works.

“IContract of the business operator Zuka Comerce with the Municipality of Gjilan for winter road maintenance 2015
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MUNICIPALITY OF GJAKOVA
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CONTRACT FOR DIESEL SUPPLY
In the Municipality of Gjakova, the tender for annual fuel supply was won by NPT D&Z

Company from Gjakova.” This company competed with the largest business operator Petrol
Company. In this tender there was a minimum competition, where only the minimum
requirement of two bids was met. However, the tender was followed with several issues that
were identified through our monitoring. In this tender, the calculation of price for a litre of
diesel, tender dossier for scoring the companies, and diesel quality were not defined in the

contract.

Based on the practices encountered during our monitoring we observed that the Municipalities
of Kosovo pay for diesel based on the prices that are submitted by the company as per the
diesel prices in the stock exchange. Usually these prices are obtained from PLATTS, which is a
specialized and well-known company for diesel prices in international markets. However KDI
had remarks about this format of price calculation, since the calculation is done by the
company not by the institution. In any case, when there is lackof supervision and control there
is room for prices not to be calculated fairly and there is a risk for inflated prices. In the
Municipality of Gjakova, the price is calculated in another way. In this case, the company
brings the receipt with which it was supplied with diesel in the wholesale and premium is based
on that receipt. This is a very serious problem since the contracted company can buy the diesel
in the market with much higher prices compared to those in the international stock exchange

and still the municipality is required to make the payments on that basis.

Thus compared to diesel prices for July, for which we received payment receipts of the
Municipality of Gjakova, the wholesale price for diesel, without calculating the premium, was
paid most expensively. Gjakova pays the base price ofl1.19 Euros (this is the diesel wholesale
price) per a litre of diesel and then the premium of 0.04 Euros is added to this price.
Subsequently this raises the diesel price per litre at 1.23 Euros.® On the other hand, the
wholesale diesel price differs among other companies which receive the prices from PLATTS.
For example, “Graniti Petrol” company calculated the diesel price per litre without premium at
1.14 Euros, while the other company “Petrol Company” calculated the diesel price for the same
month at 1.11 Euros.* Subsequently we obsetve that premium price in the diesel contracts is
not the sole indicator that determines what will the final diesel price per litre will be. Actually,
the Municipality of Gjakova in this case was harmed by the form in which the price was

27 nnouncement for awaring the contract with number 632 13 048 111
* Diesel pricefor July 2014
“ pricewas compared based on the data submitted by the company for July 2014
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calculated for almost double the premium they pay for one litre of diesel.

The issue of diesel price calculation from municipality to municipality shows that this is an
issue that is affecting municipalities to lose the value for the money and also the competition
in this sector is unfair. Furthermore, central institutions of public procurement are great
contributors to this issue by not specifying a detailed format of tendering diesel, by not
adopting a regulation for this type of trenders, and by not giving municipalities’ access to

diesel prices from the international stock exchange.

The municipality in all cases leaves room to better design tender dossier, the format of
evaluation and the format of charging the price. Subsequently, the majority of the Kosovo
municipalities pay the item at a higher price than its actual market value. When we add to this
the fact that the municipalities spend thousands of Euros for this item for heating and vehicles,
the price is unreasonable. In every instance when the municipality pays for one item more than
its market value, it poses a procurement failure and lost of reason to have a contract with

business operators.

Scoring of business operators is also a problem in itself, which may bring the situation in
which the most expensive business operator may win the tender, as a result of the game in
which the tender dossier is developed as well as how the points are assigned. In this contract, in
addition to diesel, gas, motor oil, and windshield water were also included. All quantities of the
pre-measure were set to one. Businesses in this way could have bid with minimum prices for
other items and increase the value for diesel, since this is the main article and pre-measure were
not realistic. In this way, based on points a business operator might turn out to have a low
price, but during the contract implementation, the municipality would lose money due to non-
professional design of the tender dossier. Pre-measures would have to be forecastforecasted with
realistic amounts to be spent, based on the historical data from the previous years, and in this
way the prices of business operators would reflect prices in actual units and estimated
quantities. The five items should have been divided in lots, or at least in three lots, by
separating diesel, gas and other items such as oils, windshield water and anti-freezing water. If
this would happen, the municipality could choose among the best bids for each item, since for
five items, these two companies would bid with prices that would be different and more

favourable for the municipality.

