HOW THE STATE SPENDS OUR MONEY
Public Procurement in Georgia (2015-2017)

i bbﬂﬁ)ﬂ)bﬂmlﬂbm 340330033 Mdd-bdIdGN3ITCM
TRANSPARENCY INTERNATIONAL GEORGIA

I
i

1 5= = 7 | N[
i == | L |
[ ! ' i
. , . P @
, .
§ [ | |
] : ; | s

S EN



Authors: Giorgi Nasrashvili, Lasha Senashvili, Mikheil Kukava
Research supervisor: Levan Natroshvili

B B Sweden
Il Bl Sverige

This report was made possible by the financial support of the Swedish
International Development Cooperation Agency (Sida).



TABLE OF CONTENTS

— —_
< @R NMZ

NO oA WNS<ONO s WS

<

Executive Summary

Introduction

Legal Framework Analysis

Preliminary approval of simplified procurement
Recommendations

New type of two-stage electronic tenders
Recommendations

Abolishment of simplified electronic tenders
Simplified Procurement

Largest procurer organizations

Largest suppliers

Participation of LEPLs in simplified procurement

Participation of state-owned enterprises in simplified procurement
Participation of newly established companies in simplified procurement
Participation of political party donors in simplified public procurement

Procurer organizations with large shares of simplified procurement

Concealed simplified procurement

Tenders

Largest procurer organizations

Largest suppliers

Competition in tenders

Participation of foreign companies in tenders
Participation of newly established companies in tenders
Participation of political party donors in tenders

Failed tenders

Conclusion and Recommendations

© O 0 N N N o »

AD W W W W WNNNN-=?R= = 5 2
N W oo N W o o oo o wwvw o N = = O



EXECUTIVE SUMMARY

The study of public procurement conducted from 1 January 2015 until 30 June 2017 showed the following main

trends:

Legal Framework

Many progressive amendments that can address important problems prevailing in the system have
been made to the public procurement legislation. Of special note are the following three amendments:

o0 The procurer organizations, before carrying out simplified procurement, are now under the
obligation to clear this in advance with the State Procurement Agency;

o0 A new kind of two-stage tenders has been introduced,;

o Simplified electronic tenders have been abolished, only regular electronic tenders remain in
operation.

Simplified Procurement

During the two and a half years covered by the study, the total value of contracts signed through a
simplified procedure amounted to GEL 2.86bn, which constituted 32 percent of the total procurement.
However, in 2016 considered separately, this indicator reached 37 percent, which was a significant
deterioration of the situation compared to previous years;

The largest contracts were signed through a simplified procedure by Gardabani Thermal Power Plant 2
(approximate total amount of GEL 376m), Georgian Transit (GEL 245m) and Thilisi City Hall (GEL 145m);

The total value of contracts signed with the 10 largest suppliers through a simplified procedure amounted
to GEL 1.1bn. The largest supplier was China Tianchen Engineering Corporation which signed only one
contract with Gardabani Thermal Power Plant 2 worth GEL 376m;

The total value of the 10 largest procurement categories under the simplified procurement procedure
amounted to GEL 1.77bn. The largest amount was spent on construction and civil engineering works;

The procurer organizations signed 6,772 simplified contracts worth GEL 93.6m with Legal Entities of
Public Law (LEPLSs);

There were 3,949 contracts worth GEL 57m signed under the simplified procedure with 43 state
enterprises;

There were 25,626 contracts worth GEL 95m signed with newly established companies, including
cases when the contract value exceeds GEL 1m:

o A contract worth GEL 345,000 was signed under such circumstances when signing the contract
preceded the registration of the company or the company was established a few days before
signing a contract;

o0 The problematic cases of this kind highlighted by this report raise questions concerning a
possibility of corrupt deals being made and require attention on the part of relevant authorities
— a corresponding procuring organization, State Audit Office or investigative agencies.

Up to 140 persons who had links with up to 150 supplier companies (former or active shareholders or
directors) that were contracted under a simplified procedure donated about GEL 6m to the ruling party.
The total value of contracts signed with their companies amounted to approximately GEL 75m;

20 procurer agencies purchased more than 70% of goods and service through simplified procedures;



e During the period covered by the study, over 2,400 procurer organizations registered in the public
procurement have not purchased anything though tenders and only used simplified procedures.
Furthermore, according to the State Procurement Agency portal, over 50 procurer organizations
did not use simplified procurement at all, which is virtually impossible. Their procurement through
tenders could be seen but no contracts signed as a result of a simplified procurement procedure can
be found; Transparency International Georgia has been talking about this problem for years now, and
the State Procurement Agency has been informed about this on more than one occasion. Despite
this, the problem has not been addressed, which makes us think that information is being concealed
deliberately.

Tenders
e During the period covered by the study, 66,639 contracts worth GEL 6.1bn were signed:
o During this period, the largest 31 companies signed 1,629 contracts worth GEL 1.36bn;

o The contracts of the highest total value were awarded to Black Sea Group. During the period
covered by the study, the company signed 19 contracts worth approximately GEL 89m; Saba
Construction, which signed 20 contracts worth GEL 83m, comes second in winning the highest-
value tenders.

e Twenty-two large procurer organizations (with procurement exceeding GEL 50m) purchased the total
of approximately GEL 3.1bn worth of services through tenders;

e The total value of the 15 largest procurement categories in tenders amounted to GEL 4.67bn with
29,334 contracts signed. The largest amount was spent on construction and civil engineering works;

e Competitionintendersincreased by approximately 10 percent: an average number of tender participants
in 2015 was 2.03 while, for the first half of 2017, this indicator increased to 2.22. However, in case of
a number of purchasing organizations (both local and central), low level of competition in tenders
remains apparent. For example, all tenders announced by the Tianeti association of kindergartens as
well as 66 percent of Telavi Municipality tenders had only one participant;

e There were 175 contracts worth GEL 247.4m signed with 82 foreign companies as a result of tenders (4
percent of the total value of tenders);

o The winners of the highest-value tenders are companies registered in Turkey, followed by
those registered in Azerbaijan. The largest category of procurement from foreign companies is
pharmaceutical products.

e There were 6,946 contracts worth GEL 200.3m signed with 1,849 newly established companies through
tenders (10 percent of all contracts signed through tenders). For example, a company that won the
tender announced by Rustavi Municipality for GEL 735,000 was founded 20 days after the tender was
announced,;

e Upto 90 persons with links to up to 80 companies (active or former shareholders or directors) that won
tenders donated approximately GEL 3.6m to the ruling party. The number of contracts signed by their
companies through tenders was approximately 1,600, their total value exceeding GEL 360m.

e Contracts were signhed in 71 percent of announced tenders. In 29 percent of cases, tenders failed;

o0 Special attention needs to be paid to the procurer organizations with very high indicator of
tender failure', between 60 and 100 percent;

e 1136 contracts signed through tenders worth GEL 66m were not fulfilled (1 percent of total value of
tenders).

1 Termination, failure or negative outcome of tenders



ll. INTRODUCTION

Transparency International Georgia publishes reports about public procurement in Georgia on regular basis.
The last comprehensive study was published in 2015, covering the issues of 2013-2014.2

This time, we present the analysis of trends in Georgia’s public procurement from 2015 until and including the
first six months of 2017. The report is mainly based on the information retrieved from the State Procurement
portal through our website www.tendermonitor.ge. Unfortunately, however, the State Procurement Agency
remains reluctant to cooperate with us in providing information in a more convenient format.

