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Standard Summary Project Fiche for the Transition Facility

1. Basic Information
1.1 CRIS Number: 2004/006-245-01-01
1.2  Twinning Number: LV/2004/IB/EC/01
1.3 Title Public Procurement system (strengthening)
1.4  Sector: Free movement of goods
1.5 Location:
¢ Procurement Monitoring Bureau, Riga, Latvia

2. Objectives

2.1  Overall Objective(s):
Ensure that public bodies obtain quality goods and services at economical most advantageous
conditions.

2.2 Project purpose:

To ensure proper functioning of procurement system in the classical sector and prepare the utilities
sector procurement for the new acquis;
To develop the overall electronic publications system.

2.3 Justification

The European Commission Monitoring Report states that:

In the field of public procurement, Latvia's legislation is largely in line with the acquis. The
amendments, which entered into force in July 2003, brought significant progress to the legislation
covering classical sectors. However, some additional adjustments are still required, notably with
respect to thresholds and several exceptions. The legislation covering utilities also needs to be
amended, in particular as regards coverage and publicity. The Procurement Supervision Bureau has
been established and is operational. However, administrative structures need to be further strengthened
in order to comply with the requirements of the acquis.

3. Description
3.1 Background and justification:

By the 1% quarter of 2004 Latvia will have amended its legislation in the public procurement sector in
accordance with the acquis.

However, assistance is required to adjust the Latvian procurement system, in the classical sectors, to
the new Directives. As Latvia has recently adopted the new amendments to classical procurement
regulations to adjust the system to the current acquis, assessment of the changes and possible
improvements is needed.

Besides, to ensure full compliance in the public procurement sector with the new Directives a public
transfer system needs to be developed, which determines that only electronically sent notices will be
published.

Latvia has already started adjusting electronic publication system to ensure correspondence with the
requirements of the Official Journal e-sender procedure. However, the Procurement Monitoring
Bureau (PMB) has to develop the e-procurement system that forms part of the e-government program
and set an electronic procurement system to ensure compliance to the new EU Directives 2004/17/EC
and 2004/18/EC.
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The PMB has developed the strategic vision of procurement electronization, which has been approved
by the government. The first step — development Public Procurement Portal has been done already, the
second step - introduction of electronic procurement procedures needs to be realised.

However the present activities are not sufficient, since in order to ensure full compliance with the new
Directive, full tender information has to be provided on the Internet. As most Member States have
introduced electronic procurement, e-catalogue system building should be ensured for development of
qualitative e-procurement system in Latvia.

The assistance is needed to solve technical and institutional problems as well. Due to the lack of
experts, mainly in the field of Information technologies, PMB still faces a number of challenges
related to implementation of principles that are behind requirements of the EU directives. These
principles in the EU are substantiated by long-standing traditions and methods of their implementation
are proved by years of experience. PMB lacks capacity to take a lead and assume responsibility for
managing the change.

Finally, after accession the PMB will encounter new challenges stemming from greater responsibility
of the Member State status. Consequently, there is a need to prepare the PMB itself in institutional
terms, as well as its management and staff so that they are on equal footing with their future partners.
To strengthen the quality management of the PMB, another project in the framework of the twinning-
light programme will be prepared in the 2™ quarter of 2004

3.2 Linked activities:

Latvia benefited from the assistance in public procurement in the framework of Phare project:
"Improvement of Public Expenditure Management" (LE2000/IB/FI/01) in 2001-2002 component No.2
“Procurement”. Within the project following activities were held:

* Situational Analysis

* Development of Guidance on Public Procurement Procedures

» Pilot Testing and Finalisation of Procurement Guidelines

*  Programme of training seminars

*  Development of the Bureau for Monitoring Public Procurement

*  Development of internal procedures

* Training of Bureau Staff

* Review of Level of Centralisation of existing Procurement

*  Provision of IT equipment
Proposed Transition Facility project will be a logical continuation of aforementioned activities, as it
will be aimed at bridging remaining gaps of Latvia's public procurement system and will in no kind
overlay the previous activities.

3.3 Results:
Guaranteed Twinning Results:

e “Classical sector” procurement legislation revised [Activity 1]

* Consultations on preparation of legislation transposing the new directive in the “classical
sectors”, on supervision of the utility sector procurement, on the praxis of Court of Justice on
the classical sector procurement ensured [Activity 1]

* Manuals regarding the new directive in the “classical sectors”, supervision of the utility sector
procurement and praxis of Court of Justice in the classical sector procurement prepared
[Activity 1]

* Procurement legislation is set to be in line with the new acquis [Activity 1]

* E-procurement system is operational [Activity 3, Activity 4]

* Procurement monitoring bureau staff acquainted with the requirements of electronical
publication transfer to the Official Journal of the European Communities, with electronic
auction issues, with electronic document development. [Activity 2, Activity 3, Activity 4]

Results:
Electronic catalogue infrastructure is suitable for operation [Service component]

3.4  Activities:
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Twinning component
The activity is regular twinning for 10 months .