However, the Municipality in this case could have included a clause in the tender dossier or in
the contract with the business operator, which irrespective of the diesel price in the
international stock exchange and prices for the item in wholesale market, the price that the
municipality pays would not exceed the price for diesel in the retail market. In this way,
regardless of the documents that the company would bring to the municipality, the
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municipality would ensure that the item is paid at least at the retail price, and not as it

happens now, when the municipality pays for the item more than it costs in the retail market.

TENDER FOR CONSTRUCTION OF ROADS AND PAVEMENTS WITH CONCRETE
PAVING BLOCKS

The tender of the Municipality of Gjakova for construction of roads and pavements with
concrete paving blocks is a one-year contract. This tender does not refer to any project in
particular. The municipality has entered a contract without having an object of the contract.
The project does not have pre-measures and the value is only estimated at 500.000,00 €.%
Furthermore, in this project the prices for concrete paving blocks are much higher than actual
market values. The commission for tender evaluation recommended that the tender is cancelled,
since the prices of the bidders were not in line with market prices, but the municipal
authorities went ahead and signed the contract anyway. Differences in prices is another issue
that is present in the concrete paving blocks tender, since the lowest bid was at 68.20 Euros,
while the most expensive bid was at 1,059.65 Euros. The difference between bids is very

significant and it shows the flow of this tender.

In public procurement practices in Kosovo, all tenders for contracting works are announced
for specific projects. In this way, one contract is entered for each project and subsequently this
allows for competition in the sector. The Municipality of Gjakova for one year gave the
monopoly to “Beni” company to pave every road that requires concrete paving blocks. This
framework contract, without having specific projects, was entered to meet the needs of the
mayor in order that the works in the field are executed as easy and as fast as possible, in case of
electoral campaigns. In this way, the Mayor may pave any road with concrete paving blocks,
without needing a specific tender. This shows that at this time the municipality operated
without planned projects and works were completed according to the political needs and not

according to development plans.

All pre-measures of the project are set at one, which means that actual pre-measures and the
needs of the municipality are not known, i.e. how many concrete paving blocks and at what
thickness and the number of other items needed for the construction of roads, which are
secondary items, are not known. The business operator is given much room to manipulate with
prices per unit. In this way, the prices for concrete paving blocks are very high, at 18 Euros per
M? for concrete paving blocks with thickness of 6.0 centimetres (CM), while those with

“5A nnouncement for awarding the contract, number 632 13 003 511
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thickness of 8.0 centimetres cost 14 Euro.” The tender dossier has about 30 other positions
which in most cases were bid at minimum price of 0.10 Euros or 0.20 Euros. This shows that
the business operator has planned to pave all roads with concrete paving blocks of 6.0 cm and

in this form charge the municipality as much as possible through this contract.

Compared to two previously monitored municipalities, Mamusha and Prizren, which had a
price for concrete paving blocks at 5.6 and 8 Euros, Gjakova pays the highest prices for the
same service. By inflating prices excessively in certain items, where the business operator knows
that large quantities of the item will be used (as is the case with concrete paving blocks in this
tender), the final price of the project may turn out to be way more expensive than it seems
initially in the bid of the business operator. This happens because the concrete paving blocks
in these cases are used way more than all other items taken together, where the company bid
with 0.10 or 0.20 Euros. This means that in the cases where the prices per unit are used in the
framework contracts, the competition is not fair and honest since the lowest bid actually may

turn to be the most expensive.

The commission selected by the municipality recommended that the tender procedure is
cancelled due to mismatch of bid prices with the actual market prices.” However, the
commission considered that the prices are very low, avoiding the high prices in some of the
categories where the municipality would spend the most. Due to wrong development of the
tender dossier, with or without purpose, it allowed room for business operators to bid in such
a way that the prices per unit are not necessarily the cheapest in the total price of the contract.
In this way, in addition to harming the budget of the municipality, such businesses also harm

the fair competition.

