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Draft

LAW OF UKRAINE
On Procurement of Goods, Works, and Services with State Funds

This Law establishes the general legal and economic principles for procurement of goods, works,
and services with state funds.

The goal of this Law is creation of a competitive environment in the sphere of government
procurement, prevention of corrupt practices in this sphere, ensuring rational and effective use of state
funds.

Chapter 1
GENERAL PROVISIONS
Article 1. Definition of fundamental terms
1. In this Law, the terms presented below are applied with the following meanings:

1) Acceptance of a bid — adoption by the procuring entity of a bid that is determined to be the
best according to the results of an assessment, and giving consent and undertaking obligations to pay
for a procurement object or a part thereof (lot) according to that proposal. A bid is considered to be
accepted, if the procuring entity gives the bidder a written confirmation of the acceptance of the bid in
the time period established by this Law;

2) alternative bid — a proposal that may be submitted by the bidder to the procuring entity in
addition as part of the bid if this is provided for by the tender documentation and which is
distinguished from the proposal that is developed according to the conditions provided for by the
tender documentation;

3) general procuring entity — the state power authority, enterprise, institution or organization
defined accordingly by the Cabinet of Ministers of Ukraine, Council of Ministers of the Autonomous
Republic of Crimea, or local executive self-governance authorities responsible for organization and
conduction of procurement procedures on the basis of coordination according to this Law;

4) government procurement (hereinafter referred to as “procurement”) — acquisition by a
procuring entity of goods, works, and services with state funds in a procedure that is established by
this Law.

5) state funds — funds of the State Budget of Ukraine, Budget of the Autonomous Republic of
Crimea and local budgets, state credit resources, funds of the National Bank of Ukraine, state allocated
funds, the Pension Fund of Ukraine, mandatory state social insurance funds, unemployment insurance
funds, mandatory state social insurance funds in the event of temporary working disability and birth
and burial expenses, the funds envisaged by the Law of Ukraine “On Mandatory State Social Insurance
Against Accidents at a Work Place and Occupational Diseases Which Result in Working Disability”,
the funds of the institutions or organizations established by the state authorities, the Autonomous
Republic of Crimea authorities or local authorities in the established procedure, humanitarian aid in
money terms, funds of enterprises;
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6) procurement contract — a contract that is concluded between the procuring entity and the
bidder based on the results of a procurement procedure and provides for provision of services,
execution of works, or acquisition of ownership rights for goods with state funds;

7) electronic state procurement — execution by the procuring entity of the procurement procedure
established by this Law with the help of an information system on the Internet with use of a system of
electronic filing;

8) guarantee of execution of a procurement contract — provision of the procuring entity by the
bidder with guarantees of execution of obligations by the bidder including such kinds of guarantees as
collaterals, warranties, pledges and security deposits;

9) guarantee of a bid (hereinafter referred to as a “bid security”) — provision of the procuring
entity by the bidder with a guarantee of execution of the obligations of the bidder in connection with
submission of a bid including such kinds of guarantees as collaterals, warranties, pledges and security
deposits;;

10) procurement on the basis of coordination — execution of a procurement procedure by the
general procuring entity who acts in the interests of the procuring entities in a procedure determined by
this Law;

11) procuring entities — managers of state funds that perform procurement in the procedure
determined by this Law;

12) qualification documentation — documentation that is developed by the procuring entity and
transferred to the bidders for preparation of qualification proposals when conducting preliminary
qualification of bidders;

13) qualification proposal — a proposal that is submitted to the procuring entity by the bidder
according to the requirements of qualification documentation;

14) winner of the procurement process — the bidder whose bid is accepted;

15) enterprises — state enterprises as well as government ones, utility enterprises and business
companies with authorized stock in which the state or utility enterprise owns over 50% of shares, their
daughter companies as well as the enterprises, business companies with authorized stock where over
50% of shares is owned by the state as well as government enterprises, and also to the government
enterprises, utility enterprises and business companies with authorized stock where municipal share
makes up over 50%;

16) connected individual — an individual that conforms to any of the characteristics presented
below:

A legal entity that performs supervision of a bidder or supervises said bidder, or remains under
joint supervision with said bidder;

An individual or member of their family that performs supervision of the bidder;

A state official of the bidder who is authorized to perform legal acts in the name of the bidder
that are directed at establishment, amendment, or suspension of civil-legal relations, as well as the
family members of said state official;

When performing supervision in this Law, one should understand direct possession or possession
through connected individuals or legal entities of the largest share (stake, package of shares) of the
statutory capital of the bidder, or management of the largest number of votes in a leading authority of
said bidder, or possession of a share (stake, package of shares), that is no less than 20 percent of the
statutory capital of the bidder. For an individual, the total sum of possession of a share of the statutory
capital of a bidder (votes in a leading authority) is defined as the total sum of corporate rights that
belong to said individual, a family member of said individual and legal entities that are supervised by
said individual or a member of their family.

For the purposes of this Law, spouses and their children, parents, brothers, sisters, and
grandchildren as well as the spouses of children, parents, brothers, sisters, and grandchildren are
considered to be family members.
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17) services — any procurement other than goods and works, including preparation of
specialists, provision of means of transport and communications, mastering technologies, research
surveys, medical and communal services, routine repairs, and consultation services. Consultation
services include services connected with consulting, expertise, assessment, and preparation of
conclusions and recommendations;

18) procurement object — goods, works, and services that are procured by a procuring entity in
the framework of a uniform procurement procedure, in which the bidders are allowed to submit bids;
the procurement object is defined as the procuring entity in a procedure established by a specially
authorized executive power authority. The number of bids for one procurement object cannot be less
than two;

19) works — design, new construction of, expansion, reconstruction, major repairs, and
restoration of objects and facilities for manufacturing and non-manufacturing purposes, geological
surveys, technical re-equipment of existing enterprises, as well as accompanying works in services,
including geodesic works, drilling, seismic surveys, aero- and satellite photography and other services
that are included in the estimated cost of works, if the cost of executing such works does not exceed
the cost of the works themselves;

20) manager of state funds — state power authorities, power authorities of the Autonomous
Republic of Crimea, local self-governance authorities, other authorities, institutions, and organizations
stipulated by the Constitution and other legislative acts of Ukraine, as well as enterprises, institutions, ,
or organizations that are created in the established procedure by state power authorities, power
authorities of the Autonomous Republic of Crimea or local self-governance authorities and authorized
to receive state funds, and obligations and performance of payments connected thereto as well as
enterprises;

21) term of validity of a bid — the period established by the procuring entity over the course of
which the bidder does not have the right to amend their bid;

22) tender documentation — documentation that the procuring entity draws up submits to the
bidders free of charge for preparation thereby of bids regarding the procurement object;

23) bid — proposal regarding the procurement object or part thereof (lot) that is submitted by the
bidder to the procuring entity in accordance with the requirements for tender documentation;

24) tender committee — a group of specialists designated by the procuring entity (general
procuring entity) as responsible for conducting the procurement procedure in accordance with this
Law;

25) auctions (tenders) — performance of a competitive selection of bidders with the goal of
determining the winner of the auctions (tenders) in accordance with procedures (with the exception of
the procurement procedure for one bidder) established by this Law;

26) goods — products of any type and purpose, including raw materials, manufactured goods,
installations, technology, objects in a solid, liquid, or gas form, including electric energy, as well as
services connected with delivery of goods if cost of such services does not exceed the cost of the goods
themselves;

27) authorized body — a central executive power authority to ensure implementation of the state
economy policy that is stipulated by the Cabinet of Ministers of Ukraine to execute the function of a
specially authorized body in the sphere of government procurement;

28) bidder in the procurement procedure (hereinafter referred to as the “bidder”) — an individual,
including an individual who is a subject of entrepreneurial activity, a legal entity (resident or non-
resident) that has confirmed intent to participate in procurement procedures and has submitted a bid or
a qualification proposal,

29) section of the procurement object (lot) — a share of goods, works, or services determined by
the procuring entity (according to volume, nomenclature, or the location of supply of goods, execution
of work, provision of services) for which in the bounds of a uniform procurement procedure the
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bidders are allowed to submit bids. The number of bids for each individual share of the procurement
object cannot be less than two.

Article 2. Sphere of Application of the Law

1. This Law is applied to procurement of all goods, work, and services that are fully or partially
performed using state funds, according to conditions that the cost of the object of procurement of a
good (goods), service (services) is equal to or exceeds 100 thousand UAH, or 300 thousand UAH in
the case of works, (500 thousand UAH in the case of performance of the procurement with the funds
of the enterprises).

2. Procedures for procurement of goods, works, and services using state funds may be
established or amended only by this law and only in events foreseen by this Law.

Particularities of procurement of goods, works, and services related to the execution of the state
defense order in the area of production of arms and special devices, as well as procurement of goods,
works, and services performed by the enterprises of the defense industry complex may be stipulated by
the Cabinet of Ministers of Ukraine.

3. The effect of this Law does not extend in the event that the procurement object is:

1) goods, works and services assigned for preparation and hold of the snap election of the
People’s Deputies of Ukraine;

2) forms for securities, strict reporting documents;
3) state awards of Ukraine;
4) documents regarding education in the state system;

5) protected dyes, papers and other materials that are used for preparing forms for securities,
strict reporting documents in accordance with their protection scheme;

6) publishing products that are purchased directly by libraries;
7) leasing state and communal property;

8) services that are procured by state banks while their executing bank transactions in accordance
with the Law of Ukraine “On Banks and Bank Activities”

9) banking services for receiving communal payments, checking account services, and cash
processing services;

10) services in the sphere of air transport for official state delegations;

11) administrative services that are provided exclusively by the state authorities in accordance
with the Law;

12) railroad transport services;
13) natural gas and services in the sphere of its transport, distribution and supply;
14) postal services, postage stamps, and stamped envelopes;

15) prosthetic-orthopedic goods; orthopedic shoes, means of conveyance prepared exclusively
according to individual orders by disabled persons, including added features thereof; and services in
repair of such means; prosthetic-orthopedic services;

16) works of descriptive art: paintings, graphics, sculptures, as well as works of decorative-
applied and folk art for replenishment of the State Museum Fund of Ukraine;

17) telecommunications services, including those in the sphere of relaying radio and television
signals (with the exception of mobile communication services and services of Internet providers);

18) goods and services connected with design development, preparation of protected papers,
banknotes, and coins, their storage, transport and record,;

19) goods, works, and services, procurement of which is performed by procuring entities located
outside the borders of Ukraine;
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20) goods and services that are acquired for direct performance of out-of-town tours of
creative groups and performers;

21) goods and services that are procured directly for ensuring preparation of national teams of
Ukraine for the Olympic and Paralympic Games, development of the Olympic and Paralympic
movements, and high-level sports;

22) goods, works, and services that are procured by authorities, institutions, educational
institutions, and enterprises in the criminal executive system from enterprises of the criminal executive
system;

23) centralized water supplies, water drainage, and servicing sewer systems;
24) electric power, its transmission and distribution;

25) centralized supply of heat energy;

26) atomic fuel, unirradiated fuel elements for nuclear reactors;

27) legal services for ensuring protection of rights and interests of Ukraine during review of
cases by authorities in foreign jurisdictions;

28) goods and services assigned exclusively for ensuring execution of the events and formal
receptions with participation of the President of Ukraine, the Head of the Verkhovna Rada of Ukraine
and members of the Cabinet of Ministers of Ukraine;

29) services to ensure fire prevention of the objects provided by the State fire prevention units;

30) goods, works and services assigned for provision by Ukraine humanitarian aid to other
countries;

31) goods, works and services, which due to their special purpose constitute the state secret;

32) goods, works and services needed for the liquidation of the aftereffects of emergencies of
anthropogenic and natural character;

33) fuel for the vehicles that is purchased at retail directly at filling stations;

34) goods and services needed to carry out state borrowings, maintenance and repayment of the
state debt;

4. In case the procurement object is food manufacturing products, medicinal remedies and
goods for medical purposes, fuel, services in the sphere of catering, transportation services, or repair
services, during the period of performing the procurement procedure, the procuring entity has the right
to current needs to perform procurement of a necessary procurement object without application of the
procurement procedure envisioned in this Law for the sum of funds that does not exceed 10 percent of
the total anticipated cost of the procurement object, about which they will notify the Authorized Body
within 3 calendar days.