1. Revision of classical sector procurement legislation and consultations on utility sector

procurement

- consultations on the possible improvements to classical sector procurement

- consultations on preparation of legislation transposing the new directive in the “classical
sectors”

- consultations and advice on supervision of the utility sector procurement

- consultations and advice on the praxis of Court of Justice on the classical sector procurement

- preparation of manuals regarding the new directive in the “classical sectors”, supervision of the
utility sector procurement and praxis of Court of Justice in the classical sector procurement

This activity will need 3 short term experts for 1 month each in the field of legislation development

and utility sector procurement.

2. Development of the e-sender qualification procedure to ensure correct electronical
publication transfer to the Official Journal of the European Communities:

- consultations and advice on e-sender qualification procedure;

- training for institutions that are contracting authorities;

- seminars on requirements for electronical publication transfer to the Official Journal of the
European Communities for up to 30 people.

This activity will need 2 short term experts for 1 month each in the field of electronical publication
transfer.

3. Support in development of the maintainer of electronic catalogue infrastructure;

- training of trainees on new procurement procedures;

- seminars on dynamic procurement systems and electronic auctions for up to 50 people

- consultations and advice on electronic catalogue usage.

- preparation of guidelines on electronic catalogue usage;

- study visit to a relevant twinning partner institution;

- study visit to the e-procurement managing institution for 4 PMB officials.

This activity will need 4 short term experts for 2 months each in the field of electronic procurement
— dynamic procurement systems and electronic auctions.

4. Assistance in electronic document development:

- consultations and advice on electronic document development;

- seminar on electronic document development for up to 30 people.

This activity will need 2 short term experts for 2 months each in the field electronic documents and
electronic signature.

Profile of the RTE:

* Comprehensive and practical 5 years experience in e-procurement procedures;

* Knowledge of legislation and regulations in the field of e-catalogues or dynamic procurement
systems;

* Specific knowledge of the European policies, associated strategic documents and regulations in
the field of information system security;

* Ability to analyse the different strategies and adapt these to the local environment and understand
its constraints and possibilities;

*  Ability to think strategically;

* Excellent English language skills and computer literacy.
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Twinning expert profiles:

* Comprehensive and practical experience in the Twinning subject

* Specific knowledge of the European policies, associated strategic documents and regulations in
the needed field.

e Ability to analyse the different strategies and adapt these to the local environment and understand
its constraints and possibilities;

* Ability to think strategically;

* Excellent English language skills and computer literacy.

Service component

Support in development of the maintainer of electronic catalogue infrastructure
- building of the electronic catalogue system for introducing electronic procurement.

3.5 Lessons learned:

Recommendations of SMSC meeting of April 2003 state that “...special attention should be paid to
adequate staffing in the Public Procurement Monitoring Bureau with proper technical profile.” The
staff of the PMB has increased, additional equipment has been purchased, however the capacity of the
information system is still inadequate to ensure managing the activities in the field of information
technologies — fulfilling the requirements of the e-sender procedure and introduction of e-
procurement.

The Follow up of Interim Evaluation of 2002/2003 state that “...the National Administration and
Commission Services should consider providing further assistance for IT improvement in the area of
public finance. But this should be given only if it is accompanied by assistance for improving
administrative capacity and modifying the existing management practices so as to accept management
change. This should especially include the strengthening of the human resource departments in all
public finance agencies.” PMB has increased the number of staff from 22 to 27 officials in the year
2003 and this number needs to be increased to 35 by the end of 2004 to ensure that PMB is fully
operational.

4. Institutional Framework

Overall management of the project will be the responsibility of the Head of Procurement Monitoring
Bureau, who will chair the Project Steering Committee (PSC) that will meet at least three months
during the implementation of the project. Given impact the project will have on public procurement
system, the project Steering Committee may comprise representatives of other institutions. The PSC
mandate will include regular review the progress reports on the project prepared by the project leader.
The PSC will appraise (and adjust where necessary) the detailed work plans/projections for the
following period. It will design any corrective measures necessary for the success of the project.

The beneficiary institution will be Procurement Monitoring Bureau, which will also be the only owner
of the equipment after the project completion.