Business operator Beni complained to PRB for cancelling the tender and it won the case, and
thus the municipality was ordered to sign the contract with this business operator, regardless of
the fact that the prices were harmful.® Besause of how the scoring system is set up, a business
operator, who in all positions set realistic bid prices, in this case would be more expensive in
terms of the bid. The tender dossier should forecast the quantities needed forthe items, in order
that the inflated prices in the categories where a lot of items are used would be reflected in the
overall value of the bid. It is unheard of that there is the same number of manholes and
concrete paving blocks. In a road where concrete paving blocks are used to pave it, it takes
about 5 to 10 manholes on average depending on how long the road is. On the other hand, the
quantity of concrete paving blocks used is way higher and this should be reflected in the pre-

“*The contract of the Munici pality of Gjakovawith business operator Beni
47Report on tender evaluation, number 632 13 003 511
48Complai nt of business operator Beni to PRB, number 65/13

HKDEDHDHDHD DD DO DO O OO DO IO OO DO O IO IO IO I (D
53



CHAOTIC TENDERS OF MUNICIPALITIES
KDKDHDKDEDIOD DD HDEOD DO DD IO DO O DO D o i<

measures of the tender dossiet.
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TENDER FOR WINTER ROAD MAINTENANCE

The tender for winter road maintenance of the Municipality of Gjakova entered in 2012 was
divided into two lots. This tender of the municipality of Gjakova, the same as the previous two
tenders, had several problems associated with it, and as a result it harmed the budget of the
Municipality. First, the tender dossier of the project was not designed appropriately and
professionally since it left many gaps and did not have clear specifications. Pre-measures of the
tender were also developed in a wrong way. The work of the companies was measured in length
per kilometres and not in work hours or square meters, as it is usually applied in the tendering
of road maintenance. Also, the prices of this tender are very high and do not match the market
prices for road maintenance, i.e. clearing roads from snow. Furthermore, the municipality of
Gjakova, in the tender dossier did not forecast the required technical equipment that

companies shall possess in order to complete their work successfully.

The two winning companies were Cabrati Company, for the first lot, and Lekaj Company for
the second lot. Both of these companies are from the municipality of Gjakova and it is a
coincidence that the name of one of the winning companies corresponds to last name of the

former Gjakova Mayor, under whose authority the contract was signed.

Roads of the Municipality of Gjakova are described in the tender dossier in square metres (M?),
however it was requested that in their responses companies bid in kilometers for clearing the
roads..* This means that regardless the width, the company offered its price for road clearing
per kilometre in two categories. The first category is for salt spreading, which is a common
practice since all roads are cleared in this form, with the exception to unasphalted roads. In the
second category, it was requested that an offer is submitted for clearing roads without salt
spreading. The problem with this way of compiling the tender dossier is that the municipality
changed the standard format of using work hours as a measuring unit, and which is applied by
the Ministry of Infrastructure, or the other standard od measuring the street cleaning per
square meter of services delivered. The municipality in this way invented a new way of
developing premeasures in the tender dossier and scoring system for the bidders. Actually the
Municipality of Gjakova was a special case in the three tenders analysed since there were
essential differences with the tendering standards applied in Kosovo. The same as in two
previous cases, this time too, the varied standards were damaging to the municipal budget.
Furthermore, the tender dossier did not require companies to meet specific requirements

regarding technical and professional suitability. There was no requirement for a certain number

“*Tender dossier for road maintenance in the Munici pality of Gjakova, number 632 12 078 221
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of technical and professional employees, references or contracts with specific amounts, etc.”

Cabrati Company won one part of the contract where they bid with a price of 75 Euros for
clearing one KM of road by salt spreading, and 50 Euros for clearing roads without salt
spreading.” These prices are very high compared to the market prices. Despite the fact that the
pre-measures differ and we did not encounter such formats of tender dossier in any of the
other monitored municipalities or at the Ministry of Infrastructure, we observed that these
prices are way higher when compared to other municipalities such as Prishtina, Gjilan or
Ministry of Infrastructure, whose prices if calculated in length per kilometre cost from 25 to 50
Euros for clearing roads by salt spreading. Thus, for every cleared kilometre, the Municipality
of Gjakova lost between 25-50 Euros.

Lekaj Company had lower prices since they bid with a price of 37 Euros per one kilometre of
clearing the roads by salt spreading and 39 Euros per kilometre with salt spreading.® In this
case as well, the estimated quantity was one and the company had room to manipulate with
both prices per unit. While in the first contract the difference between clearing the roads with
and without salt is 25 Euros, in this contract the difference between the two is 2 Euros only,
which is a symbolic amount. The difference in prices between the two contracts is very high,
26% in the first category and 44.3% for the second category, and this should have served as an

alarm to the procurement office when it selected the winning bidder for respective lots.