The provisions envisioned in Paragraph 1, Part 4 of this Article are not applied during
conduction of the upcoming procedure of procuring this specific procurement object by the procuring
entity.

Article 3. The Principles of government procurement

1. Procurement is based upon the following principles:

maximum cost-efficiency and effectiveness;

fair competition among bidders;

openness and transparency at all stages of government procurement procedure;
non-discrimination of bidders;



objective and impartial evaluation of bid;
prevention of corrupt practices and abuse.

Article 4. Procedure for procurement planning

1. Procurement is carried out in accordance with the annual procurement plan subject to approval
and publication by the procuring entity no later than thirty days after approving the estimated finance
plan (plan for funds allocation, plan for budget (public) funds expenditures). The annual procurement
plan shall be sent to the Authorized Body compliant with the terms and procedures set forth by said
Authorized Body.

2. No procuring entity shall be entitled to split the procurement in parts seeking to avoid the
execution of the procurement procedure.

Article 5. Non-discrimination of bidders

1. National and foreign bidders shall participate in the government procurement procedures on
the pari pasu basis.

2. Procuring entities and the Authorized Body shall ensure equal access for all bidders to
government procurement information, as defined by this Law.

Article 6. Ukraine’s international obligations in the sphere of government procurement

1. In case an international treaty to the obligatoriness of which Ukraine has acceded upon the
Verkhovna Rada prior consent sets forth a procurement procedure other than stipulated by this Law,
the provisions of an international treaty shall prevail.

2. Procurement of goods, works and services with loan and credit funds granted according to
the international treaties of Ukraine concluded in the established procedure:

the International Bank for Reconstruction and Development, the International Finance
Corporation, the Multilateral Investment Guarantee Agency, the International Development
Association, the European Bank for Reconstruction and Development, the European Investment Bank,
the Nordic Investment Bank shall be carried out according to the rules and procedures set forth by said
organizations;

international organizations shall be carried out according to the procedures set forth by the
Cabinet of Ministers of Ukraine.

Chapter I1
STATE REGULATION IN THE SPHERE OF GOVERNMENT PROCUREMENT

Article 7. State regulation in the sphere of government procurement

1. State regulation in the sphere of government procurement shall be carried out by the
Authorized Body and other authorities within their competence.

2. The Authorized Body is the Ministry of Economy of Ukraine.
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3. The Authorized Body exercises control, supervision and
coordination in the sphere of government procurement within its competence, as set
forth by this Law.

Other state authorities and law enforcement bodies shall exercise control over the activities of
procuring entities and bidders, and shall receive information from them within the competence defined
by the Constitution of Ukraine and the laws of Ukraine.

4, State Treasury of Ukraine:

checks the availability and compliance of the concluded procurement contract with the
report on the procurement procedure results and the annual procurement plan, as well as the
accuracy of their execution according to the Law;

takes measures to debar carrying out payments from the account of the procuring entity in
accordance with the financial obligation undertaken under the procurement contract in the event
of acknowledgement of the results of the procurement procedure as null or for the period of
suspension of the procurement procedure according to this Law.

5. The State Control and Revision Service carries out control over fulfillment by the
procuring entities the requirements of the Law in the sphere of government procurement
according to this Law and other laws of Ukraine, and cooperates with the state authorities in
order to prevent corrupt practices in the sphere of government procurement.

6. The State Committee of Statistics of Ukraine keeps record of the procurement by way of
collecting information on the procurement planned and the results of the procurement procedure
including the tenders that did not take place, and approves the forms of statistics records in the
sphere of the procurement.

7. The Antimonopoly Committee of Ukraine carries out control over compliance with the
Law on the protection of economic competition in the sphere of government procurement.

Acrticle 8. The Authorized Body
1. The principal functions of the Authorized Body shall be the following:
1) to develop and approve normative and legal acts needed for the execution of this Law;

2) to maintain bookkeeping on procurement through collecting information about planned and
implemented procurement;

3) to interpret legislative provisions in the sphere of government procurement in the procedure
stipulated by the Authorized Body;

4) to nominate general contractors subject to the Cabinet of Ministers’ approval,

5) to summarize the practice of execution of government procurement including international
procurement;

6) to support international cooperation in the sphere of government procurement;

7) to cooperate with law enforcement bodies as it pertains to detecting violations in the sphere of
government procurement and, if explicitly required by the Law, to submit to law enforcement bodies
any and all materials related to detected violations;

8) to cooperate with the Antimonopoly Committee of Ukraine as it pertains to detecting
violations in the sphere of economic competition related to government procurement procedures;

9) to approve the application of restricted bidding procedure and the procurement procedure
from a sole contractor given the relevant recommendations from the Claims Review and Procurement
Monitoring Committee;

10) to cooperate with state authorities as it pertains to preventing corrupt practices in the sphere
of government procurement;
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11) to approve training programs for professionals in the sphere of government
procurement;

12) to control compliance with applicable legislation in the sphere of government procurement;
13) to ensure the publication of an official state bulletin on government procurement;

14) to ensure the operation of a web-portal of the Authorized body on government procurement
(hereinafter referred to as “web-portal of the Authorized body™);

15) to ensure the publication of an official international bulletin on government procurement;
16) to draw up and approve:

the form of:

- annual procurement plan;

- announcement on carrying out the procurement procedure and its results;

- the report on the results of the procurement procedure;

- the register of the bids received,

- the minutes of the bids disclosure;

- the minutes of the bids evaluation;

the procedure for:

- defining the object of the procurement;

- carrying out control over compliance with the Law in the sphere of government procurement;

- approving of application of the bidding procedure with restricted participation and a sole-
proprietor procurement procedure;

17) to approve the methods elaborated by the Claims Review and Procurement Monitoring
Committee:

to define the amount of damages in the event of failure to meet the requirements of the Law
during the procurement process;

to calculate the price of the procurement object with consideration of technical and quality
specifications of works, goods and services.

3. The Authorized Body shall be entitled:

1) to require from the procuring entities to submit a report on the results of a government
procurement procedure, as set froth by this Law;

2) to monitor bidders/procuring entities’ compliance with legislative provisions in the sphere of
government procurement;

3) to file administrative claims in case the legislation in the sphere of government procurement is
violated;

4) to set up timeframes for submitting by the Claims Review and Procurement Monitoring
Committee the recommendations on approval of the application a bidding procedure with restricted
participation and a sole-proprietor procurement procedure;

5) to make decisions on the approval of the application a bidding procedure with restricted
participation and a sole-proprietor procurement procedure without consideration of the
recommendations of the Claims Review and Procurement Monitoring Committee in the event of delay
in submitting these recommendations and given the motivated reasons to reject the corresponding
recommendations;

6) to set up timeframes for submitting by the procuring entities the information on the planned
procurement and the procurement contracts concluded;



9
7) to set up qualification requirements to trainers involved in training or further training
professionals with regard to organization and execution of the government procurement.

Avrticle 9. Claims Review and Procurement Monitoring Committee

1. The Authorized body shall set up the Claims Review and Procurement Monitoring
Committee (hereinafter referred to as “the Committee™).

The Committee shall:
review claims submitted by bidders in the procedure envisaged by this Law;

submit to the Authorized body the recommendations on approval of the application a bidding
procedure with restricted participation and a sole-proprietor procurement procedure;

elaborate and submit to the Authorized body to approve the methods to:

define the amount of damages in the event of violation of the legislation in the sphere of
government procurement;

calculate the price of the procurement object with consideration of technical and quality
specifications of works, goods and services.

2. The Committee is made up by single representatives of the Ministry of Economy of
Ukraine, Ministry of Finance of Ukraine, Ministry of Justice of Ukraine, Main Control
and Revision Office of Ukraine, State Treasury of Ukraine, Antimonopoly Committee of
Ukraine, State Inspection for Prices Control of Ukraine, Chamber of Auditors,
Economic Policy Committee of the Verkhonva Rada of Ukraine, the Budget Committee
of Verkhovna Rada of Ukraine, the Committee on Combating Organized Crime and
Corruption at the Verkhovna Rada of Ukraine.

State officials only can be the members of the Committee.

The list of the members of the Committee shall be approved by the Authorized body and
disclosed at the web-portal of this body.

The Head of the Committee shall be appointed Deputy Minister of Economy of Ukraine.

3. The rules and procedures of the Committee shall be defined by the Committee and
disclosed at the web-portal of the Authorized body.

The Committee sitting shall be deemed eligible if it is attended by not less than two third
of the members of the Committee. The decision of the Committee shall be deemed made if it was
voted for by the two third of the members of the Committee being present at the sitting. Each
member of the Committee shall have one vote. In the event of equal distribution of votes the vote
of the Head of the Committee shall be deemed casting, and in the event the Head is not present at
the sitting — the vote of the Chairman of the sitting. The decision of the Committee shall be filed
as the Minutes signed by the Head of the Committee.

The Authorized Body shall be responsible for organizational and logistic Support of the
Committee activities.

Article 10. Participation of the general public in the formation and implementation of the state
policy in the sphere of government procurement.

1. Both procuring entities and bidders of procurement procedures and the Authorized Body
shall foster the involvement of the general public in carrying out control in the sphere of
government procurement in accordance with the Laws of Ukraine “On Unions of Citizens”,
“On Appeals of Citizens” and “On Information”.

2. The Authorized Body, managers of state funds shall ensure a proper feedback to appeals of
citizens and public organizations and their unions.
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3. Citizens and public organizations and their unions shall not interfere in the
work of the Authorized Body and the procedure of the procuring entity’s defining a winner
of the tender.