5.  Detailed Budget (in €)
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Transition Support

Facility

Investment Institution | Total National Cofinancing | IFI | TOTAL

Support Building TF(=I+IB) ®

Eligible costs

Twinning 325000 325 000 42 000* 367 000
component
Service 195 000 195 000 65 000** 260 000
component
Total 195 000 325000 520 000 107 000 627 000

* National co-financing in terms of Twinning component will provide office space, office support,
salaries for the counterpart staff, travel tickets for the counterpart staff for study visits in EU countries.
[MJoint co-financing, excluding all taxes and duties.

6. Implementation Arrangements

6.1 Implementing Agency
Central Finance and Contracting Agency (CFCA) will be the implementing agency under the Program

Authorising Officer - Deputy State Secretary of the Ministry of Finance. The CFCA will be
responsible for financial implementation of the project.

6.2 Twinning
There will be one Twinning Covenant consisting of four project activities. The twinning expert pool
comprising short-term experts in concrete fields will be involved under all twinning activities. The
expert pool will be lead by project leader. Head of Procurement Monitoring Bureau will be the official
LV contact point for the twinning arrangement (phone: 371 7326719; fax: 7326720; address: Eksporta
6, Riga, LV-1010).

6.3  Non-standard aspects
There will be no non-standard aspects regarding implementation of the project. For the Twinning
component the Twinning manual will be followed.
Ratio: if during project implementation the project cost for some reasons will decrease, the Transition

Facility financing will also decrease proportionally.

6.4 Contracts
e Twinning component for 325 000 EUR (parallel co-financing)
e Service component for 260 000 EUR (joint co-financing)

7. Implementation Schedule

Call for proposals Q32004
Start of project activity Q4 2004
Project Completion Q3 2005

8. Sustainability
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e Procurement Monitoring has planned to increase the staff with 8 officials, who will be responsible
for introduction of e-procurement and providing the e-sender procedure implementation. PMB
will have adequate staff and financial resources.

¢ Procurement Monitoring Bureau has foreseen the maintenance costs of the equipment.

9. Conditionality and sequencing

Conditionality

PMB has developed documentation needed for the start of e-procurement pilot-project and the
activities and consultations with experts in the field of e-procurement within this project will help to
discover and solve possible problems in this field;

Latvian procurement legislation will be fully in line with the current acquis;

Need of equipment is subject of assessment from independent expert opinion;

Respective staff of the PMB has completed training activities that enable practical implementation of
the Latvian legislation transposing the existing directives;

Project Steering Committee is established before project commencement.

Sequencing

As the project components practically do not depend from each other, implementation of activities of
different project components will to a large extent coincide (see Annex 2).

Feasibility study

Latvia has developed a strategy “Usage of information technology in the development of a
public procurement system”. According to the strategy it is expected to save 2 mio. EUR a year from
centralization and from administrative savings. The following aspects are being assessed: number of
transactions, electronic public procurement’s share of total public procurement volume, types of
purchases, speeding up the procurement procedures, transaction costs, and number of bidders.

Annexes to project Fiche
1. Logical framework matrix in standard format
2. Detailed implementation chart

3. Contracting and disbursement schedule by quarter
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LOGFRAME PLANNING MATRIX FOR
Project

PUBLIC PROCUREMENT SYSTEM (STRENGTHENING)

Contracting period expires
15 December 2006

Disbursement period expires
15 December 2007

Total budget :
0.627 MEUR

Overall objective

Indicators of Achievement

Sources of Information

Ensure that public bodies obtain quality goods and services
economical most advantageous conditions

Functioning e-procurement system,
Reduced level of Procurement
legislation infringements

EC reports on compliance with
the Directive
PMB reports

Transition Facility budget : 0.520 MEUR

Project purpose

Indicators of Achievement

Sources of Information

Assumptions

To ensure proper functioning of procurement system in the
classical sector and prepare the utilities sector procurement
for the new acquis;

To develop the overall electronic publications system.

* PMB capacity is suitable for
operation

* Latvian public procurement
system is in full compliance
with the EU acquis

EC reports on compliance with
the Directive

MoF reports

Project reports

Government supports further development
of e-procurement

Results Indicators of Achievement Sources of Information Assumptions

. “Classical sector” procurement legislation revised |E-procurement home page. e MOoF reports Government supports further development
[Activity 1] Number of electronic procurement |, Project reports of e-procurement

. Consultations on preparation of legislation transposing the | users

new directive in the “classical sectors”, on supervision of
the utility sector procurement, on the praxis of Court of
Justice on the classical sector procurement ensured
[Activity 1]

. Manuals regarding the new directive in the “classical
sectors”, supervision of the utility sector procurement
and praxis of Court of Justice in the classical sector
procurement prepared [Activity 1]

. Procurement legislation is set to be in line with the new
acquis [Activity 1]

. E-procurement system is operational [Activity 3, Activity
4]

. Procurement monitoring bureau staff acquainted with the
requirements of electronical publication transfer to the
Official Journal of the European Communities, with
electronic auction issues, with electronic document

development. [Activity 2, Activity 3, Activity 4]

Report to MoF management on new
functions produced

Training held on the requirements of
electronical publication transfer to the
Official Journal of the European
Communities, on new procurement
procedures, on electronic auction issues,
on electronic document development.