The first part of the research analyses legislative amendments related to public procurement that were made
in Georgia in recent years; the following chapters contain the interesting findings and suspicious cases
with regard to simplified procurement and electronic tenders. At the end of the report, the key findings are
summarized and recommendations are made on how to address the problems prevailing in both legislation
and practice.

2 Public Procurement in 2013-2014: How Taxpayers’ Money Got Spent, Transparency International Georgia, July 2015: https://
drive.google.com/file/d/0B2mc2XAkbw2tUUJgalhmeGJGRHM/view
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lll. LEGAL FRAMEWORK ANALYSIS

Our previous report on public procurement highlighted the main flaws and challenges in the public procurement
regulation as of 2014.2 This chapter analyses the key changes that took place in 2015-2017, evaluates how
these changes affected the prevailing problems and describes the remaining challenges.

During the period covered by the study, many progressive amendments were adopted to the public procurement
legislation; three amendments that are especially noteworthy will be discussed in detail:

e Introduction of an obligation for the procurer organization to receive preliminary approval of simplified
procurement;

e Introduction of a new type of two-stage tenders;

e Abolishment of simplified electronic tenders.

1.  Preliminary approval of simplified procurement

Simplified procurement is used when goods, services or work costing less than GEL 5,000 are being procured,
or when there is only one supplier with exclusive rights* and no expedient alternative is available.

Simplified procurement has been the most serious problem in Georgia’s public procurement for years. Many
agencies have been abusing legislative exemptions. They overused this tool since there was no requirement
to justify the necessity.

On 1 November 2015, a new regulation came into effect, requiring a preliminary approval of simplified
procurementfromthe State Procurement Agency, whichimplies the need to substantiate simplified procurement.

Along with the rule of approval for simplified procurement, a questionnaire for evaluating compliance with
established criteria has been developed for the procurer organizations applying for simplified procurement.
The questionnaire also contains a part on the substantiation of urgency.

When receiving preliminary approval is impossible, a procurer agency answers questions post factum, that is,
after it makes the procurement.

11. Recommendations

e To prevent the misuse of right to make simplified procurement, it is very important to include the force
majeure clause into the public procurement legislation. Based on Eastern European best practices,
force majeure needs to be described as the situation when human life or health, public good, state or
public security are threatened due to the state of war or emergency, strike, sabotage, industrial strife,
civil unrest, blockade, uprising, environmental catastrophe, natural disaster, epidemic, epizootic threats
or other force majeure factors;

e There must be a regulation envisaging sanctions for the cases when a procurer agency fails to
substantiate the urgency post factum;

e  When the supplier of goods, services or works is a state-owned company, the substantiation must
include the explanation of why a state-owned rather than a private company has been selected —
something the new regulation does not envisage.

3 Public Procurement in 2013-2014: How Taxpayers’ Money Got Spent, Transparency International Georgia, July 2015: https://
drive.google.com/file/d/0B2mc2XAkbw2tUUJgalhmeGJGRHM/view

4 The following instances are not considered to be an exclusive right: a. the likely cost of goods, services, works exceeds
GEL 2,000,000 and there is another supplier abroad, within reasonable territorial proximity, which can provide the same services; b.
the likely cost of goods, services, works does not exceed GEL 2,000,000 and there is another supplier within the country which can
provide the same services.



2. New type of two-stage electronic tenders

From July 2016, one-stage electronic tenders without bidding started operating where competitors were
ranked only according to price. From August 2016, a qualitatively new kind of two-stage electronic tenders
without bidding were put into operation, where competitors are ranked according to various calculable criteria
and based on the best price-quality ratio. The two key novelties about the two-stage tenders are:

e Suppliers submit their price offers in tenders without rounds of bidding;
e The identity of competitors and prices are (temporarily) concealed at the stage of selection-evaluation.

At the same time, still in operation are one-stage electronic tenders where bidding still occurs and which, in
certain procurement cases, represent a more efficient form than a one-stage or two-stage electronic tenders
without bidding.

Therefore, currently, the procurer agencies can use several different kinds of tenders. A procurer decides for
itself which kind of tender to use in order to purchase goods/services/works. For example, there are services
where the reduction of prices occurs during bidding rather than during the principal time. Obviously, in such
cases, it would not be reasonable to refrain from an auction that is, bidding, and use the new kinds of tender.
However, there are cases (construction works) when approximately three-fourths of funds are being saved
during the principal time and approximately one-fourth during bidding.

The old rule, that existed before the two-stage tender without bidding was introduced, did not allow minimizing
expensesinthe process of usingthe procured goods or services. More specifically, this rule prevented thousands
of procurer organizations from purchasing goods that were more expensive but low-maintenance or services
that were expensive but provided by a service facility from a closer geographic proximity. Furthermore, the
quality components of the formula (priority, maximum quality score and quality received) could not determine
quality in reality. The evaluation of a tender offer would be performed separately by each individual member
of a tender commission giving corresponding points with room for discretion and, correspondingly, a problem
of subjectivity would be present.

Since procurer agencies decide for themselves which kind of tender to use in order to procure goods/services/
works, it is very important for them to consider whether it is better to save that one-fourth during bidding and
hold a tender with an auction or not to save this one-fourth and hold a tender without an auction thus avoiding
such risks as: 1) purchasing cheap but high-maintenance goods or cheap but geographically remote services
or (2) tender being won with unrealistically low prices.

If the costs that are incurred because of these risks being realized significantly exceed the one-fourth of
the tender value that can be saved through bidding, naturally, one- or two-stage electronic tenders without
bidding are a better alternative.

In addition, tenders without auctions have a potential to minimize the risks of a deal being struck between a
procurer agency and a supplier. When one-stage tender with auction is being held, everyone can see what
documents were submitted by suppliers, what price they offered and so on. Currently, for tenders without
auctions, all of this information has been concealed for both procurer agencies and suppliers. Even the State
Procurement Agency itself will not have access to this information. During the bidding process, this information
will only be accessible by the National Agency of Public Registry, which technically serves the system of the
State Procurement Agency and the two Agency staffers assigned by the Public Registry. Upon the completion
of a tender, the information will become available to everyone, allowing all participants to evaluate the tender.
The system will automatically open only the lowest bidder to the procuring agency. The procurer agency will
evaluate the offer and, if it complies with the tender documentation requirements, will begin the procedure of
procuring from this supplier. If the offer of the first competitor is not satisfactory, the system will automatically
open the offer of the second lowest bidder and so on. This will motivate the suppliers to offer the procurer
agency real and, at the same time, favourable prices and refrain from engaging in an unreasonable competition
against each other.



2.1. Recommendations

Information Security

Once a tender is closed, the problem of preventing the risks of information leaks moves even higher on the
agenda and becomes more pressing, specifically, the protection of information from unauthorized access and
unauthorized changes. To prevent these risks, the State Procurement Agency must adopt information security
policy, namely:

e Fulfil the information security requirements envisaged by the Law on Information Security, the
corresponding government decree and the Data Exchange Agency’s corresponding order;

e Adopt the Incident Management System (and not just Incident Registry), which implies 24-hour
monitoring of incidents. Such a system will allow the management to regularly monitor the incidents
occurring in the system, to qualify and analyse these incidents and, together with the Public Registry,
make relevant corrections in the protection mechanisms of the unified electronic public procurement
system;

e As stated in the State Audit Office’s 2016 audit report on the effectiveness of the unified electronic
public procurement system, for providing a stable, uninterrupted and reliable operation of the electronic
public procurement service, the State Procurement Agency must develop a Business Continuity Plan
(BCP). The BCP would be independent from the Pubic Registry and include a Disaster Recovery Plan
and Recovery Time Objective for the service.