4. Representatives of mass media can be present at bids disclosure procedures.

Chapter 111
GENERAL PROCUREMENT CONDITIONS

Article 11. Publication of procurement information

1. The procuring entity publishes procurement information, in particular:
annual procurement plan;

planned procurement announcement (request for price proposals, invitation);
announcement about holding a preliminary qualification;

minutes of opening bid (price) proposals;

minutes of bid proposals evaluation;

announcement about bid proposal acceptance;
announcement about procurement procedure results;

information pertaining to the review of complaint submitted according to this Law (on receipt of
complaint, decision concerning complaint review);

bidding documentation, amendments to it and explanations, except for cases when information in
bidding documentation cannot be disclosed under the law;

report on procurement procedure results;

announcement about procurement procedure cancellation (in case the procedure had been
announced).

2. Announcement about planned procurement (demand for price proposals, invitation) and
procurement procedure results shall be published in official government procurement newsletter free
of charge.

The information listed in part 1 of this article shall be published on web portal of Authorized
institution free of charge.

The information listed in part 1 of this article shall be published on web portal of Authorized
institution on the day of its publication in state official government procurement newsletter.

In case the information posted on web portal of Authorized institution contains data different
from those published in official government procurement newsletter, the information published in
official government procurement newsletter is considered to be authentic.

The information noted in part 1 of this article can be additionally published upon decision of the
procuring entity in other media, on websites of procuring entities, respective authorities, and local self-
governing bodies.

The procuring entity can also publish other information on procurement except for information
qualified as state secret.

3. The procurement procedure cannot be held before publication of announcement (demand for
price proposals, invitations) about it pursuant to paragraph two of part 2 of this article except for cases
when the procuring entity conducts procedures of restricted bidding and procurement from single
entity in accordance with this Law.
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4. The announcements about planned procurement or holding preliminary qualification
of participants are additionally posted in respective international publications and on the web portal of
Authorized institutions in one of the foreign languages used in international trade in case the expected
value of procurement object exceeds the sum equivalent to:

200 thousand euro, for goods;
300 thousand euro, for services;
500 thousand euro, for works.

The euro exchange rate is determined according to the official exchange rate of the National
Bank of Ukraine established for the day of sending planned procurement or preliminary qualification
announcement for publication.

5. The publication of information envisaged by part 1 of this article in the Internet is not
considered electronic procurement.

6. The access of users to the information published on web portal of the Authorized institution is
free of charge.

7. The violation of publication procedure envisaged by this article serves as a ground for
recognizing the procurement procedure null and void by the Commission or court.

Article 12. Tender committee

1. The tender committee is established by the procuring entity (general procuring entity) for the
organization and holding of procurement procedures.

The tender committee acts on collective nature basis with conflict of interest absent among the
tender committee members and their being unbiased.

2. The composition of tender committee and the provision of tender committee are approved by
the decision of procuring entity (general procuring entity). The tender committee cannot include
officials and bidders’ representatives, their family members and also people’s deputies of Ukraine and
deputies of village, town, city district, district and regional councils.

Tender committee consists of no less than five persons.

3. Experts and consultants involved in the work of tender committee on contract terms under the
legislation cannot be members of tender committee and are not responsible for the decisions, actions or
inaction of tender committee and officials of procuring entity, bidder or other persons, for performance
(non-performance) of procurement contracts and also for consequences caused by such decisions,
actions or inaction.

4. The work of tender committee is directed by its head. The head of the tender committee
organizes the work of the committee and is personally responsible for the committee fulfilling the
delegated functions.

Head, deputy head and secretary of the tender committee shall receive the document on
completing a training (enhancing qualification) in the procurement field according to the procedure
established by the Authorized institution.

5. The decision of the tender committee is documented in minutes signed by all committee
members who took part in voting.

Tender committee members are personally responsible for decisions made by them according to
the laws of Ukraine.

6. A typical provision on the tender committee is developed and approved by the Authorized
institution.

Article 13. Procurement procedures
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1. Procurement can be held with the help of  one of the following procedures:
Open bidding;
Open bidding with reduction of price;
Price reduction;
Two-stage bidding;
Request for price proposals;
Restricted bidding;
Procurement from single entity.

2. The procuring entity has the right to carry out procurement according to one the procedures
listed in part 1 of this article (except for restricted bidding and procurement from single entity) by
conducting electronic procurement using an informational system in the Internet and adhering to
requirements established by this Law and other legal acts of Ukraine.

Article 14. Procurement on coordination basis

1. Upon request of the Authorized institution the Cabinet of Ministers of Ukraine approves the
list of goods and services the procurement of which is conducted on coordination basis for the funds
from State budget of Ukraine and defines general procuring entity.

The Council of Ministers of the Autonomous Republic of the Crimea and executive bodies of
local councils approve the list of goods and services the procurement of which is conducted on
coordination basis for the funds from budget of the Autonomous Republic of the Crimea and local
budgets and define the general procuring entity.

The order of procurement on coordination basis is established by the Cabinet of Ministers of
Ukraine upon request of the Authorized institution.

2. The general procuring entity:

conducts the procurement procedure according to the requirements of this Law and determines
the successful bidder;

informs all interested procuring entities about procurement procedure results.

3. The procuring entity concludes a procurement agreement with the successful bidder
determined by general procuring entity, except for cases when goods or services do not meet the
requirements of the procuring entity due to their technical specifications, quality, supply conditions or
price. In such case the procuring entity has the right to refuse from accepting the bid proposal and
concluding a procurement contract having informed the general procuring entity about it and to
conduct a procurement procedure for such goods or services. The general procuring entity is informed
by procuring entities about conclusion of procurement contract or refusal to conclude it according to
the procedure established by the Authorized institution.

4. Having received notifications from procuring entities about concluding procurement contracts
or refusing to conclude them, the general procuring entity submits to Authorized institution and all
interested procuring entities a report on the procurement procedure results listing the names of all
procuring entities.

Article 15. Submitting information during the procurement procedure

1. Submitting information during the procurement procedure is done in written form.

In case the procuring entity and bidders have submitted the information during procurement
procedure in another form than the written one, the content of such information shall be confirmed in
written form.
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2. Submitting information during electronic  procurement is done by the procuring entity and
bidders in the electronic form according to legislation requirements.

Article 16. Language used during the procurement procedure

1. Bid (qualification) proposals are submitted in the language (languages) noted by the procuring
entity in bidding (qualification) documentation.

2. If the expected value of procurement object exceeds the sum equivalent to: 200 thousand euro,
for goods; 300 thousand euro, for services and 500 thousand euro, for works, the documents of
procuring entity on procurement procedure envisaged by this Law are put in Ukrainian and other
language used in international trade. The texts shall be authentic, the text in Ukrainian being prevalent.

Article 17. Qualification requirements for bidders

1. The procuring entity demands that the bidders submit confirmed information on their meeting
the following qualification requirements:

permission or licence for conducting a certain type of economic activity (in cases envisaged by
the legislation);

equipment, funds and respectively qualified workforce, which has the necessary knowledge and
experience;

payment of taxes and fees (compulsory payments);
conducting economic activity by the bidder according to the provisions of his statute;

the absence of decision on recognizing the bidder as bankrupt according to the established
procedure or on his participation in the case on bankruptcy.

2. The qualification requirements established by the procuring entity according to this article and
the list of documents confirming the information of bidders on their adherence to such requirements
are noted in bidding (qualification) documentation.

3. The documents not envisaged by the legislation for bidders — natural persons, including
natural persons — entrepreneurs are not submitted by them as a part of bid proposal.

4. The procuring entity cannot establish discriminatory requirements for the bidders.

Article 18. Bid (qualification) proposals rejection

1. The procuring entity shall reject a bid (qualification) proposal in case:

1) it has irrefutable evidence that the bidder offers, provides or agrees to provide directly or
indirectly to any official of the procuring entity or other state institution a remuneration in any form
(employment proposal, valuable object, service etc.) with the aim to influence the decision about the
successful bidder or the application of certain procurement procedure by the procuring entity;

2) the bidding natural person was convicted of a crime committed during the procurement
procedure or other crime committed on lucrative impulse, and the conviction was not lifted or cleared
off according to the established procedure;

3) the official of the bidder who has been authorized by the bidder to represent his interests
during the procurement procedure was convicted of a crime committed during the procurement
procedure or other crime committed on lucrative impulse, and the conviction was not lifted or cleared
off according to the established procedure;

4) the bidder is a connected person;
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5) the bidder submitted inadequate information on his adherence to the established
qualification requirements;

6) the bidder does not meet the established qualification requirements;

7) the bidder submitted the proposal against the requirements of bidding documentation and this
Law.

2. The information on rejection of bid (qualification) proposal with the indication of reason is
sent within seven calendar days to the bidder whose proposal had been rejected.

Article 19. The report on procurement procedure results

1. The report on procurement procedure results shall include:
name of procurement object;

number of procurement procedure participants and the name and location of bidder with whom
the procurement contract had been concluded;

bid proposal and procurement contract price;

date of publication of announcement about planned procurement, request for price proposals and
procurement procedure results or the date of sending an invitation for participation in the restricted
bidding, procuring from single entity and the date of informing the bidders about procurement
procedure results;

information on bidders providing a calculation of price for procurement object according to its
method of calculation confirmed by the Authorized institution;

in case procurement contract was not concluded as a result of bidding procedure — the grounds
for such decision;

date of bid proposal acceptance and conclusion of procurement contract.

2. The report on procurement procedure results (except for information of state and commercial
secret) is published by the procuring entity within 10 days after its approval according to Article 11 of
this Law.

3. The term of keeping the report on procurement procedure results and other documents
concerning procurement procedures amounts to three years.

Chapter IV
PROCEDURES OF OPEN BIDDING AND
OPEN BIDDING WITH REDUCTION OF PRICE

Article 20. Conditions of using procedures of open bidding and open bidding with reduction of
price

1. Open bidding and open bidding with reduction of price are the principal procurement
procedures.

2. During the open bidding procedure and open bidding with reduction of price all interested
persons have the right to submit bid proposals.

Article 21. Informing about the procedures of open bidding and open bidding with reduction of
price
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1. The announcement about holding open bidding and open bidding with reduction of price
shall include:

name and location of procuring entity;

web site where the procuring entity additionally posts procurement information (in case of such
procedure planned);

name, number and place of supplying goods, or kind and place of conducting works or providing
services;

term of supplying goods, conducting works or providing services;

ways and place of obtaining bidding documentation;

place and term of submitting bid proposals;

place, date and time of opening bid proposals;

address of the chosen informational system in the Internet (in case of electronic procurement);
amount, type and conditions of providing bid security (if the procuring entity so requires).
The announcement may include additional information determined by the procuring entity.

2. The term for submitting bid proposals cannot be less than 20 calendar days from the date of
publication of announcement about holding the procedure of open bidding and open bidding with
reduction of price.

Article 22. Bidding documentation

1. The procuring entity sends or provides for the person who intends to participate in the
procurement procedure free bidding documentation within three working days after receiving a
respective request from this person.