The Municipality of Gjakova in this tender dossier did not include technical and professional
requirements. Such requirements are set by all other contracting authorities to ensure that the
companies have required equipment and staff members, which makes possible the successful
implementation of the contract. A minimum number of contracts and references, technical
equipment or staff members are required for any company; otherwise, bids may be received
from irresponsible companies and which could fail in implementing the contract. Other
municipalities require companies to have sufficient staff members, adequate technical
equipment, and a number of experts and qualified staff that serves as a guarantee for

appropriate work of the company.

CONCLUSIONS

T ender dossier for road maintenace of the Munici pality of Gjakova, the section on technical and financial capacities
M The contract of the Munici pality of Gjakovawith Cabrati company, for winter maintenance of roads entered in 2012
2The contract of the Munici pality of Gjakovawith Lekaj company, for winder road maintenance entered in 2012
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e Out of three analysed tenders, the Municipality of Gjakova had tender dossiers that did
not comply with Kosovo’s standards and legislation;

e The Municipality of Gjakova had problems with high prices in three analysed tenders;

e The way the diesel price was calculated in Gjakova damaged the budget of the
municipality;

e The way the scoring system and prices are calculated in tender dossiers is wrong,
because the bids with lowest price may be more expensive during implementation as a
result of the game played with prices per unit;

e Tender for concrete paving blocks violated the LLaw on Procurement, since one business
operator was contracted to pave all the roads of the municipality without specific plans
and without any specific value of the contract;

e Tender for concrete paving blocks is a tender with very high prices in two units

e Tender for winter maintenance of roads in the municipality of Gjakova is a tender with

very high prices and it has damaged the budget of the Municipality.
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MUNICIPALITY OF MAMUSHA
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CONTRACT FOR DIESEL AND DIESEL DERIVATES SUPPLY

The Municipality of Mamusha, on 28.04.2014, entered a framework contract with “Flamuri”
company to supply the municipality with diesel and other fuels, for a 36-month period.” In the
procurement process for awarding the contract, three private companies participated, out of
which two were considered as responsible, while one was declared as irresponsible.* Companies
that submitted bids in this tender included Eurokos-Petrol, Flamuri and Auto Kosova Petrol.
Flamuri company was selected as the winning company of the tender. Auto Kosova Petrol
Company was qualified as irresponsible because they did not meet a number of requirements
in the tender dossier. Even though qualified as irresponsible, this company could not have won
the contract since their bid was the most expensive. In addition to diesel supply, the contract
also includes gas, motor oils, anti-freezing water, and windshield water. All items were included
in a single lot. The total price of the contract for 36 months is 100,000.00 Euros.

A specific feature of this procedure was that there was no high interest of big companies to
participate in this tender. Nevertheless, Flamuri Company, did price calculation for diesel
based on documents of HIB Petrol Company®, for prices in the stock market, which company
shares prices based on its membership in PLATTS.

ISSUES IDENTIFIED IN THE CONTRACT

The Municipality of Mamusha buys diesel at a more expensive price than the price of the
product in retail market. The company that calculates diesel price, HIB Petrol, during June
2014, sold diesel at retail for 1.20 or 1.21 Euros. The price of diesel for the Municipality of
Mamusha was calculated at 1.25 Euros.® There is no explanation as to how the wholesale diesel
price for a contract value of 100,000.00 Euros could be higher than the retail market price, as it
is the case with this municipality. This issue was enabled through the format of price
calculation and the format chosen by the institution, since companies bid with premiums
(profits) and on the other hand the institutions do not have access in prices in the stock

market.

The inflated price of transportation has contributed to the increased diesel price for the
Municipality of Mamusha, which was calculated at 3000 Euros per one fuel tank of 30,000

%A nnouncement for awarding the contract, with number 626 14 007 121
54Report on assessment of tenders for diesel supply contract, with number 626 14 007 121

From access to office documents we observed that the Flamuri company used Hib Petrol company documents, and which were addressed
to MPMS

Bl for paying diesel price for June 2014, Municipality of Mamusha for Flamuri company
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litres.”” On the other hand, other companies calculate the price for the same service at 500 —
1000 Euros per fuel tank. At PPRC, they agree that the issue of contracts for diesel supply is
not regulated sufficiently by the secondary legislation, since there are no regulations and
procedures available. On the other hand, this has enabled institutions and businesses to have
more room to increase the value of contracts of this nature. Institutions work with stock
market prices despite the fact that they don’t have access to the stock market and they trust the

prices that are submitted by private companies.”