Selecting the type of electronic tender

As we mentioned earlier, selecting the type of a tender is the responsibility of a procurer agency, which is a
correct approach in principle. However, since there are approximately 4,500 procurer organizations in the
country and vast majority of them do not have information about how much money can be saved in which
case, the role of State Procurement Agency in providing them with this information is especially important. We
believe that the State Procurement Agency must:

e Analyse the most frequently used CPV codes in order to determine whether a particular type of a
tender allows to save funds when certain goods/services/works are procured;

e Study the starting price and subsequent costs (maintenance costs) of goods/services/works of the
same CPV codes procured through one-stage tenders with bidding rounds (auction) and one- and two-
stage tenders without auction and provide the procurer agencies with both the results of the analysis
and corresponding recommendations;

e Observe what part of the amount is saved during principal time and what amount is saved during
the bidding in case of one-stage tenders with auction. As we mentioned above, one-stage electronic
tenders where bidding still occurs, in some cases, represent a more efficient form of procurement than
one- or two-stage electronic tenders without bidding.

Making two-stage electronic tenders real

There is a need to speed up the implementation of the legislative amendments envisaged by the Roadmap on
the implementation of the public procurement chapter of the EU-Georgia Association Agreement’s Deep and
Comprehensive Free Trade Area. It will make the two-stage electronic tenders introduced on 1 August 2016
actually two-stage — a very effective tool of determining compliance with tender requirements, as demonstrated
by the experience of the European Union.

3. Abolishment of simplified electronic tenders

On 6 April 2017, the Parliament passed a number of amendments to the public procurement legislation.> One
of the main changes was the abolishment of the practice of simplified electronic tender. It differed from a
regular electronic tender by being held within a shorter period and with simpler procedures. When simplified
tenders were announced, all procedures were carried out within an unreasonably short time, which significantly
reduced the chances of participation for many potential suppliers. Therefore, this is a welcome change.

5 https://info.parliament.ge/file/1/BillReviewContent/148248
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IV. SIMPLIFIED PROCUREMENT

Simplified procurement is a form of public procurement that public institutions resort to in the case of
procurement with a value below GEL 5,000 or when the provision of construction works is the exclusive right
of a single economic agent. Other exceptions in which simplified procurement is used are determined in
the Law of Georgia on Public Procurement. In the case of simplified procurement, the procurer concludes a
contract with any desirable supplier.

Simplified public procurement is associated with high risks of wasteful spending as, in these cases, there is no
possibility to reduce prices — something that is ensured by the participation of competitor companies when
a tender is announced. At the same time, awarding contracts bypassing the transparent system of electronic
procurement increases the risks of corruption as contracts could be signed with the companies that are linked
to the government.

This chapter reviews and analyses noteworthy trends identified in simplified public procurement from 1January
2015 until 30 June 2017.

In 2015-2017, the total value of contracts signed because of simplified procurement amounted to GEL 2.86bn.®
For reference, the total value of contracts awarded as a result of tenders for the same period amounted to GEL
6.1bn (see Figure 1).

Figure #1. Simplified procurement statistics
(2015-2017)
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In our 2015 report, we wrote that the share of simplified procurement in total procurement had been reducing
each year, reaching 32.2 percent in 2014.7 In 2015-2016, this indicator increased again, reaching 33.7 and
37 percent respectively (see Figure #2). According to the State Procurement Agency, the increase in the
share of simplified procurement in 2016 in public procurement was caused, among other factors, by the
implementation of four large projects (in thermal power, railway and tourism sectors). It is not clear, however,
why the implementation of these projects was not possible through tenders.

6 It is possible that the 2017 data is incomplete since, in a number of cases, procurer organizations may have registered the
contracts signed as a result of simplified procurement in the system at a later stage.

7 Public Procurement in 2013-2014: How Taxpayers’ Money Got Spent, Transparency International Georgia, July 2015:
https://drive.google.com/file/d/0B2mc2XAkbw2tUUJgalhmeGJGRHM/view
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Figure #2. Share of simplified procurement in public procurement
(2013-2016)
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1. Largest procurer organizations

In 2015-2017, the total value of the contracts signed by the 10 largest buyers through simplified procurement
procedure amounted to GEL 1.38bn. The largest buyers were LLC Gardabani Thermal Power Plant 2, Georgian
Transit and Thilisi City Hall (see Figure #3).

Figure #3. Largest procurer organizations using simplified
procedure (2015-2017)
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2. Largest suppliers

In 2015-2017, the total value of the contracts signed with the 10 largest suppliers through simplified procurement
procedure amounted to GEL 1,104,589,384. The largest supplier was China Tianchen Engineering Corporation
that has only one contract worth GEL 376m with Gardabani Thermal Power Plant 2 (see Figure #4).

"



Figure #4. Largest suppliers contracted through simplified
procedure (2015-2017)
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3. Participation of LEPLs in simplified procurement

In 2015-2017, procurer organizations signed simplified procurement contracts with Legal Entities of Public Law
(LEPLs) too. In total, 6,772 such contracts were signed, amounting to GEL 93.6m. Among LEPLs, the largest
supplier was the Security Police Department with the approximate amount of GEL 80m (see Figure #5).
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Figure #5. Contracts signed with LEPLs through simplified procedure
(2015-2017)
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As for the procurement categories, the largest contracts signed with LEPLs are related to the investigation and
security services (see Figure #6).

Figure #6. Largest procurement categories according to simplified
procurement contracts signed with LEPLs (2015-2017)
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4. Participation of state-owned enterprises in simplified procurement

In 2015-2017, 3,949 contracts worth GEL 57m were signed with 43 state-owned enterprises.® As a rule, signing
simplified procurement contracts with state-owned companies creates an uncompetitive environment for private
sector. Among the state-owned enterprises, the largest contracts were awarded to JSC ElImavalmshenebeli [a
locomotive manufacturing plant] (see Figure #7).

Figure 7. Simplified procurement contracts signed with state-
owned enterprises (2015-2017)
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The largest procuring organizations which signed contracts with state-owned enterprises are the Social Service
Agency and Georgian Railway (see Figure 8).

8 An enterprise where more than 50 percent of shares are owned by the state.
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Figure 8. Largest procurer organizations contracting state-owned
enterprises (2015-2017)
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The largest procurement categories of simplified procurement contracts signed with state-owned enterprises
is that of the healthcare services (see Figure #9).

Figure #9. Largest simplified procurement categories with
participation of state-owned enterprises
(2015-2017)
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5. Participation of newly established companies in simplified
procurement

In 2015-2017, there were many cases when simplified procurement contracts were signed with newly
established companies.® Specifically, during the period covered by the study, 25,625 contracts worth GEL
95m were signed with newly established companies. There were cases among them when the contract value
exceeded GEL 1m.

See Tables 1and 2 for the list of the largest newly established suppliers and the largest procuring organizations
which contracted them through simplified procurement procedure.