Bidding documentation can be taken free of charge by the person who intends to participate in
the procurement procedure on the web portal of the Authorized institution.

2. The bidding documentation is developed by the procuring entity shall contain:
1) instruction on preparation of bid proposals;

2) qualification requirements for bidders and the list of documents confirming the information of
bidders on their adherence to such requirements;

3) list of criteria put forward by the tender committee to evaluate the adherence of bidders to the
established qualification requirements;

4) information on the necessary technical and quality specifications of procurement object,
including respective technical specification (if necessary, plans, sketches, drawings or description of
procurement object). At that, the technical specification shall contain detailed description of goods,
works and services procured, including their technical and quality specifications; requirements
concerning technical and functional specifications of procurement object in case the description is
impossible to make or when it is more reasonable to indicate such specifications; references to
standard specifications, requirements, notation conventions and terminology associated with goods,
works or services procured and envisaged by existing international or national standards, norms and
rules. Technical specification shall not contain references to specific trademark or company, patent,
procurement object construction or type, source of its origin or producer. In case such reference is
necessary, the specification shall contain the words “or equivalent”;

5) amount of goods and place of their supplying;
6) place where works shall be conducted or services provided;
7) terms of supplying goods, conducting works or providing services;
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8) draft contract or principal conditions which shall be included in the procurement
contract;

9) description of separate part or parts of the procurement object (lot) pertaining to which bid
proposals can be submitted in case the bidders are allowed to submit bid proposals for part of
procurement object (lot);

10) list of criteria and method of bid proposals evaluation with the indication of criteria’s weight;
11) term of validity for bid proposals;

12) method of evaluation and comparison of alternative bid proposals (if they are allowed by the
procuring entity);

13) requirement for the bidder to submit a calculation of procurement object price according to
the method of its calculation approved by the Authorized institution.

The bidder has no right to include in the bid proposal price any expenses incurred during
participation in the procurement procedure;

14) information on currency used for calculation and indication of bid proposal price;
15) information on language (languages) used to compile bid proposals;

16) indication of means, place and deadline for submitting bid proposals;

17) procedure of providing explanations concerning bidding documentation;

18) term of validity for bid proposals;

19) place, date and time of opening bid proposals;

20) last name, first name and patronymic, post and address of one or several officials of the
procuring entity who are authorized to communicate with the bidders.

Bidding documentation may also contain other information which the procuring entity deems
necessary.

3. Bidding documentation shall not contain requirements limiting competition and discriminating
bidders.

Article 23. Providing explanations concerning bidding documentation and making amendments
to it

1. The person who has obtained bidding documentation from the procuring entity has the right to
address the procuring entity for explanations concerning bidding documentation no later than seven
calendar days before the end of term for submitting bid proposals. The procuring entity shall provide
explanations to the query within three calendar days from the day of its receipt to all persons who have
obtained bidding documentation.

In case of holding a meeting to explain any queries concerning bidding documentation the
procuring entity shall provide the minutes of such meeting, which contains all query explanations and
send it to all persons who have received bidding documentation regardless of their presence at the
meeting.

The explanations mentioned in this part are published by the procuring entity according to
Article 11 of this Law.

2. The procuring entity has the right no later than seven calendar days before the end of term for
submitting bid proposals on one’s own initiative or according to the results of queries make
amendments to bidding documentation having extended the term of submitting and opening bid
proposals by no less than three calendar days and immediately send a written notification about the
abovementioned changes to all persons who received bidding documentation.
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In case of late provision of explanations concerning the content of bidding documentation
or late amendments to it by the procuring entity it shall extend the term for submitting and opening bid
proposals by no less than three calendar days and inform about it all persons who received bidding
documentation.

The information listed in this part is published by the procuring entity according to Article 11 of
this Law.

Article 24. Provision of bid security

1. The procuring entity has the right to include in the announcement about procurement
procedure and in bidding documentation the requirements for providing bid security.

In case the procuring entity requires provision of bid security the bidding documentation shall
contain conditions of its provision, in particular type, amount, term of validity and also cases when bid
security is not returned to the bidder. In such case the bidder submits bid security together with the bid
proposal.

The amount of bid security in monetary value cannot exceed 1 per cent of the expected
procurement value in case of holding bidding for procuring works and 5 per cent in case of holding
bidding for procuring goods or services on the conditions defined by bidding documentation.

2. In case bid proposals are submitted concerning a part of procurement object (lot) the amount
of bid security is determined by the procuring entity on the basis of expected value of procurement
object pertaining to each of its parts (lots).

3. In case bid security is provided for the bidder by any other enterprise, institution or
organization the bidder shall agree this decision with the procuring entity before submitting a bid
proposal.

4. Bid security is not returned by the procuring entity in case of:

Withdrawal or change of bid proposal by the bidder after the expiration of term for submitting a
bid;

Non-signing of procurement contract by the successful bidder;

Non-provision of contract performance security by the successful bidder after the acceptance of
his bid proposal, if bidding documentation envisages providing such security.

5. The procuring entity shall return bid security to the bidder within 10 calendar days from the
day of emerging grounds for the return of bid security in case of:

expiration of bid security term noted in bidding documentation;
conclusion of procurement contract with the successful bidder;
withdrawal of bid proposal before the end of term for submitting bids;

end of procurement procedure in case of non-conclusion of procurement contract with any of the
bidders who submitted their bid proposals.

6. The funds which came as bid security (in case they are not returned to the bidder) are subject
to transfer to respective budget, and in case of procurement for the funds of an enterprise are
transferred to the enterprise’s account.

Article 25. Procedure of submitting bid proposals

1. The bid proposal is submitted in written form with the signature of bidder’s authorized person
in a sealed envelope or in another form mentioned in bidding documentation. Upon request of the
bidder, the procuring entity confirms the receipt of bid proposal indicating date and time.
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Every participant has the right to submit only one bid proposal (including a proposal for a
part of procurement object (lot) listed in bidding documentation) and can also submit an alternative bid
proposal if it is envisaged by bidding documentation. The received bid proposal is entered by the
procuring entity into the register the form of which is defined by the Authorized institution.

2. The bidding documentation is accompanied by the document confirming the provision of bid
security by the bidder if such provision is envisaged by bidding documentation and by the calculation
of procurement object price according to the method approved by the Authorized institution.

3. Bid proposals received by the procuring entity after the expiration of term for their submitting
are not opened and returned to the bidders who have submitted them.

4. Bid proposals are valid during the term noted in bidding documentation. Before the end of this
term the procuring entity has the right to require that the bidders extend the terms of their bid
proposals. The bidder has the right:

to decline such request not losing the bid security provided;
to agree to the demand and to extend the term of bid proposal and bid security submitted.

5. The bidder has the right to modify or withdraw the bid proposal before the end of term for its
submitting not losing the bid security as a result. Such modifications or the bid withdrawal application
are taken into account in case they are received by the procuring entity before the end of term for
submitting bid proposals.

6. The procuring entity has the right before the end of established term for submitting bid
proposals to make a decision on its extension in case one or more persons who have received bidding
documentation from the procuring entity cannot submit their bid proposals before the specified
deadline due to objective reasons and have informed the procuring entity about it in written form. The
notification about term extension or about possible changes in place and procedure of opening bid
proposals is immediately sent to each person who received the bidding documentation and is published
according to Article 11 of this Law.

Article 26. Procurement contract performance security

1. Procuring entity has the right to require the successful bidder to provide not later than the date
of concluding the procurement contract a security of such contract performance according to the
conditions defined in the bidding documentation. The procuring entity returns contract performance
security according to conditions listed in the contract.

2. The amount of contract performance security cannot exceed 15 per cent of contract price in
case of procuring goods and services and 5 per cent in case of procuring works.

3. The funds which arrived as contract performance security (in case they are not returned) are
subject to transfer to respective budget and in case of procurement conducted by enterprise, to the
enterprise’s account.

Article 27. Opening of bid proposals

1. Opening of bid proposals is conducted on the day of expiration of term for their submitting at
the time and place listed in bidding documentation.

2. Participation in the procedure of opening bid proposals is allowed by the procuring entity for
all bidders or their authorized representatives and also representatives of state power institutions
(including deputies of all levels). The absence of bidder or his authorized representative at the
procedure of opening bid proposals is not a reason for refusal to open or to reject his bid proposal.

3. During the opening of bid proposals the presence of all necessary documents envisaged by
bidding documentation and their correctness is checked and announced; name and location of each
bidder and price of each bid proposal are also announced.
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4. In case of procuring entity conducting a  procedure of open bidding with reduction of price
or the second stage of two-stage bidding the procuring entity after opening bid proposals offers the
present bidders’ representatives to reduce the proposed bid proposal price by a step defined by the
scale. If after a three-time announcement of a price a lower price is not offered, the procuring entity
gives an opportunity to present bidders’ representatives to voluntarily reduce the proposal price until
each of the bidders announces that he has offered a final price, which shall be noted in the minutes of
bid proposals opening.

5. During the opening of bid proposals minutes is drawn according to the form established by the
Authorized institution.

A copy of minutes of bid proposals opening is provided to any bidder upon his request within
three calendar days after receipt of such request.

Article 28 Review and evaluation of bids

1. The procuring entity is entitled to appeal to the bidders for explanation of the essence of their
bids in order to simplify the procedure of review and evaluation of bids.

2. The procuring entity and the bidders shall not initiate any negotiations regarding amending
the submitted bid, including changing its price and adjusting, except for correcting any arithmetic
errors in accordance with the requirements of the chapter three of this Article.

3. The procuring entity is entitled to correct arithmetic errors found in the submitted bid during
its evaluation according to the procedure envisaged by the bidding documents provided that the bidder
who submitted the bid gave their written consent thereto.

4. The procuring entity shall evaluate the bids that have not been rejected according to the Law.

5. The procuring entity defines the winner of the bidding procedure from among the bidders
whose bids were not rejected under this Law on the basis of the criteria and evaluation methods
indicated in the bidding documents.

The evaluation criteria shall be as follows:

In the event of procurement of goods, works and services with a constantly existing market,
which are produced, executed or provided beyond purposefully elaborated specifications (technical
project) — price;

In the event of procurement of a complicated or specialized nature (including consulting
services, scientific research, experiments or developments, research and engineering works) - price
together with other evaluation criteria, in particular such as:

After-sales service;
Operational costs;

Transfer of technology and education of administrative, scientific and production staff including
exploitation of local resources, including the means of production, labor force and the materials needed
for production of goods, execution of work, and provision of services offered by the bidder.

6. In the event that in order to define the best bid, criteria other than price are applied, the value
equivalent or specific weight of these criteria in the general evaluation of the bids shall be indicated in
the bidding documents. Specific weight of the price criterion shall not be lower than 70 percent.