Another company with which we compared diesel prices, “Graniti Petrol”, which also won
several tenders in municipalities, calculated the price for diesel transportation at 1000 Euros
per 30,000 litres. The same quantity of diesel and the same service is charged to institutions are
highly varied prices. The core problem with the diesel transportation price is that it is not part
of the evaluation of bids. The higher the price of the diesel transportation does not harm the
company and it does not diminish its chances to win the contract. On the other hand, the
premium may be low or reasonable, and the diesel price could still be expensive compared to
market prices. Kosovo institutions, in this case the Municipality of Mamusha, do not have
access to diesel prices in the international stock market, and it is impossible to monitor price
variations. Prices submitted by private companies may also be accurate and valid, due to
lacking of comparable data, there is a possibility that those prices are inflated.

PPRC did not regulate this field with secondary legislation despite the high value of diesel
contracts entered with all institutions. The lack of legal provisions has affected that various
budgetary agencies enter various contracts; some based on premiums others in fixed prices,
which may be reviewed in cases when prices in the international stock market go through big
changes. CPA, despite its legal responsibility, did not enter a centralized contract for diesel
products, which would be easier to supervise and control the price and quality by supervision

institutions, and it would get the value for the money.

In other items of this contract, there are same issues, since the items are more expensive than
the prices in retail market. The municipality in these cases shall be careful so that the products
that are offered do not exceed the price of the same in the retail market. Thus, the contract for
diesel supply also includes the supply with motor oils, where the price per litre is 8 Euros, the
windshield water is 1 Euro per litre, and anti-freeze water is 2.5 Euros. All prices in this

contract are slightly higher than prices in the retail market.

*"Bill of payment for diesel for June 2014, together with monthly average price of the PLATS stock market
>®personal interview with Avdyl Limani, Department of Regulations at PPRC, on 08.10.2014
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PAVING THE LOCAL ROADS WITH CONCRETE PAVING BLOCKS

The second contract analysed by KDI in the Municipality of Mamusha was the contract for
paving roads with concrete paving blocks. The purpose of analysing this contract is that
through this report, the differences in prices and requirements defined in the application in the
tender dossier for businesses are observed. The value of this analysed contract is 34.556,40

Euros®, which a relatively high value for the budget of the Municipality of Mamusha.

Contrary to previous contracts, where the municipality entered a contract with a higher price
of the product than its price in retail, in this tender the prices are below the average of the
Kosovar market. In this case, the business operator bid with a minimum price or without any
profits at all, if the pre-measure of the tender dossier represent the actual situation in the field.
To have competitive prices, it seems that high interest of companies to bid for this tender had

the largest influence.

For this tendering call a total number of eight companies applied, out of which five were
responsible, while three company were considered as irresponsible by the commission for the

review of bids, due to lack of documentation. Responsible companies in this tender included:

Bidders | Name of the business operator Address Price in €
1 N.N.SH. CO-ING Prishtiné 43,186.80
2 Flori SHPK Suhareké 34,556.40
3 NPT Bamirs Suhareké 60,204.00
4 Erst-Bau SHPK Suhareké 43,408.20
5 NPN Renelual Tahiri SHPK Prizren 50,390.40

Table 9 —Comparison of Bids for Concrete Paving Blocks received by the in Mamusha

As it is shown in the above listed table, the difference between the winning company with all
others that submitted bids is very large. All bids were within a competitive range although the

*Announcement for granting the contract, with number 626 14 010 521
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difference between the lowest and the highest bids is 42.6%. If prices per unit are considered,
some controversial prices may be observed, since they do not even closely match the market
prices; they are very low and it is impossible to complete the work in the required quality and
format. The digging of the road in pre-calculation was described as being of categories IV and V,
which is a very difficult area, while the company bid with 0.10 per M. Paving the concrete
paving blocks in 8cm thickness was bid with 5.65 Euros, which is a much lower price than the
market price, since the same item in the market costs from 10 to 13 Euros. Also cleaning the
area for a metre in length was at very low price, at 0.14 Euros per m”.® If the municipality of
Mamusha managed to get the required quality of works and if it had accurate pre-measures in
the tender dossier, then it benefited from a very favourable contract with this operator. Usually,
cheap contracts result with delays and low quality of works, which increase the need for more
rigorous supervision by contract managers and commission for technical acceptance of the
works. A total calculation of prices per unit for 4000 m? the municipality got a price of 8.63