Newly established company Contract value (GEL) Number of contracts
ENCO, LLC 2,171,457 6

Grato Light, LLC 1,720,786 1

Baker, LLC 1,621,773 6

Universal, LLC 1,519,207 4

G Service, LLC 1,024,119 5

Geo-Transauto, LLC 934,625 7

Koshki, LLC 903,706 6

Architex, LLC 719,991 2

Skywings, LLC 686,306 13

9 For the purposes of the study, a company was considered newly established if less than one year separated its

establishment from the moment of signing a contract.
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Number of

Value of contracts contracts
Total . . . Percent  Percent

Procurer signed with signed

o Total value number of . : share of share of
organization contracts newly established with newly value number

companies (GEL) established
companies
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National Agency for
Cultural Heritage
Preservation of 5,894,297 1,342 el - (= SLEl
Georgia
Gardabani
Municipality 1,424,674 |634 759,734.41 37 665 584
Dusheti Municipality 4.906.628 1,013 735,522.92 151 14.99 14.91
Akura, JSC 14135656 752 727,821.32 41 515 5.45
Delta International,
LLC 2000062 601 713,714.8729 55 35.68 915
Kareli Municipality 2039,043 283 674,533.37 24 33.08 8.48
Zugdidi Municipality 4,335,666 537 623,472.04 70 14.38 13.04
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Especially interesting are the cases of simplified procurement when signing a contract preceded the company
registration date or when a company was established several days prior to signing a contract. The total value
of such contracts amounted to GEL 345,000.

Table 3 lists the contracts the value of which exceeded GEL 100,000 and that were signed through simplified
procedure with the newly established companies based on how short was the time between the date of

signing a contract and that of registering the company.

Table 3. Simplified public procurement contracts signed with newly established companies (2015-17)

Contract

Difference between the date of
company establishment and the

Value Procurer organization Supplier date of singing a contract
(number of days)
Vano Sarajishvili Tbilisi State .
311,850 Conservatoire AHK Georgia, LLC | 0.00
195,209 Delta International, LLC Skywings, LLC 11.00
165,604 Delta International, LLC Skywings, LLC 11.00
114,999 Aspindza Municipality Kilda 2015, LLC 12.00
2015 Youth Olympic Festival
597,789 Organizing Committee LIS RS (S0
Enterprise Development Agenc Premium Events, 58.00
177,271 P P 9Ny e '
Georgia Innovation and .
105,818 Technology Agency Skillup, LLC 64.00
M1.621 Zugdidi City Municipality Gienos, LLC 66.00
Ivane Bokeria
Social Service Agency Thilisi Referral 67.00
009 Hospital, LLC
Ozurgeti Municipality .
1387717 | Administration Universal, LLC 76.00
. . Sommelier
211423 National Wine Agency Sakartvelo, LLC 84.00
Roads and Amelioration Systems
Management Department of the
130,000 Govern.ment Qf the Autonomous Kusa, LLC 97.00
Republic of Ajara
119743 cEale L tinclle Skillup, LLC 97.00

Technology Agency
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6. Participation of political party donors in simplified public
procurement

In 2015-2017, about 140 people linked to approximately 150 simplified procurement supplier companies
(their former or active shareholders and directors) donated up to GEL 6m to the ruling party. The number of
contracts awarded to their companies during the period covered by the study exceeded 11,000, their total
value amounting to approximately GEL 75m (see Table 4).

Amount of Number of

Donor/Related Company Contract value (GEL)

donation (GEL) contracts

Zauri Tskhadadze 120,000

Tegeta Motors 120,000 33,637,496 861
Amiran Adeishvili 110,000

Polimeri 1, LLC 701,077 9
Gocha Enukidze 105,000

Ibercompany, LLC 118,000 1
Rapiel Suramelashvili 105,000

NOVA GROUP, LLC 285,888 2
Natalia Sharashidze 100,000

Balavari, LLC 42,000 1
Simoni Gegelashvili 95,000

Aviasatsvavservisi 428,320 3
Davit Kiguradze 91,000

Klimati, LLC 15,998 1
Irakli Kapianidze 90,000

Property Management, LLC 10,720 1
Tornike Chkheidze 80,000

Constrtlfc?t?(i)i mnaineering & 3,440,810 /

Giorgi Chrdileli 70,000

GCG, LLC 7434 1
Ivane Maghlakelidze 60,000

Elektroni, LLC 257785 1
Davit Jashi 60,000

BetterFly, LLC 1,268,317 20

DDB Georgia, LLC 271,240 2
Davit Kvernadze 60,000
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GeoAds, LLC
Lasha Kvachadze
SOS Assistance
llia Chkhikvishvili
Arkikultura
Avtandil Gazdeliani
Elektroni, LLC

Levan Rekhviashvili

Georgian Service Network, LLC

Giorgi Managadze

A. Tsulukidze National Centre of
Urology, JSC

Diamedi
Irakli Kervalishvili
Tsotne, LLC
Davit Baindurashvili
Balavari, LLC
Aleksandre Kharebava
Winery Khareba, LLC
Avtandil Maghradze
FRANCE-PLAST, LLC
Aleksandre Khetereli
ABM, LLC
Davit Tabatadze
Elektroni, LLC
Otar Kikalishvili
Dika
Aleksandre Ivanishvili
Tornado+, LLC
Giorgi Gabunia
Construction Service, LLC
Davit Shengelia
Casa G, LLC
Grigol Mikeladze
Isani Trade Centre, LLC

Levan Aroshidze

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

59,000

55,000

55,000

53,000

20

51,330

15,000

6,640,497

257,785

14,820

80,430

90,470

93,075

42,000

322,500

286,912

1,571,801

257785

600,268

24,000

973,086

8,410

15,349

18
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Boran Sopkimia
Kakhaber Kapanadze
Elko, LLC
Giorgi Kiladze
Varzia, LLC
Nikoloz Khmaladze
Energy Supply Systems, LLC
Elektroni, LLC
Nikoloz Nebulishvili
Polycorp, LLC
Giorgi Shengelia
Casa G, LLC
Aleksi Morchiladze
ICES, LLC
Klimati, LLC
Zurab Gabinashvili
New Light
Giorgi Tsintsadze
Photoplaza+
Zviad Toidze
IN-SI

Nugzar Khutsishvili

United Water Supply Company
of Georgia, LLC

Archil Loladze
Arili

Aleksandre Sulaberidze
Albatross Company, LLC

Davit Dzebniauri
Balavari, LLC

Ivane Nikolaishvili
Foodservice, LLC

Gela Dzidzikashvili
GBA[|

Vazha Usanetashvili

Arsakidze-2000, LLC

52,000

50,000

50,000

50,000

50,000

50,000

50,000

50,000

50,000

50,000

50,000

48,000

40,000

40,000

40,000

38,000

21

393,325

1,625,055

926,500

14,331
257,785

2,400

8,410

691,811
15,998

126,539

112,610

6,190,062

33,100

12,662,645

262,904

42,000

546,475

19,375

12,891,522

12

1

1



Levan Gogsadze
GT Group
Gia Andghuladze
ArtPalace, LLC
Beka Kikaleishvili
Ibercompany, LLC
Raguli Razmadze
Proektmshenkompani, LLC
Roini Lutidze
Madli
Davit Paichdze
Sakharia
Construction Company leru
Malkhaz Kapanadze
ITG
Rostom Kobakhidze
Metekhara, LLC
Davit Zhghenti
New Road, LLC
Avtandili Chaladze
Mamisoni
Gia Mujiri
Dusan Georgia, LLC
Levan Chikvaidze
Georgian Post, LLC
Lukhum Kartlosishvili
RTD, LLC
Giorgi Markoishvili
Jeu Group

Nugzar Arsenishvili

Techengineering Group, LLC

Nino Kikabidze

Jeu Group

37,950

37,000

30,000

30,000

30,000

30,000

30,000

30,000

30,000

30,000

30,000

27,900

25,000

25,000

25,000

25,000

22

18,810,578

17,348

118,000

2,543,668

1,449,017

7,986,320
46,301

750,669

22,040

39,730,318

48,336,144

352,166

74,668

5,375,473

35,800,984

279,403

35,800,984

38

12

1

1

25

27

1

1

23
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7. Procurer organizations with large shares of simplified procurement

During the period covered by the study, we discovered 20 procurer organizations that tend to avoid using
tenders and whose share of simplified procurement in total procurement (at least GEL 500,000) exceeded 70
percent (see Table 5).