7. The procuring entity is entitled to request from any of the bidders the submission of the
documents on the reaffirmation of its compliance with qualification requirements or apply for
confirmation of this information to public authorities, agencies, organizations in accordance with their
competence field. In the event of refusal of the bidder to submit the documents on such a confirmation
or credible information with regard to its noncompliance with the qualification requirements or the fact
of indicating in the bid inadequate information, the customer shall reject the bid of this bidder and
defines a winner of the tender from among the bidders left with the duration of their bids valid.
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8. To consider the bids relevant expert organizations or particular experts can be
attracted on a contractual basis.

9. Upon the results of consideration and evaluation of the bids one winner of the procurement
procedure shall be defined.

In the event of procurement procedure with the subject of procurement broken into parts (lots),
the winner shall be determined for every separate lot.

10. Relevant minutes shall be drawn up on the basis of the results of consideration and
evaluation of the bids in accordance with the form envisaged by the Authorized body.

11. The general duration of consideration, evaluation and determination of the procurement
procedure winner shall not exceed 20 calendar days following the date of disclosure of the bids.

Article 29 Rejection of bids

1. The procuring entity rejects a bid in the event that:

1) the bidder:

does not meet the qualification requirements envisaged by the bidding documents;

does not agree with the correction of the arithmetic error detected by the procuring entity;
failed to provide a bid security if such a security was requested by the procuring entity;
2) circumstances mentioned in Article 18 and part seven of Article 28 hereof have arisen;
3) the bidding documents do not comply with requirements to bidding documents.

2. The procuring entity has the right to reject all the bids before the acceptance of the bid,
provided that it is envisaged by the bidding documentation.

3. Information about bid rejection and relevant grounds for such rejection shall be forwarded to
the bidder who submitted the bid within seven calendar days following the date when the procuring
entity made a relevant decision.

Article 30 Cancellation of the bidding procedure by the procuring entity or acknowledgement of
the bidding procedure as such that has never taken place

1. The procuring entity shall cancel the bidding procedure in the event of:
submission of les than two bids for participation in the bidding procedure;
rejection of all the bids according to the Law.

The bidding procedure may be cancelled in part (with regard to a lot).

2. The procuring entity has the right to acknowledge the bidding procedure as such that has never
taken place if:

the price of the most advantageous bid exceeds the one envisaged by the procuring entity to fund
the procurement;

the procurement no longer meets government needs as a result of occurrence of unpredictable
objective circumstances (acts of God).

3. Notification of the cancellation of the bidding procedure as well as acknowledgement of the
bidding procedure as such that has never taken place shall be forwarded by the procuring entity to all
the bidders within three calendar days after making the corresponding decision.

Article 31 Acceptance of the bid and signing procurement agreement
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1. The procuring entity shall accept the bid that has been defined the best one based upon the
results of the evaluation.

2. Within three calendar days following the date of the acceptance the procuring entity shall send
a notification of the acceptance of the bid that has not expired to the winner, and all the bidders shall
receive a written notification of the results of the bidding procedure specifying the name and location
of the winning bidder whose bid has been recognized the best one as per evaluation results.

The procuring entity shall sign a procurement agreement with the bidder whose bid has been
accepted in accordance with the requirements to the bidding documentation and accepted bid within
the period not earlier than five calendar days following the date of sending a written notification to all
the bidders about their results, but not later that within 30 calendar days of the date of acceptance.

3. In the event of the bidding winner’s refusal to sign a procurement agreement in accordance
with the requirements of the bidding documentation the procuring entity shall re-determine the best bid
from the bids that have not yet expired.

Article 32 Informing the bidders of the results of the bidding procedure

1. Announcement of the results of the bidding procedure shall be published in accordance with
Article 11 of this Law within seven calendar days after signing a procurement agreement or after
making a decision on cancellation of the bidding procedure or acknowledgement of the bidding
procedure as such that has never taken place.

2. The announcement of the results of the bidding procedure shall include the following
information:

name and location of the procuring entity;

web-site where additional information of the procuring entity about the procurement procedure
was placed;

kind, number and place of delivery of goods or kind and place of carrying out work or providing
services;

date of the procurement announcement publication (announcement of the previous qualification);
date of acceptance of the bid recognized as the best one;
date of signing a procurement agreement:

the date of making a decision about canceling the bidding procedure or acknowledging the
bidding such that has never taken place (if such a decision was made by the procuring entity), and their
reason;

price under the procurement agreement;
full name of the winner of the bidding procedure.

Chapter V
PRICE REDUCTION PROCUREMENT PROCEDURE

Article 33. Terms of application of the price reduction procurement procedure

1. The price reduction procurement procedure shall be applied in the event of procurement of
good or services with a constantly operating market, which are produced or provided beyond
purposefully elaborated specifications.

Article 34. Carrying out the price reduction procurement procedure
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1. The price reduction procurement procedure shall be subject to the procedure
envisaged for the open bidding with due account taken of any specific features as determined by the
Chapter.

2. The price reduction procurement procedure shall consist of two stages:

At the first stage all the bidders are offered to submit preliminary bids without specifying the
price. The bidding documents must only provide for offers about technical, qualitative, and other
characteristics of the procurement object, terms of delivery, and qualification requirements. The period
for submission of bids is not less than 15 calendar days from the date of publication of the
announcement about the price reduction procurement procedure;

At the second stage the procuring entity suggests that bidders whose preliminary bids have not
been rejected during the fist stage submit final bids and specify the price. The period for submission of
bids during the second stage is not less than seven calendar days from the date of notifying bidders
about results of the fist stage.

3. During disclosure of bids at the second stage the bidder shall announce the name and address
of all the bidders and the price of all bids. Then the bidder suggests that the present representatives of
bidders reduce the price of their bid by one step of the price reduction procedure mentioned in the
bidding documents. The initial price for the price reduction procurement procedure shall be deemed
the minimum price of the bid. Their consent to reduce the price of the bid the present representatives
of bidders confirm by raising a card with the mentioned name of the bidder on it. If after the initial and
following prices have been announced three times, no bidder suggests a new price, the price reduction
procurement procedure terminates and the last bidder who was called and suggested the lowest price is
announced the winner.

Chapter VI
TWO-STAGE BIDDING PROCEDURE

Article 35 Terms of application and execution of a two-stage bidding procedure

1. A two-stage bidding procedure can be applied under the following conditions:

the procuring entity can not draw up a specific list of goods (work) or indicate the kind of the
services as well as in the event that to make the best decision on the procurement it is necessary to hold
preliminary negotiations with the bidders;

the subject of the procurement is carrying out scientific research, experiments or development,
research and engineering work, provision of consulting and other specific services.

Article 36. Two-stage bidding procedure

1. Two-stage bidding shall be carried out according to the procedure envisaged for the open
bidding procedure with due account taken of the peculiarities envisaged by this Chapter.

2. Two-stage bidding shall be carried out in two stages:

at the first stage all the bidders are offered to submit preliminary bids without price specification.
In this case tender documentation can include only the bids with regard to technical, quality and other
characteristics of the subject of procurement, the terms of supplies, confirmation of professional and
technical competence of the participants and their compliance with qualification requirements. The
bidders shall submit their preliminary bids within a period not less than 21 calendar days of from the
date of publication of the announcement of the two-stage bidding.

The customer is entitled to hold negotiations with any of the participants during the
consideration of preliminary tender offers. After the receipt of the preliminary offers the customer is
entitled to amend tender documentation on the subject of technical requirements and the requirements
to the quality of the procurement subject or offer new characteristics and criteria of evaluation of the
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offers under this Law. The customer shall inform  all the participants about the change of conditions
of the tender documentation during his provision of invitations to the second stage of the bidding
process;

at the second stage the customer offers the participants, whose preliminary tender offers have not
been rejected at the first stage, to submit their final tender offers with price specification. The tender
offers shall be submitted within a period not less than 11 calendar days from the date of the
notification of the bidder of the results of the first stage.

3. The bidders whose preliminary bids have not been rejected at the first stage shall submit a bid
security upon request of the procuring entity for participation in the second stage.

Chapter VII
PROCEDURE FOR REQUEST OF PRICE OFFERS (QUOTATIONS)

Article 37. Terms of application and execution of the procedure for request of price offers

1. The customer can carry out procurement by way of application of such procedure for request
of price offers with regard to products and services, which enjoy secular market, provided that their
value does not exceed UAH 200 thousand.

Article 38. Procedure for carrying out requests of price offers

1. To receive price offers the procuring entity shall send a request to not less than three bidders
and publish the request (at the date of sending thereof) according to Article 11 hereof.

2. The request shall include:
the name and location of the customer;

the description of the subject of the procurement or its parts (if the customer envisages
submission of the price offers with regard to particular parts) including their necessary technical and
other characteristics;

the website where additional information of the procuring entity about the procurement has been
placed (if appropriate);

period of delivery of goods and provision of services;

place and period of submission of price offers;

place and date of disclosure of price offers;

principal conditions of the procurement agreement.

The request must contain information whether the price includes costs pertaining to
transportation, insurance, payment of taxes and duties (mandatory payments).

3. Each bidder has a right for submission of only one price proposition (quotation), which shall
not be subject to further changes. The offer shall be submitted in a sealed enveloped or other form
envisaged by the customer, within the period envisaged by the latter.

The price offer shall be accompanies by the calculation of the price for the object of procurement
according to the methodology for calculation thereof as approved by the Authorized body.

4. Price offers shall be disclosed at the time established by the procuring entity. All the bidders
who have submitted their offers shall be invited to participate in the procedure of disclosing price
offers.

During the disclosure of price offers relevant minutes shall be drawn up in the form established
by the Authorized body.
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A copy of the minutes of the disclosure of price offers shall be provided to any of the
participants upon their request within one calendar day from the day of receipt of such a request.

5. The procuring entity accepts the price offer and signs a procurement agreement with the
bidder who has submitted the offer, which meets the requirements of the procuring entity and has the
lowest price within the period not less than 3 calendar days from the date of sending a written
notification of the results of the procedure to all the participants, but not later than 14 calendar days
from the date of identification of the winner.

6. The procuring entity rejects price offers in the event that they do not meet requirements of the
procuring entity specified in the request, on the grounds mentioned in Article 18 of the Law.

7. The procuring entity acknowledges the procedure for request of price offers as such that has
never taken place in the event of:

receipt of less than three offers;
rejection of all the offers;

excess of the lowest price offer of the amount envisaged by the customer to fund the
procurement.

8. Information about the results of the request for price offers shall be published according to the
procedure envisaged for the open bidding.

Chapter VIII
RESTRICTED BIDDING PROCEDURE

Article 39. The terms of application and execution of the restricted bidding procedure

1. The restricted bidding procedure shall be applied in the event that the goods, work or services
are of complicated or specialized nature and can be offered by a limited number of participants.

Article 40. Carrying out the restricted bidding procedure

1. The restricted bidding procedure shall be subject to the procedure envisaged for the open
bidding with due account taken of any specific features determined in the Chapter.

2. Before applying the restricted bidding procedure the procuring entity may conduct preliminary
qualification. Information about the preliminary qualification of bidders must be published by the
procuring entity according to Article 11 hereof.