. Electronic catalogue infrastructure is suitable for operation
[Service component]
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Activities

Means (indicative)

Assumptions

Twinning component

1. Revision of classical sector procurement legislation and
consultations on utility sector procurement

-consultations on the possible improvements to classical sector
procurement

-consultations on preparation of legislation transposing the new
directive in the “classical sectors”

-consultations and advice on supervision of the utility sector
procurement

-consultations and advice on the praxis of Court of Justice on th
classical sector procurement

preparation of manuals regarding the new directive in the
“classical sectors”, supervision of the utility sector
procurement and praxis of Court of Justice in the classical
sector procurement

2. Development of the e-sender qualification procedure to
ensure correct electronical publication transfer to the Official
Journal of the European Communities:

- consultations and advice on e-sender qualification procedure;
- training for institutions that are contracting authorities.

3. Support in development of the maintainer of electronic

catalogue infrastructure;

- building of the electronic catalogue system for introducing

electronic procurement

- training of trainees on new procurement procedures;

- consultations and advice on electronic catalogue usage.

- preparation of guidelines on electronic catalogue usage;

- study visit to a relevant twining partner institution;

4. Assistance in electronic document development:

- consultations and advice on electronic document

development;
- seminar on electronic document development.
Service component

Support in development of the maintainer of electronic catalogue
infrastructure

RTE:

1 long-term expert for 10 months
Component [

3 short term experts for 1 months
each

Component I

2 short term experts for 1 months
each

Component II1

4 short term experts for 2 months
each

1 study visit for 4 PMB officials
Component [V

2 short term experts for 2 each

Latvian MoF and PMB and is able to
ensure steering and coordination of project
activities as well as to organise relevant
follow up activities upon completion of the
project.

Proper experts designated by the Twinning
Partner.

Support to the project from all
beneficiaries.




- building of the electronic catalogue system for introducing
electronic procurement
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Preconditions

PMB has developed documentation needed for
the start of e-procurement pilot-project and the
activities and consultations with experts in the
field of e-procurement within this project will
help to discover and solve possible problems in
this field;

Co- financing via national budget;

Need of equipment is subject of assessment
from independent expert opinion;

Respective staff of the PMB has completed
training activities that enable practical
implementation of the Latvian legislation
transposing the existing directives

Established Project Steering Committee.
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Annex 2
Implementation Chart

2004 2005

Twinning component

1. Revision of classical sector procurement legislation and consultations on utility sector procurement

Consultations &advise on XX
classical sector

Consultations on X
preparation of legislation

transposing the new

directive in the ‘“classical

sectors”

Preparation of manuals X

regarding the new directive
in the “classical sectors”

Consultations &advise on X [X
utility sector

Preparation of  manuals X
regarding supervision of the
utility sector procurement
Consultations and advice on tl X
praxis of Court of Justice on tl
classical sector procurement
Preparation of  manuals X
regarding praxis of Court of
Justice in the classical sector
procurement

2. Development of the e-sender procedure to ensure correct publication transfer to the Official Journal of
the European Communities:
Consultations & advise X

Training X
3. Support in development of the maintainer of electronic catalogue infrastructure
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Supply of equipment

Seminar
training of trainees

Consultations & advice on
electronic catalogue usage.

preparation of guidelines

Study visit

lke

4. Assistance in electronic document d

evelopment

Consultations & advise

Seminar

Service component

Support in development of the maintai

ner

of

electronic

catalo

gue infras

tructure

Building of the electronic
catalogue  system  for
introducing electronic
procurement

21 May 2004
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ANNEX 3

CUMULATIVE CONTRACTING and DISBURSEMENT SCHEDULE (€ thous.)

2004 2005
I | 1 | m | 1V I | 1 | m | 1V
Contract 1 — Twinning component”
Contracted total:
Transition Facility: 325
Disbursed total: 260 325
Transition Facility: 260 325
National: 11 42
Contract 2 — Service component™”
Contracted total: 260
Transition Facility: 195
National: 65
Disbursed total: 168 260
Transition Facility: 109 195
National: 36 65

" Parallel co-financing
2 Joint co-financing excluding all taxes and duties
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