Tota:al val.u.e Total value of Share of simplified
o .- Tender of simplified .
Procurer Organization all procurement  procurement in total
VTR procurement contracts (GEL) | procurement (%)
contracts (GEL)
Sportmshenservisi, LLC 509,208 106,344,824 106,854,032 99.52
Gardabani Thermal Power | g 556 035 | 376 453753 383109785 98.26
Plant 2, LLC
20018 Teiin QIypie Festial o peempn | BRa5285 59,447,804 98.25
Organizing Committee
Enterprise Development 860,837 | 20,091,884 20,952,721 95.89
Agency
National Wine Agency 993,507 16,495,771 17,489,278 94.32
S_‘ga“” Development Agency, | 4 395 549 | 71,241,559 75637108 9419
CreoiglEn Neiems] UM | sgmoes | /mems BEg 50,428,382 93.84
Administration
Service Agency of the Finance | 113 575 15890184 17,004,056 93.45
Ministry of Georgia
Zakaria Paliashvili Thilisi State
S e Bl Thesie 1,265,404 12,995,031 14,260,435 9113
National Agency of State 1686228 | 12,294,296 13,980,524 87.94
Property
Batumi Culture Centre 581,279 4130,692 4,711,971 87.66
Tetnuldi Development, LLC 534,963 3,099,295 3,634,258 85.28
Culture Sphere Sustainability 510,989 2724538 3,235,527 84 21
Investment Fund
Maritime Transport Agency 510,808 2,697,377 3,208,185 84.08
Eeluezifion LineEEnet 3,506701 | 17,842,517 21,349,218 83.57
Information System
Tourism and Resort
Department of the 1,996,857 8,611,836 10,608,693 8118
Autonomous Republic of Ajara
Ministry of Regional
Development and 934,353 3,703,115 4,637,469 79.85
Infrastructure of Georgia
Ministry of Sport and Youth | 43 345266 | 52,407,092 65754,858 7970
Affairs of Georgia
Ceergem Cenir) Elecien 2147131 | 6,877494 9,024,625 76.21
Commission
Financial-Analytical Service 15,808,939 | 44,813,775 60,622,714 73.92

23




In 2015-2017, out of more than 4,100 procurers registered in the public procurement system, 1,611 made
procurements both through tenders and simplified procurement procedures; over 2,400 organizations,
during the period covered by the study, used simplified procurement exclusively without signing a single
contract through tender’. During the reporting period, these agencies (with the exception of the Georgian
diplomatic missions) spent GEL 81.2m through simplified procurement (see Table 6).

Total value of simplified

Procurer Organization procurement (GEL)

Sports Club MIA FORCE 4,773,035
Global Brand, LLC 2,015,436
Thilisi International Art Festival Centre 1,866,996

General Staff of the Georgian Armed Forces Logistics Support

Command 966,306
Elﬂir;'ic(r:e for Preservation, Development and Promotion of Classical 649,215
Giorgi Eristavi Gori State Drama Theatre 503,985
LEPL Stalin State Museum 394,981
ANAKLIA-GANMUKHURI RESORTS, LLC 377,291

A. Tsutsunava Ozurgeti State Drama Theatre 350,923
Gori City Hall Culture and Education Centre for Children and Youth 338,599
LEPL Valerian Gunia Poti State Theatre 325,600
LEPL Digital Broadcasting Agency 324,798
Poti Free Industrial Zone, LLC 313,833

10 Consolidated tenders are not implied here.
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General Staff of the Georgian Armed Forces Training and Military
Education Command

Maritime TechService

Parliamentary Office of No 20 Rustavi Single Mandate MP Z. Dzidziguri
Treasury Service of the Ministry of Finance of Georgia
Tbilisi Music Festivals Centre

Akhalkalakis Sandasuptaveba, LLC
State Pantomime Theatre

Lado Meskhishvili State Drama Theatre

Horizonti Professional College

Defence Ministry Fourth Mechanized Brigade

Second Infantry Brigade

8. Concealed simplified procurement

According to the State Procurement Agency’s portal, during the period covered by the study, over 50 procurer
agencies did not resort to simplified procurement at all: one can find their procurement through tenders but
not simplified procurement contracts" (see Table 7). It is inconceivable that none of these organizations
made a single purchase through simplified procurement procedure, correspondingly, in this case, we must
be dealing with either the information being deliberately concealed or a technical problem. Transparency
International Georgia has been talking about this problem for years now, and the Procurement Agency has
been informed about this on more than one occasion. Nonetheless, the problem remains unsolved, leading us

to think that the information is being concealed on purpose.

1" Consolidated tenders are an exception, in several cases.
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Total value of T
N Total value of simplified
Procurer organization tenders
procurement (GEL)
(GEL)
Security PO|I'Ce Departmgnt of the Ministry of 33185,849 0
Internal Affairs of Georgia
State Security Service of Georgia 22,103,477 0
Border Polige, operating under the Ministry of 21,510,831 0
Internal Affairs
Patrol Police_ Department of the Ministry of 21.416,978 0
Internal Affairs
Special and Emergency Measures Centre of the
Ministry of Internal Affairs 2l Ses 8 ¢
Special State Protection Service of Georgia 8,224,823 0
LEPL David Aghma§henebeli National Defence 4477017 0
Academy of Georgia
Georgian Government Administration 3,579,024 0
Mekanizatori, LLC 3,241,472 0
Kvemo Kartli. Police Department of the Ministry of 2161249 0
Internal Affairs
Autonomous Republic of Ajara Police Department 1651238 0
of the Ministry of Internal Affairs of Georgia T
Acade'my of the Ministry of Internal Affairs of 1522683 0
Georgia
Shida Kartli I_30I|ce Department of the Ministry of 1344715 0
Internal Affairs
LEPL General Giorgi Kvinitadze Cadets Military
Lyceum 1,268,443 0]
State Security Agency (Department) of the 429165 0
Ministry of Internal Affairs of Georgia ’
Samtskhe-Javakheti Police Department of the
Ministry of Internal Affairs 384,828 0
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Mtskheta-Mtianeti Police Department of the

Ministry of Internal Affairs SR 4e
Guria Police_Department of the Ministry of 224,449
Internal Affairs

Georgian Food Company 212,525
Coast Guard Department of the Border Police of 162.421
the Ministry of Internal Affairs of Georgia ’
Count'ermtelll_gence Department of the State 157770
Security Service

Border Police Division No 2 (Akhaltsikhe) of the

Land Border Defence Department of the Border 127,887
Police of the Ministry of Internal Affairs of Georgia

Border Police Division No 5 (Lagodekhi) of the 101125
Ministry of Internal Affairs of Georgia ’
Tbilaviamsheni, LLC 97,777
Border Police Division No 4 (Dedoplistskaro) of 96.300
the Ministry of Internal Affairs of Georgia ’
Border Police Division No 3 (Tsiteli Khidi) of the 59740
Ministry of Internal Affairs of Georgia ’
Border Police Division No 1 (Batumi) of the 39,550
Ministry of Internal Affairs of Georgia ’
Hea]thcare Service of the Ministry of Internal 33,580
Affairs

Border Police Division No 9 (Mestia) of the 26.650
Ministry of Internal Affairs of Georgia ’
Division No 7 (Kazbegi) of the Land Border

Defence Department of the Border Police, 6.240
operating under the Ministry of Internal Affairs of ’
Georgia
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V. TENDERS

Electronic tenders are the most widespread tool of procurement, providing high degree of transparency and
competition. In 2015-2017, there were 66,639 contracts worth GEL 6.1bn signed through tenders (see Figure
10).