3. The announcement about preliminary qualification of bidders must include the following
information:

name and location of the customer;

website where additional information of the procuring entity about the procurement has been
placed (if applicable);

name, quantity of goods and place of delivery, type of works and place of their execution or the
type of services and the place of their provision;

period of delivery of goods, execution of works, and provision of services;
methods and place of receipt of qualification documents;

place and submission period for qualification offers;

place and ate of disclosure of qualification offers.

4, Qualification documentation shall include:
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1) guidelines re: preparation and submission of qualification offers;

2) qualification requirements to the bidder and a list of documents confirming information of
bidders about their compliance with such requirements;

3) criteria and procedure for evaluation of compliance with qualification requirements;

4) information about required technical and qualitative characteristics of the procurement object,
including relevant technical specification (plans, charts, drawings or descriptions of the procurement
object if required). Technical specification, plans, charts, drawings or descriptions of the procurement
object required by the procuring entity shall not contain references to a specific trade mark or firm,
patent, construction or type of the object of procurement, source of its origin or producer;

5) quantity and place of delivery of goods;

6) place of executing works or rendering services;

7) period of delivery of goods, execution of works, and provision of services;

8) information about the language (languages) in which qualification offers must be made in;
9) method, place and deadline for submission of qualification offers;

10)procedure for providing clarifications with regard to qualification documents;

11) place, date and time of disclosure of qualification offers;

12) fist, middle and last name, position and address of one or several officials or other employees
of the procuring entity authorized to communicate with bidders.

Qualification documents may also contain other information that the procuring entity deems
appropriate for inclusion.

5. The period for submitting qualification offers may not be less than 15 calendar days following
publication of the announcement about preliminary qualification.

The customer selects bidders for further participation in the restricted participation procurement
solely based on their compliance with the requirements stipulated in the qualification documentation
within 14 calendar days from the date of disclosure of qualification offers.

6. Qualification offers of the bidders shall be disclosed on the day of expiry of the period for
submission thereof at the time and at the place mentioned in the announcement about preliminary
qualification. The procuring entity shall allow any bidders who have submitted qualification offers or
their authorized representatives to participate in the disclosure of qualification offers. During
disclosure of qualification offers the procuring entity shall check and announce the presence of all
required documents envisaged by qualification documentation with regard to their preparation and
correct execution, as well as announce the name and address of each bidder. During the disclosure of
qualification offers relevant minutes shall be taken in the form determined by the Authorized body
whose copy shall be forwarded to any and all bidders upon their request within three calendar days
following receipt of a relevant request from the bidder.

7. In the event of carrying out preliminary qualification the procuring entity shall inform each
bidder about the results of the preliminary qualification within five calendar days after its completion.

Only those bidders who have been selected upon the results of the preliminary qualification of
the participants shall be invited for further participation in the bidding procedure. The period for
submission of bids after preliminary qualification of bidders shall be not less than 10 calendar days
from the date of forwarding a notification of its results

Article 41. Peculiarities of application of the restricted bidding procedure

1. For participation in the restricted bidding procedure (specifically as per results of conducted
preliminary qualification) the procuring entity shall invite the number of persons that will secure the
selection of the most commercially reasonable offer and competition, however not less than two. The
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invitation containing the information envisaged by Article 21 of the Law shall be forwarded to the
persons indicted in this part in writing.

2. The invitation to participate in the restricted bidding procedure shall be published on the
official website of the Authorized body within three calendar days after it has been sent. Publication of
the invitation shall not be deemed invitation to participate in the restricted bidding procedure for an
undefined pool of persons.

3. In the event of restricted bidding procedure only the persons invited by the procuring entity for
participation in the procurement procedure according to the procedure envisaged by part one of this
Article shall have the right to submit bids. The period for submission of bids may not be les than 15
calendar days following the date mentioned in the invitation (in the event of applying restricted
bidding procedure following preliminary qualification of bidders -10 calendar days).

4. The restricted bidding procedure for procurement of goods, works and services shall be
applied by the procuring entity after its application has been approved by the Authorized body (except
in the event of preliminary qualification of bidders).

Chapter IX
SINGLE SOURCE PROCUREMENT PROCEDURES

Article 42. Terms of application of the single source procurement procedure

1. Single source procurement is a procedure according to which the procuring entity enters into a
procurement agreement with the bidder after relevant negotiations with the latter.

2. Single source procurement shall be applied by the procuring entity after it has been approved
by the Authorized body in the event of:

1) procurement of works of art or procurement related to protection of rights of intellectual
property and execution of a procurement agreement with the winner of architecture or art contest;

2) lack of competition (as well as due to technical reasons) for the goods, work or services that
can be delivered, carried out or provided by a particular bidder only, and there is no option in this case.

3) need for carrying out additional construction works not included into the original project, the
value of which does not exceed 50 percent of the primary agreement, but which due to acts of God
became necessary for execution of the project, provided that the agreement will be signed with the
performer of these works and these works are technically or economically linked to the primary
agreement;

4) needs for additional deliveries by the primary bidder (not over 50 percent of the value
specified in the primary agreement), intended for partial replacement or increase of deliveries, when
any changes made by the bidder may lead to procurement of goods or services which do not meet the
requirements of interchange.

5) occurrence of an urgent need for procurement due to specific economic or social, legal, other
circumstances, which the procuring entity could not foresee;

6) procurement of services in the official delegation halls for government, parliamentary,
diplomatic delegations and officials of state bodies.

3. The bidder must submit price calculation for the object of procurement according to the
methodology and calculation approved by the Authorized body.

Chapter X
PROCUREMENT AGREEMENT
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Article 43. Basic requirements to the procurement agreement

1. The procurement agreement shall be concluded in writing according to the provisions of the
Civil Code of Ukraine and the Commercial Code of Ukraine.

A sample procurement agreement shall be approved by the Authorized body.

2. The procurement agreement may be prolonged for the period sufficient for conducting
procurement at the beginning of the following year for the amount not exceeding 15 per cent of the
value determined in the agreement concluded in the preceding year if funds have been approved for the
purpose according to the established procedure.

3. The procuring entity has the right to envisage prepayment in the procurement agreement
according to the requirements of budget legislation at the expense of the funds of the State Budget of
Ukraine, the budget of the Autonomous Republic of the Crimea and local budgets. In the event of
procurement at the expense of other government funds the procuring entity may introduce terms and
conditions to the procurement agreement pertaining to prepayment according to the Civil Code of
Ukraine and the Commercial Code of Ukraine.

Article 44. Essential terms of the procurement agreement

1. Essential terms of the procurement agreement are as follows:

the object of procurement (name (nomenclature, range); quantity of goods, works, and services,
as well as quality requirements);

payment procedure;

contractual price;

period of validity of the agreement;
rights and obligations of the parties;

specification of the condition concerning the possibility to reduce procurement volumes
conditional upon actual funding of the expenses;

responsibility of the parties;
other terms and conditions which the parties must agree upon request of one of the parties.

If the parties fail to reach agreement about all essential terms and conditions, the procurement
agreement shall be deemed as such that has not been concluded. If one of the parties has taken actions
to implement the agreement, legal consequences of such actions shall be determined according to the
Civil Code of Ukraine.

Article 45. Payment under the procurement agreement

1. During the settlement of payment under procurement agreements, the State Treasury of
Ukraine (servicing bank) inspects the availability of:

A report about results of the procurement procedure;

A copy of the announcement about the planned procurement procedure (request for price offers)
and of the announcement about results of the procurement procedure;

The decision about approving application of the restricted participation procedure and single
source procurement procedure according to this Law.

2. The State Treasury of Ukraine (servicing bank) does not have the right to effect payments
from the account of the procuring entity according to the undertaken financial obligation under the
procurement agreement if the procurement procedure has been recognized according to the established
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procedure as such that has been conducted in violation of requirements of the Law. Information
about such events the State Treasury of Ukraine (servicing bank) shall forward within two business
days to the Authorized body, the Commission and law enforcing bodies.

Article 46. Termination of the procurement agreement and invalidation thereof

1. In the event that the bidder-winner of the procurement procedure refuses to perform the
procurement agreement, the procuring entity has the right to unilaterally terminate the agreement and
carry out another procurement procedure.

In this event the period of validity of the agreement shall be terminated.

2. The procurement agreement shall be null and void if it has been concluded during the period
of termination of the procurement procedure in relation to a claim submitted.

Article 47. Procedure for provision of information about signed procurement agreements

1. Information about signed procurement agreements shall be submitted upon the request of the
Authorized body or the general procuring entity (in the event that the procurement was carried out on
the coordination basis) by submission of a copy of the concluded procurement agreement certified by
the procuring entity.

2. A copy of the concluded procurement agreement shall be submitted within the period
stipulated by the Authorized body or the general procuring entity.

Chapter XI CONTESTATION OF THE PROCUREMENT PROCEDURE
Article 48. The right for contestation of the procuring entity’s actions

1. Any bidder of the procurement procedure, is entitled to dispute the procuring entity’s actions
in accordance with the chapter of the Law by appealing to the procuring entity, Authorized body
and/or court.

2. The object of the dispute can not be:
the choice of the procurement procedure;

the decision of the procuring entity on rejection of all bids according to the second part of the
Article 30 of this Law as well as on cancellation of the bidding procedure or the acknowledgement of
the bidding procedure null and void.

Article 49. Procedure for submission and consideration of complaints

1. Before signing a procurement agreement the bidder shall submit a complaint on the subject of
the procuring entity’s violation of the procurement procedure or decisions made, actions or lack of
actions to the procuring entity or the Commission. If the claim has been submitted the Commission
shall inform the procuring entity thereof within three business days upon receipt of such claim.

2. According to the first part of this Article the procuring entity or the Commission brings the
procurement procedure to a halt for the period, which can not exceed 15 business days from the date of
its receipt by the procuring entity of the Commission and the State Treasury of Ukraine (servicing
bank) will be informed thereof within one business day. After expiry of the mentioned period the
procuring entity has the right to prolong the relevant procurement procedure unless the Commission
has made a decision within the established period about invalidation of the results of the procurement
procedure.

3. The procuring entity or the Commission shall inform the bidder who submitted the claim, the
bidder — winner of the procurement procedure, and the procuring entity of the content of the claim,
time and place of review of the claim not later than three business days after receipt of the claim.
During review of the claim the said persons have the right to participate in the review process.
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4. Within 15 business days following receipt of the claim the procuring entity or the
Commission shall make a well-grounded decision specifying the following:

in the event that the complaint was not settled, — the reasons for making such a decision;

in the event that the complaint was settled fully or partially, - measures that will be taken to settle
the conflict, obligations of the procuring entity to eliminate violations of the procurement procedure.

In the event that the complaint is considered by the procuring entity, the decision about review of
the complain shall be sent to Commission within a three business day period from the date it was
made.

5. In the event that submission of the claim by the bidder leads to detection of any violations of
the established procedure for government procurement that affect objectiveness of determining the
winner of the procurement procedure or lead to discrimination of bidders, the Commission has the
right to invalidate results of such procurement procedure and to oblige the procuring entity to start a
new procurement procedure.