Euros per 1 m”.
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- VMauu deml\g w.ndm_mc ‘-htl'l_lu\c knmmlluuc stabile pi.ruuw rrug,u‘.'\_ _m' | 80000 1 E_; 1% iﬁ B ’.]_dl;{"'_‘

2 Pastrimi i terenit nga materialet ¢ ngurta, Llnlluuc dhe flm.ndn-.J.: ¢ mrethojave | sy
g né vendet ku parashihet sipas projekiit - 800.00 2*
L 2t ku parashihet sipas projektit LR o4 | 112
| 3. | Germimi i gjere i trupit te rrugls knlcgnrisi_.‘_e. EIV-V, d=15 cm m' 4,800.00 QA0 [n 5§LL_|'p
4 Planifikimi dhe nkjcshja ¢ siptrfages se bazamentit 1 rrlu,i!- deri (& arrihet 5 Il I - o2
o ngjeshja ¢ kérkuar sipas pershkrimit teknik. s H000%0- | C):/Il.’ Lt '\)U '
Furnizimi i materialit dhe montimi i \l.'uon.‘\c & betonit 8x20x100 cm (@ i 1 i R
5. parapErgatitura, duke llogaritur edhe bazén nga betoni ptr shtangim dhe m!' 1,400.00 @
| mbushjen ¢ fugave. 2. - 2 XC0
6 Furnizimi i materialit dhe betonimi me beton MB 30 pt‘r\knj(.nmsh) kubbzave '__,-___-_ s ==
| n& vendet ku nuk mund 1¥ vendosen skajorit, ® il 1 - 2(;( Fi
7 Furnizimi, transporti dhe vendosja ¢ shiresds sé tamponit 0-31.5 mm me trashdsi d-15 . B I o
" | em (n€ gjendje ¢ ngjeshur. ) ) gl 4,000.00 0, L0 ﬂ Gee i
8 Furnizimi dhe shiruarja ¢ shiresés rrafshuese 4-8 mm me trashgsi 3-5 cm nén kubdiza 3 - B i
) si dhe mbulimi i fugave dhe pastrimi | kubdzave pas pérfundimit 1 punimeve s 4.000.00 o0 1,1 (80
9 Furnizimi dhe shiruarja n mug€ ¢ kubzave & betonit me trashési t-8 em, si dhe 7 | w2
) mbulimi i fugave. m 4,000.00 5 ¢y 22 6'[.(4 i
—— 4 7 J o
10. | Punimi me zhavorr | bankinave n@ (@ dy an€t ¢ ruges dhe ngjeshja sipas projeklit. m' 1600.00 | (i‘)\O "C,(rw
Germimi i dheut per kanalin ¢ ujerave atmosferike né giertsi dhe nt thellising ¢ ) | )
11. | nevajshme me projekt, nivelimi dhe planifikimi me piernési gjatésore sipas | m' 300.00 |
standardeve. I | 0,50
12. |F tlm!flll'llll_fht’_\rt‘ft_l:‘.\jd ¢ rérds nén, anash, dhe mbi gypat ¢ huomt dhe anhnmn m’ 300.00 | ”E'_,_-hg'g. S el
43, | Fumnizimi dhe mhmil;.n. kanalit me zhavorr fraksion 0-31.5 mm deri né niveline S | | T
. o . u = m! 300.00 :
rugds duke ¢ ngjeshur né shiresa né piesin ku kalon né rrugd. C, 5¢C
Furnizimi Irrn\pumdln. montimi i tubave 1& brinjézuar PE SN4 @ 315 mm p pi‘r N | — B
kolektordt kryesort, planifikimi dhe nivelini i kanalit dubet 1 jet@ sipas m' 300.00
standardeve, ) ,I -

Table 10 - A snapshot of Pricing Schedule from the Tender Dossier

Contract of the munici pality of Mamusha with Flori Company for paving the roads with concrete paving blocks, number 626 14 010 521
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CHAOTIC TENDERS OF MUNICIPALITIES
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CONCLUSION

Fuel supply contract:

The contract for diesel and other fuel supplies was entered with a company that offers diesel at

a higher price than the price of the item in retail in the market;

The inflated transportation price contributed to the increased diesel price, which for a fuel
tank of 30,000 litres, is calculated at 3000 Euro. The same quantity of diesel and the same

service is calculated at varied prices for different institutions;

The municipality of Mamusha has entered a contract with abnormally low price per M*which
risks that the work in the field is not delivered qualitatively and in line with requirements set

by the municipality.
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