Figure #10. Summery Statistics of tenders (2015-2017)
3,000,000,000

2,497,050,321

2500,000,000 5993166068

2,000,000,000

1,500,000,000 1,301,793,083

1,000,000,000
500,000,000
26,103 28,169 12,367
D P e
2015 2016 2017

m Value of Contracts W Number of Cotracts

1. Largest procurer organizations

During the period covered by the study, 15 largest procuring organizations carried out the total of GEL 2.7bn
public procurement through tenders. In 2015-2017, the 22 public organizations that made procurement
exceeding GEL 50m purchased services worth GEL 3.1bn in total by means of tenders (see Figure #11).
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Figure 11. Largest procurer organizations using tenders
(2015-2017)

Roads Department - | 7 1
Thilisi City Hall ||| 32060
Municipal Development Fund _ 203.110

Education and Science Infrastructure Development

Batumi City Hall [l 159.00
Georgian Railway, JSC [ 125.71

Ministry of Internal Affairs of Georgia [JJ 11821

Ministry of Internally Displaced Persons, Accommodation
and Refugees B 10831

Thilisi Kindergarten Management Agency - 102.61

Social Service Agency - 98.01

Roads and Amelioration Systems Management - 9201
Department of the government of the A. R. of Adjara '

Thilisi Transport Company - 86.21

LEPL National Centre for Disease Control and Public
Health - 86.01

Georgian 0il and Gas Corporation, JSC - 83.21

Georgian United Amelioration Systems Company, LL.C - 73.41

B Contract value (mln. GEL)
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2. Largest suppliers

During the period covered by the study, 15 largest suppliers received the 411 contracts worth GEL 823,946,555
through tenders. The largest contract was awarded to Black Sea Group. Specifically, this company signed 19
contracts worth approximately GEL 89m; it is followed by Saba Construction that signed 20 contracts worth
approximately GEL 83m though participating in the largest value tenders (see Figure #12).

Figure #12. Largest suppliers selected through tenders
(2015-2017)

Black Sea Group It 33 0
Saba Construction, LLC Il ——— 53 7
Dagi N e———— 7 O 4
Institut IGH, JSC (civil engineering research and... e————— 5 0
Zimo-7 ... 573
Javakhavtogza IS 56 0
Road Construction Directorate No 1 T [ o
Mamisoni Il 43 3
Peri, LLC — 472
PSP Insurance, ]SC s O 45 7
UGT I — 97
NCC I ells 427
Transmsheni S e——— 4 7
Ibolia I fe— 40 1
New Road, LLC Il 30 7

20.0 40.0 60.0 80.0 100.0 120.0

®m Number of contracts m Total value of contracts (mln. GEL)

3. Competition in tenders
In 2015-2017, an average number of tender participants (competitors) was 2.12. From 2015 on, there was a

minor increase in tender competition: in 2015, the average number of tender participants was 2.03 while in the
first six months of 2017, this indicator increased to 2.22 (see Figure #13).
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Figure #13. Average number of tender participants (2015-2017)
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Nevertheless, the share of tenders in which bidding (competition) did not take place and contracts were signed
with a single participant (competitor) remains high. In 2015-2017, 48.2 percent of the tenders had only one
participant. A minor positive trend was also recorded between 2015 and 2017 with regard to the decrease of
the number of tenders with 1 participant: if the 2015 indicator was 50.2 percent, in the first six months of 2017,
it decreased to 45.2 percent (see Figure #14).

Figure #14. Percentage Share of single-participant tenders in
all tenders (2015-2017)

100%
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B Tenders with one participant B Tenders with more than one participant

The procurer organizations whose tenders were characterised by particularly low competition are worth
looking into. For example, in 2015-2017, the Tianeti Municipality Kindergarten Association awarded 16
contracts, and all tenders had only one participant (see Table 8).
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Number of

Number of single

Share of single

Total value of

School

Procurer organization contracts participant partICIpanto contracts (GEL)
contracts contracts (%)

Tianeti Municipality 16 16 100.0 260,425

Kindergarten Association

Rustavi Mental Health

Centre LLC 9 9 100.0 472,076

Vale Communal Association | 22 21 95.5 366,834

N(N)LP Mestia Association

of Preschool Education 55 49 891 393,889

Institutions

Preschool Education

Institution of Self-Governing | 42 37 881 208,529

Town of Ambrolauri

N(N)LP Batumi Sports Youth 16 14 875 293.431

Centre

Batumi Sports School 24 21 875 300,454

Mestia Outpatient Hospital

Association, LLC 22 19 864 226,892

Historical Batumi

Development Fund / e == Sl a

Kutaisi Regional Blood

Bank, LLC 20 17 85.0 755,032

Tskaltubo Municipality

Centre of Public Services 13 il 84.6 279,344

and Utilities

N(N)LP Clean Marneuli 18 15 83.3 298,912

Ketilmotskoba, LLC 6 5 83.3 674,480

N(N)LP Tsalenjikha

Preschool Education Centre 52 43 827 744,488

LEPL New Wave Public 133 109 82.0 1,456,388

College

Tkibuli Municipality

Preschool Education 22 18 81.8 467,869

Institutions Association

Agtonomous Republic of 16 13 813 726113

Ajara Employment Agency

Marneuli Municipality Sports 10 3 80.0 334,389
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4. Participation of foreign companies in tenders

In 2015-2017, the total of 175 contracts worth GEL 247.4m were signed with 82 foreign companies in Georgia,
which amounts to 4 percent of the total value of tenders. According to the foreign suppliers’ country of
registration, the companies registered in Turkey received the largest amount through tenders, while the
smallest one — registered in Iceland (see Figures #15 and #16).

Figure #15. Large foreign suppliers that won tenders (by country)
(2015-2017)

Turkey | e ——— 8261
Azerbaijan I s 30,7

Germany TS 20
USA i 541
Austria R %71
Denmark [T 17/
United Kingdom [I™=% ¢/
Estonia la150g
Spain ™ &
Iceland P 47
-1 10.010 20.010 30.01 40.01 50.010 60.01 70.01 80.01 90.01

® Number of contracts B Value of contracts (mln. GEL)
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Figure 16. Largest foreign suppliers through tenders (2015-2017)
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Georgian Oil and Gas Corporation signed the largest contracts with a foreign company through tender (see
Figure #17).
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Figure 17. Largest procurer organizations that contracted foreign
suppliers (2015-2017)
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As for the types of goods and services, the highest-value contract with a foreign company was signed for
purchasing of pharmaceutical products (see Figure #18).
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Figure 18. Largest categories of goods and services supplied by
foreign companies (2015-2017)
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5. Participation of newly established companies in tenders

In 2015-2017, 6,946 contracts worth GEL 200.3m were signed with 1,849 newly established companies®
through tenders. The share of contracts signed with such companies in the total number of contracts is up to
10 percent and, if we consider the value of contracts, it amounts to 3 percent of the total value of contracts
awarded through tenders.

Table 9 lists the 10 largest contracts worth over GEL 500,000 won by newly established companies. At the
same time, the last column of the table contains the number of days that separated the date of announcing
a tender and that of registering a company. For example, the GEL 735,000 tender announced by Rustavi
Municipality was won by a company which was established 20 days after the tender announcement.