The Decision of the Commission about invalidation of the results of the procurement procedure
is binding for both the procuring entity and the bidders.

6. The Commission or the procuring entity shall send a copy of the decision following review of
the complaint to the bidder, who has submitted the complaint, the procuring entity and the State
Treasury of Ukraine (servicing bank) within five business days from the date it was made.

7. After receipt of the decision based upon review of the claim the State Treasury of Ukraine
(servicing bank) shall effect the following expenditures:

If results of the procurement procedure has been invalidated and the procuring entity has been
obliged to conduct new procurement procedure — settlement of relevant payments from the account of
the procuring entity according to the undertaken financial obligations shall continue after submission
by the procuring entity of documents confirming results of a new conducted procurement procedure;

If the decision of the Commission does not envisage invalidation of the results of the
procurement procedure and does not oblige the procuring entity to conduct a new procurement
procedure, - settlement of relevant payments from the account of the procuring entity according to the
undertaken financial obligations shall continue according to the documents confirming results of the
conducted procurement procedure.

8. The limitation period with regard to the dispute of the decision of the procuring entity or the
Commission made upon the result of the complaint consideration, shall constitute 30 calendar days
from the date such a decision was made.

9. The bidder has the right to appeal against the decision, actions or inactivity of the procuring
entity in court according to the established procedure.

The claimant must forward a notarized copy of the claim along with documentary evidence of
submission of said claim to court to the State Treasury of Ukraine (servicing bank) and the procuring
entity within three business days after submission of such claim to court.

The procuring entity terminates the procurement procedure on the date of receipt of a copy of the
claim.

Starting from the sate of receipt of the claim the State Treasury of Ukraine (servicing bank) is
obliged to stop settlement of payments from the account of the procuring entity according to the
undertaken financial obligations.

The procuring entity has the right to continue the procurement procedure and the State Treasury
of Ukraine (servicing bank) shall effect expenditures:
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In the event that the claimant has failed to submit a notarized copy of the court ruling re:
instituting legal proceedings in the matter within 20 calendar days upon forwarding of a copy of the
claim;

In the event of termination of legal proceedings in the matter;

In the event that the court decision comes into effect.

Article 50. Responsibility of the parties for violation of the requirements of this Law

1. For the violation of the requirements stipulate by this Law and regulatory norms elaborated
according to the provisions hereof, the officials of the procuring entities, bidders, members of the
bidding committee face criminal, administrative and civil charges under the Law.

Chapter XII
FINAL PROVISIONS
1. This Law comes in force within a month of the date of its publication.

2. The procurement procedures, started before this Law has come into force, shall be carried
out according to the procedure stipulated before this Law has come into force.

3. Within a two-month period of the date this Law comes into force the Cabinet of Ministers of
Ukraine shall:

Harmonize its normative and legal acts with requirement of this Law;

Ensure harmonization of relevant normative and legal acts by ministries and other central
executive authorities with the Law;

Ensure adoption of regulatory norms necessary for implementation of provisions hereof.

4. Before other normative and legal acts have been harmonized with requirements of the Law,
they remain in force, partially or entirely, to the extent that this is in line with this Law.

5. Amend the following legislation of Ukraine:

1) in paragraph 1 of part one of Article 255 of the Code of Ukraine on Administrative Violations
(Vidomosti Verkhovnoyi Rady URSR, 1984, Annex to No. 51, p. 1122) numbers “164” shall be
deleted in the following paragraphs:

“bodies of the Antimonopoly Committee of Ukraine (Articles 164° 164,
166'—166%)";

“the Accounting Chamber (Articles 1642, 164, 188'%)":

The paragraph will be supplemented as follows:

“specially authorized body in the sphere of government procurement (Article 164):”;

2) part five of Article 4 of the Commercial Code of Procedure of Ukraine (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1992., No. 6, p. 56; 1997, No. 25, p. 171; 2001, No. 36, p. 188; 2007,
No. 9, p. 67) shall be deleted:;

3) part seven of Article 8 of the Civil Code of Procedure of Ukraine (Vidomosti Verkhovnoyi
Rady Ukrayiny, 2004, No. 40 — 42, p. 492; 2007, No. 9, p. 67) shall be deleted;

4) paragraph two of part two of Article 5 of the Code of Administrative Legal Proceedings of
Ukraine (Vidomosti Verkhovnoyi Rady Ukrayiny, 2005, No. 35— 37, p. 446; 2007, No. 9, p. 67) shall
be deleted:;

5) in the law of Ukraine “On the State Control and Revision Office of Ukraine” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1993, No. 13, p. 110; 2006, No. 18, p. 117; 2007, No. 9, p. 67) the
following shall be deleted:

in Article 2:
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part eight;

in part nine the words “both according to the procedure for inspecting government procurement
and”;

paragraph 8 of part one of Article 8;

6) in the Law of Ukraine “On the Antimonopoly Committee of Ukraine” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1993, No. 50, p. 472; 2000, No. 41, p. 343; 2004, Ne 13, p. 181; 2006 ,
Ne 14, p. 118; 2007, Ne 9, p. 67) the following shall be deleted:

In part one of Article 1 the words “and in the sphere of government procurement”;
Paragraph 17 of part one of Article 7;

In paragraph 18 of part one and paragraph 19 of part three of Article 7, paragraph 20 of part one
of Article 16, paragraph 20 of part one of Article 17 the words “and the Law of Ukraine “On
Government Procurement of Goods, Works, and Services”;

7) paragraph two of part two of Article 15 of the Law of Ukraine “On Education” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1996., Ne 21, p. 84; 2007, Ne 9, p. 67) shall be deleted,;

8) paragraph 13 of Article 6 of the Law of Ukraine “On the Accounting Chamber” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1996., Ne 43, p. 212; 1998., Ne 24, p. 137; 2006., Ne 14, p. 118) shall be
deleted,;

9) paragraph four of Article 2 of the Law of Ukraine “On Licensing Certain Types of
Commercial Activities” (Vidomosti Verkhovnoyi Rady Ukrayiny, 2000, Ne 36, p. 299; 2001, Ne 11, p.
45; 2002, Ne 1, p. 1, Ne 20, p. 134; 2004., Ne 12, p. 155; 2005, Ne 42, p. 465; 2006, Ne 18, p. 155;
2007., Ne 9, p. 67, Ne 10, p. 89, Ne 34, p. 444) shall be deleted;

10) paragraph 30 of part one of Article 16 of the Law of Ukraine “On the State Service of

Special Communication and Information Protection of Ukraine” (Vidomosti Verkhovnoyi Rady
Ukrayiny, 2006., Ne 30, p. 258) shall be deleted.
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DRAFT

LAW OF UKRAINE

On Public Procurement of Goods, Works and Services

This Law establishes general legal and economic grounds for
public procurement of goods, works and services.

The purpose of this Law 1s to develop a competitive
environment 1In the public procurement sphere, to prevent
manifestations of corruption 1iIn this sphere, to ensure
rational and efficient use of public funds.

Section 1
GENERAL PROVISIONS

Article 1. Definition of main terms

1. The terms listed below are used iIn this Law 1In the
following meaning:

1) acceptance of a tender offer — acceptance by the client of
a tender offer, which 1s considered to be the most
economically efficient based on results of the evaluation, as
well as the agreement to assume obligations to pay for the
subject of procurement or a part (lot) thereof. A tender
offer i1s considered to be accepted i1t the client provides a
written confirmation of the tender offer acceptance within
the deadline stipulated in this Law;

2) alternative tender offer — a offer, which a participant
can submit to the client additionally as a part of a tender
offer subject to requirements of the tender documentation and
in accordance with the conditions specified In the tender
documentation. Such alternative tender offer 1i1s different
from the offer prepared in accordance with the terms of the
tender documentation;
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3) general client — a public authority, enterprise,
institution or organization designated respectively by the
Cabinet of Ministers of Ukraine, the Cabinet of Ministers of
the Autonomous Republic of Crimea or executive bodies of
local Cabinets to be responsible for the organizing and
holding procurement procedures on a coordinated basis 1iIn
accordance with this Law;

4) public procurement (hereinafter referred to as
“procurement”) — purchase of goods, works and services by the
client with public funds i1In accordance with the procedures
stipulated iIn this Law;

5) public funds — funds of the State Budget of Ukraine, the
budget of the Autonomous Republic of Crimea and Ilocal
budgets, public loan resources, funds of the National Bank of
Ukraine, public targeted funds, funds of the Pension Fund of
Ukraine, Tfunds of the general mandatory public social
security, unemployment insurance funds, funds of the general
mandatory public insurance from temporary loss of the ability
to work and costs incurred as a result of childbirth and
funerals as stipulated in the Law of Ukraine "On the General
Mandatory Public Social Insurance against Occupational
Accidents and Occupational Diseases that Led to the Loss of
the Ability to Work™, funds of institutions and organizations
established by public authorities, authorities of the
Autonomous Republic of Crimea or local self-government bodies
following the due procedure, humanitarian aid In monetary
form, funds of enterprises;

6) procurement contract — the contract executed between the
client and a participant, which is based on results of the
procurement procedure and involves provision of services,
performance of works or acquisition of the title to goods in
exchange for public funds;

7) electronic public procurement - wuse of iInformation
technologies and Internet in the relations that form in the
public procurement process between clients and suppliers of
goods, works and services under this Law;

8) procurement contract performance guarantee — guarantees of
the fulfilment of the participant’s obligations under a
procurement contract provided by the participant to the
client, including such types of security as bond, guarantee,
pledge, deposit;

9) tender offer security (hereinafter the ‘“tender security”)
- guarantees of the Ffulfilment of the participant’s
obligations 1in connection with submission of the tender
offer, including such types of security as bond, guarantee,
pledge, deposit;
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10) procurement on a coordinated basis — fulfilment
of the procurement procedure by the general client acting iIn
the clients” interests following the procedure stipulated iIn
this Law;

11) clients — administrators of public funds performing the
procurement following the procedure stipulated in this Law;

12) qualification documents — documents prepared by the
client and provided to prequalification participants in order
for them to prepare qualification offers for

prequalification;

13) qualification offers - an offer submitted by a
prequalification participant to the client In accordance with
requirements of the qualification documents;

14) winner of the procurement procedure — the participant
whose tender offer i1s accepted;

15) enterprises — state-owned enterprises, including military
and municipal enterprises and companies, in which the state
or a municipality holds over 50% of shares (stocks) iIn the
registered capital, their subsidiaries, as well as
enterprises and companies, In which over 50% is owned by
state-owned enterprises, including military and municipal
enterprises and companies, iIn which the state or a
municipality holds over 50% of shares (stocks) 1iIn the
registered capital;

16) related person — a person that meets any of the following
requirements:

— a legal person that exercises control over the
participant or is controlled by the participant, or 1is
controlled jointly with the participant;

— a natural person or members of his/her family who
exercise control over the participant;

— an official of the participant, who 1s authorized to
perform, on behalf of the participant, legal actions
with the purpose to establish, to change or to bring to
an end civil legal relations, as well as members of the
official’s family.