Tender Company establishment

Procurer announcement Final value Supplier close to the date of
organization date (GEL) PP announcing tender (number
of days)

Self-Governing 54 115015 73500000  Atoni, LLC -20.00

City of Rustavi

gat“.m' Social 16.11.2016 550,386.55  Mtis Khariskhi, LLC  -9.00
ervice Agency

Thilisi City Hall  3112.2015 901,456.25  Marker, LLC -6.00

Thilisi City Hall ~ 23.08.2016 64610400  qrevaneba-2016. - g9

Thilisi City Hall ~ 23.08.2016 64591200 orevaneba2016. g9

Thilisi City Hall ~ 23.08.2016 619,160.00 ffé“tsva”eba'zma -6.00

Ministry of

Justice of 06.02.2015 74970339  Bravo Media, LLC 23.00

Georgia

Thilisi

,'f/;”derga”e” 15.01.2016 50530878 Baby Food, LLC 35.00
anagement

Agency

CroergEm 21.07.2016 931,375.50  Es2+ LLC 38.00

Railway, JSC

State Food 0312.2015 858,000.00 Karnavale, LLC 44.00

Provision, LLC

Thilisi City Hall is the procurer organization that signed the largest contracts with newly established companies
through tender, followed by Thilisi Kindergarten Management Agency (see Table 10).

12 For the purposes of the study, a company was considered newly established if less than one year separated its establishment
from the announcement of a tender.

37



Procurer Organization

Value of signed

Number of signed

contracts (GEL) contracts

Thilisi City Hall 14,627,628 131
Thilisi Kindergarten Management Agency 8,926,344 127
Thilisi Transport Company 6,168,639 63
State Food Provision, LLC 4,269,789 33
Roads and Amelioration Systems Management Department

of the Government of the Autonomous Republic of Ajara 3,607,505 52
Georgian Railway, JSC 3,591,635 76
State Construction Company 3,346,830 59
Education and Science Infrastructure Development Agency 3,290,736 23
Special and 'Emergency Measures Centre of the Ministry of 310211 65
Internal Affairs

Thilservice Group 3,014,007 55

6. Participation of political party donors in tenders

In 2015-2017, about 90 people linked to approximately 80 companies that won tenders (their active or former
shareholders or directors) donated about GEL 3.6m to the ruling party. The total value of up to 1,600 contracts
signed by their companies through tenders exceeded GEL 360m (see Table 11).

The following cases are noteworthy:

e Avtandil Chaladze donated GEL 30,000 to Georgian Dream and his Mamisoni, LLC won a tender worth

about GEL 48m;

e Davit Zhgenti also donated GEL 30,000 to the ruling party and his company, New Road, won a tender

worth almost GEL 40m;

¢ Nino Kikabidze and Giorgi Markoishvili both donated the total of GEL 50,000, and the company linked
to them, JEU Group, signed a contract worth about GEL 38m;

e Tegeta Motors won tenders amounted to GEL 34m, while Zaur Tskhadadze, the shareholder of this

company, donated GEL 120,000 to the ruling party.
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Donor / Company

Zaur Tskhadadze
Tegeta Motors
Amiran Adeishvili
Polimeri 1, LLC

Gocha Enukidze
Ibercompany, LLC
Rapiel Suramelashvili
NOVA GROUP, LLC
Natalia Sharashidze
Balavari, LLC

Simon Gegelashvili
Aviasatsvavservisi
David Kuguradze
Klimati, LLC

Irakli Kapianidze
Property Management, LLC

Tornike Chkheidze

Rahid Engineering & Construction

Giorgi Chrdileli
GCG, LLC

Ivane Maghlakelidze
Elektroni, LLC

Davit Jashi

BetterFly, LLC

Amount of
donation

120,000

110,000

105,000

105,000

100,000

95,000

91,000

90,000

80,000

70,000

60,000

60,000

39

Contract value Number of
(GEL) contracts
33,637,496 861
701,077 9

118,000 1

285,888 2

42,000 1

428,320 3

15,998 1

10,720 1
3,440,810 7

7434 1

257,785 1
1,268,317 20



DDB Georgia, LLC
Davit Kvernadze
GeoAds, LLC

Lasha Kvachadze
SOS Assistance

llia Chkhikvishvili
Arkikultura

Avtandil Gazdeliani
Elektroni, LLC
Levan Rekhviashvili
Georgian Service Network, LLC

Giorgi Managadze

A. Tsulukidze National Centre of Urology, JSC

Diamedi

Irakli Kervalishvili
Tsotne, LLC

Davit Baindurashviil
Balavari, LLC
Aleksandre Kharebava
Winery Khareba, LLC
Avtandil Maghradze
FRANCE-PLAST, LLC
Aleksandre Khetereli
ABM, LLC

Davit Tabatadze
Elektroni, LLC

Otar Kikalishvili

Dika

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

60,000

40

271,240

51,330

15,000

6,640,497

257,785

14,820

80,430

90,470

93,075

42,000

322,500

286,912

1,571,801

257785

600,268

18

24



Aleksandre Ivanishvili
Tornado+, LLC

Giorgi Gabunia
Construction Service, LLC
Davit Shengelia

Casa G, LLC

Grigol Mikeladze

Isani Trade Centre, LLC
Levan Aroshidze
Boran Sopkimia
Kakhaber Kapanadze
Elko, LLC

Giorgi Kiladze

Varzia, LLC

Nikoloz Khmaladze
Energy Supply Systems, LLC
Elektroni, LLC

Nikoloz Nebulishvili
Polycorp, LLC

Giorgi Shengelia

Casa G, LLC

Aleksi Morchiladze
ICES, LLC

Klimati, LLC

Zurab Gabinashvili
New Light

Giorgi Tsintsadze

Photoplaza+

60,000

59,000

55,000

55,000

53,000

52,000

50,000

50,000

50,000

50,000

50,000

50,000

50,000

M

24,000

973,086

8,410

15,349

393,325

1,625,055

926,500

14,331

257785

2,400

8,410

691,811

15,998

126,539

112,610



Zviad Toidze
IN-SI

Nugzar Khutsishvili

United Water Supply Company of Georgia,

LLC

Archil Loladze

Axrili

Aleksandre Sulaberidze
Albatross Company, LLC
Davit Dzebniauri
Balavari, LLC

Ivane Nikolaishvili
Foodservice

Gela Dzidzikashvili
GBA[]

Vazha Usanetashvili
Arsakidze-2000, LLC
Levan Gogsadze

GT Group

Gia Andghuladze
ArtPalace, LLC

Beka Kikaleishvili
Ibercompany, LLC
Raguli Razmadze
Proektmshenkompani
Roini Lutidze

Madli

Davit Paichadze

Sakharia

50,000

50,000

50,000

48,000

40,000

40,000

40,000

38,000

37,950

37,000

30,000

30,000

30,000

30,000

42

6,190,062

33,100

12,662,645

262,904

42,000

546,475

19,375

12,891,522

18,810,578

17,348

118,000

2,543,668

1,449,017

7,986,320

12

34

38
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Construction Company leru 46,301 1
Malkhaz Kapanadze 30,000

ITG 750,669 7
Rostom Kobakhidze 30,000

Metekhara, LLC 22,040 1
Davit Zhghenti 30,000

New Road, LLC 39,730,318 25
Avtandil Chaladze 30,000

Mamisoni 48,336,144 27
Gia Mujiri 30,000

Dusan Georgia, LLC 352,166 1
Levan Chikvaidze 27,900

Georgian Post, LLC 74,668 3
Lukhum Kartlosishvili 25,000

RTD, LLC 5,375,473 "
Giorgi Markoishvili 25,000

Jeu Group 35,800,984 23
Nugzar Arsenishvili 25,000

Techengineering Group, LLC 279,403 15
Nino Kikabidze 25,000

Jeu Group 35,800,984 23

7. Failed tenders

In 2015-2017, 71 percent of announced tenders were concluded by signing a contract, in 20 percent of cases
tenders failed and in 9 percent of cases they were attributed a different status. With regard to failed tenders,
a number of procurer organizations were especially problematic, having failed to sign contracts in over 60
percent of cases when tenders were announced (see Table 12). Of special note are Akhalgori Municipality
Service Centre and the Caucasus Region Convention Service for Environmental Monitoring and Biodiversity
Conservation. Neither of these institutions were able to complete announced tenders by signing contracts.
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i e S.hare i Number of Number Projected
Procurer organization signed .
announced of signed value of

contracts

o tenders contracts tenders

(%)
Akhalgori Municipality Service Centre 0 25 0 119,304
Caucasus Region Convention Service for
Environmental Monitoring and Biodiversity 0 17 0 179,650
Conservation
LEPL Spektri Public College 3 29 1 338,019
Anaklia Hotel, LLC 22 100 22 805,645
Dedoplistskaro Municipality LLC —
Servisi-2007 24 38 9 1,221,611
Delta International, LLC 25 12 3 70,083
Kazbegi Munigipqlity Centre of Preschool 26 19 5 100,875
Education Institutions
Energomshenkonstruktsia XXI, LLC 29 14 4 148,151
Khobis Dasuptaveba da Ganateba, LLC 29 55 16 464,998
N(N)LP Dmanisi House of Charity 30 30 9 166,919
Kaspis Ketilmotskoba, LLC 30 50 15 745,480
Kharagauldasuptaveba 31 13 4 25,769
Zugdidi Municipal Transport 36 28 10 882,170
Vani Communal Association 38 21 8 249,249
Mshenebeli 2011 Construction Company, LLC 39 204 80 2,678,327
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gg:l&li_cPeDusheti Municipality Public Utilities 40 43 17 377191

Komunaluri-1 40 35 14 515,726
Ambrolauri Service Centre, LLC 40 42 17 318,777
Contemporary Art Space 41 17 7 78,291

Marneuli Soptskali, LLC 42 26 " 676,179
Mestia Dasuptaveba 43 14 6 213,400
Tianeti Municipality Kindergarten Association 43 37 16 459,010

In 2015-2017, of the contracts signed through tenders, 1,136 were not fulfilled; their total value amounted to GEL
66m, which constituted 1 percent of the total value of tenders. See tables 13 and 14 for the largest unfulfilled
contracts and the agencies that are notable in this respect.

Contract Number of

Supplier value (GEL) unfulfilled

contracts
Georgian branch of _ _ . _ .
RAICO DIS TICARET PLASTIK CELIK MAKINA NAKLIYAT INSAAT 20,673,397 2
TERCUME ITHALAT iIHRACAT SANAYI TiCARET, Ltd
Arena Msheni, LLC 12,000,000 2
Konvent Georgia 11,520,443 6
Energosektormsheni, LLC 5,330,000 1
FIN-ESTATE 5,038,900 1
Prizma 4,991,551 2
Mate Motors, LLC 4,629,746 2
Grandi, LLC 4,240,576 3
Soft-Rating Consult Georgia, LLC 4,155,513 1
Georgian branch of Water Heater Installation Firm 3,311,000 2
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Margi, LLC 3142122 3
Zimo 2,767,996 2
Khuro, LLC 2,500,000 1
Bela, LLC 2,482,208 13
N&R Group, LLC 2,207,720 il
Number of
Procurer Organization LG unfulfilled
value (GEL)
contracts
Roads Department of the Ministry of Regional Development and 27.698.869 7
Infrastructure of Georgia
Thilisi City Hall 16,239,991 26
Batumi City Hall 10,637,736 10
Education and Science Infrastructure Development Agency 10,372,161 33
Ministry of Internal Affairs of Georgia 8,693,867 18
Georgian Railway, JSC 7160,824 23
Georgian Amelioration, LLC 4,831,752 6
Public Service Hall 4,460,729 7
Thilisi Kindergarten Management Agency 4,339,511 33
Kobuleti Municipality 4,300,117 8
Georgian United Amelioration Systems Company, LLC 405,736 4
Tsageri Municipality 3,371,4880 3
Education and Science Infrastructure Development Agency 3,271,122 8
Mestia Municipality Administration 2,905,120 4

46




VI. CONCLUSION AND RECOMMENDATIONS

The study of public procurement for the period between 1 January 2015 and 30 June 2017 showed that many
progressive amendments were made to the public procurement legislation, which can address many problems
prevailing in the system. Specifically, the following ones are noteworthy:

e Introduction of an obligation for the procurer organization to receive preliminary approval of simplified
procurement;

e Introduction of a new type of two-stage tenders;
e Abolishment of simplified electronic tenders.

Nevertheless, a number of recommendations have to be taken into account:

e To prevent the misuse of the right to make simplified procurement, it is very important to include the
force majeure clause into the public procurement legislation;

e There must be a regulation envisaging sanctions for the cases when a procurer agency fails to
substantiate the urgency post factum;

e When the supplier of goods, services or works is a state-owned company, the substantiation must
include the explanation of why a state-owned rather than a private company has been selected —
something the new regulation does not envisage.

As for the new kind of two-stage tenders, in order to improve them further, their harmonization with European
good practices and relevant cyber security need to be ensured.

During the period covered by the study, a negative trend was detected with regard to the share of simplified
procurement in total procurement; this indicator needs to decrease in the future so that public funds can be
used more efficiently.

Of special note in simplified procurement and tenders were the cases characterized by high levels of corruption
risks, namely, large contracts were often signed with newly established companies as well as with business
organizations with links to political parties. To reduce these risks and in order to prevent corruption, such cases
need to be investigated by the state oversight and investigation agencies.

Correspondingly, the State Procurement Agency and other oversight bodies should consider the problematic
trends shown by this report and implement measures to address them. Including the following:

e The State Procurement Agency should examine the procurer organizations which have high shares of
failed (thwarted) tenders, identify the reasons causing this problem (which could be incorrect planning,
scarcity of suppliers and so on) and take steps in response involving dissemination of information
trainings or other means;

e The State Procurement Agency should also look into the procurer organizations the tenders of which
are notable for low levels of competition, establish the reasons causing this problem (which could
be scarcity of suppliers in a given region, incorrect planning, tailoring tender conditions to a specific
supplier and so on) and take appropriate measures together with them;

e Furthermore, the Agency should look into the public institutions which have never used a tender or are
notable for a particularly high share of simplified procurement and implement effective measures to
increase competition in their procurement;

e The State Procurement Agency should ensure that the information about simplified procurement made
by all procurer organizations is made publicly available through the Public Procurement Electronic
System in full and in a timely manner.
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o Among the problems identified by the study, especially alarming are the cases when procurer
organizationswhose simplified procurement contracts cannotbe found onthe State Procurement
Agency’s electronic portal. Correspondingly, the information about the procurement they made
is not available to the broad public. Firstly, this limits the possibility to exercise public oversight
and diminishes the accountability of these agencies and, secondly, it undermines the trust in
the Public Procurement Agency and the procurement system.
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