In this Law, exercise of control shall mean direct or
indirect — through related natural or legal persons — holding
of the largest share (stock) of the registered capital of the
participant or the control of the largest number of votes in
the governing body of the participant, or the holding of
share (stock) not 1less than 20 of the participant’s
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registered capital. |In the case of a natural person, the
total share iIn the participant’s registered capital (votes iIn
the governing body) is determined as the sum total of the
corporate rights owned by this natural person, members of
his/her family, and the legal persons owned by this natural
person or members of his/her family.

For the purpose of this Law, members of the family include
spouses, their children, parents, brothers, sisters,
grandchildren, spouses of the children, parents, brothers,
sisters and grandchildren;

17) services — any procurement, except for goods and
services, 1iIncluding training of specialists, provision of
transportation and communication means, introduction of
technologies, scientific research, medical and household
services, current repailr and consultancy services.
Consultancy services include services associated with
consulting, expert vreview, assessment, preparation of
opinions and recommendations;

18) subject of procurement — goods, works or services, which
are procured by the client iIn the frame of the common
procurement procedure, and for which participants are allowed
to submit tender offers or offers during negotiations i1f the
single participant procurement procedure 1is applied. The
subject of procurement is defined by the client following the
procedure established by the Authorized Body. There may be
not more than two tender offers for each subject of
procurement;

19) works — design and greenfield construction, expansion,
reconstruction, major repair and restoration of production
and non-production facilities and installations, geological
survey works, technical reequipment of existing enterprises,
as well as services associated with works, including geodesic
works, drilling, seismic research, aerial and satellite
photography and other services, which are included iIn the
cost estimate of the works, If the cost of such services does
not exceed the cost of the works;

20) administrator of public funds — state public authorities,
public authorities of the Autonomous Republic of Crimea,
local self-government bodies, other bodies, agencies,
organizations as stipulated 1n the Constitution and other
legislative acts of Ukraine, as well as enterprises, agencies
or organizations established following the established
procedure by state public authorities, public authorities of
the Autonomous Republic of Crimea, Jlocal self-government
bodies and authorized to receive public Tfunds, assume
obligations iIn connection with them and make payments, as
well as enterprises;
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21) validity of a tender offer — the term stipulated by the
client 1n the tender documentation, during which participants
may not change their tender offers;

22) tender documentation - the documentation, which the
client prepares and submits free of charge to persons upon
their request so they can prepare tender offers for the
subject of procurement or a part thereof;

23) tender offer — a offer for a specific subject of
procurement or a part (lot) thereof, which is prepared and
submitted to the client by the person that confirmed the
intention to participate iIn the procurement, Tfollowing the
procedure stipulated by  this Law and the tender
documentation;

24) tender committee — a group of specialists appointed by
the client (general client) to be responsible for the
organization of a procurement In accordance with this Law;

25) bidding (tender) — competitive selection of participants
with the purpose to select the winner of the bidding (tender)
in accordance with the procedures (except for the procurement
from a single participant procedure) established by this Law;

26) goods — commodities, objects of any kind and purpose,
including raw materials, products, equipment, technologies,
objects i1n a solid, liquid and gaseous state, 1including
electricity, as well as services associated with the delivery
of goods, provided that the cost of such services does not
exceed the cost of the goods;

27) Authorized Body — Ministry of Economy of Ukraine, which
is to fulfil the functions of the specially authorized body
responsible for public procurement;

28) participant of a procurement (hereinafter the
“participant”) — a natural person, including natural persons
who are entrepreneurs, a Qlegal person (resident or non-
resident), which confirmed the intention to participate in
the procurement and submitted a tender or a qualification
offer;

29) participant of preliminary qualification — a natural
person, including natural persons who are entrepreneurs, a
legal person (resident or non-resident), which confirmed the
intention to participate in the preliminary qualification and
submitted or is submitting a qualification offer;

30) part of the subject of procurement (lot) — a part of the
goods, works or services identified by the client (as regards
the scope, types or place of delivery of goods (performance
of works, provision of service), for which participants are
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allowed to submit offers within the single procurement
procedure or offers during the negotiations 1f the
procurement from a single participant procedure is applied.
There may be not more than two tender offers for each subject
of procurement.

Article 2. Sphere of application of the Law

1. This Law applies to all procurements of goods, works and
services, which are financed fully or partially with public
funds provided that the value of the subject of the
procurement is equal to or exceeds UAH 100 thousand for a
product (products) or a service (services), and UAH 300
thousand for works (UAH 500 thousand 1f goods, works and
services are procured with corporate funds).

2. Conditions for procurement of goods, works and services
with public funds may be stipulated or changed only iIn this
Law and only iIn the cases stipulated in this Law.

The Cabinet of Ministers may define peculiarities of the
procurement of goods, works and services related to the state
defence contracts for manufacturing of arms and special
products, as well as to the procurement of goods and services
by enterprises of the defence industrial complex.

3. This Law does not apply to the following subjects of
procurement:

1) goods, works and services intended for the preparation and
holding of extraordinary elections of the people’s deputies
of Ukraine;

2) blank forms for securities and official numbered
documents;

3) Ukrainian state awards and decorations;

4) Education certificates of the government type;

5) protected paints, paper and other materials, which are
used Tor the production of securities, official numbered
documents in accordance with their protection scheme;

6) books procured directly by libraries;

7) lease of public and municipal property;

8) services procured by state-owned banks as they perform

bank transactions i1In accordance with the Law of Ukraine "On
Banks and Banking Activity'';
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9) bank services related to payments for municipal
services, servicing of current accounts and cash desk
services;

10) air transportation services for official state
delegations;

11) administrative services provided exclusively by bodies of
the executive power in accordance with the legislation;

12) rail transportation services;
13) natural gas and services associated with its
transportation, distribution and supply;

14) mail services, stamps and envelops;

15) prosthetic and orthotic products, prosthetic and orthotic
footwear and movement appliances produced for disabled people
in accordance with their individual requirements, including
their components, as well as repair and prosthetic and
orthotic services;

16) artworks: paintings, graphic works, sculptures and
decorative and folk art works for the State Museum Fund of
Ukraine;

17) telecommunication services, including rebroadcasting of
radio and television signals (except mobile communication and
Internet provider services);

18) goods and services associated with the design and
manufacturing of protected paper, bank notes and coins, their
storage, transportation and accounting;

19) goods, works and services procured by clients outside
Ukraine;

20) goods and services procured directly for tours of
artistic groups and performers;

21) goods and services procured directly for the preparation
of Ukrainian Olympic and Para Olympic teams;

22) goods, works and services procured by bodies, agencies,
academic 1institutions and enterprises of the criminal and
execution system from enterprises of the criminal and
execution system;

23) centralized water supply, wastewater disposal and
maintenance of sewage systems;

24) electricity, its transmission and distribution;
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25) centralized supply of thermal energy;

26) nuclear fuel, fresh (unirradiated) fuel elements (TVELS)
for nuclear reactors;

27) legal services for the protection of rights and interests
of Ukraine during litigations iIn foreign jurisdictions;

28) goods and services intended directly for the organization
of events and official receptions with the participation of
the President of Ukraine, the Chairperson of the Verkhovna
Rada of Ukraine and members of the Cabinet of Ministers of
Ukraine;

29) site fTire protection services provided by departments of
the State Fire Protection authorities;

30) goods, works and services provided by Ukraine to other
countries as humanitarian aid;

31) goods, works and services, which constitute a state
secret because of their special purpose;

32) goods, works and services, which are necessary for
liguidation of consequences of man-caused and natural
emergencies;

33) retail automobile Tfuel purchased directly at fuel
stations;

34) goods and services, which are necessary for making
government borrowings, service and repayment of government
debt.

4. If the subject of procurement is products of the food
industry, drugs and medical products, Tfuel, catering
services, transport and repair services, the client may
during the procurement period purchase the necessary subject
of procurement without following the procurement procedures
stipulated in this Law, within an amount not exceeding 15% of
the expected value of the subject of procurement. The client
must notify this to the Authorized Body within 3 calendar
days.

The provisions of the first paragraph of this part shall not
apply to subsequent procurement of the same subject of
procurement by the client.

Article 3. Procurement principles

1. Procurements must meet the following principles:



— Maximum cost-efficiency;

— Fair competition among participants;

— Openness and transparency at every stage of procurement;
— Non-discrimination of participants;

— Objective and unbiased evaluation of tender offers;

— Prevention of corrupt actions and abuses.
Article 4. Procurement planning

1. Procurements must be organized in accordance with an
annual plan, which must be approved and disclosed by the
client within 30 days after the approval of the cost estimate
or a financial plan (plan of appropriations, plan for using
the state budget funds). The annual procurement plan must be
submitted to the Authorized Body in the cases and 1In
accordance with the procedure stipulated by this Body.

2. The Client may not split one procurement into parts with
the purpose to avoid the procurement procedures.

Article 5. Non-discrimination of participants

1. Local and foreign participants participate iIn procurement
procedures on equal terms.

2. Clients and the Authorized Body shall ensure free access
for all participants to the procurement iInformation
stipulated In this Law.

3. The Client may not apply discriminatory conditions to
participants.

Article 6. International obligations of Ukraine in the sphere
of procurement

1. If an international agreement of Ukraine ratified by the
Verkhovna Rada of Ukraine establishes a procurement procedure
other than the procedure stipulated in this Law, the
provisions of the international agreement of Ukraine shall

apply.

2. Procurement of goods, works and services with loan funds
provided in accordance with duly executed international
agreements of Ukraine by the International Bank for
Reconstruction and Development, International Finance
Corporation, Multilateral Investment Guarantee Agency,
International Development Association, European Bank for
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Reconstruction and Development, European
Investment Bank, Nordic Investment Bank shall follow the
principles and rules established by these organizations.
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Section 11
STATE REGULATION IN THE SPHERE OF PROCUREMENT

Article 7. State regulation 1In the sphere of procurement

1. State regulation in the sphere of procurement is performed
by the Authorized Body and other bodies iIn accordance with
their competence.

2. The Authorized Body i1s the Ministry of Economy of Ukraine.

3. The Authorized Body exercises control, supervision and
coordination i1n the sphere of procurement within the
authority defined In this Law.

Other bodies exercise control over the activity of clients
and participants and received iInformation from them within
their authority defined i1n the Constitution and Laws of
Ukraine.

4. State Treasury of Ukraine:

Checks the existence of the procurement contract, its
correspondence with the procurement report and the annual
procurement plan, as well as the correctness of their
preparation in accordance with the legislation;

Takes actions to prevent making payments from the client’s
account i1n accordance with 1ts financial obligation under the
procurement contract i1f the procurement i1s declared invalid
or during the suspension period if procurement is suspended
under this Law.

5. The State Control and Audit Service exercises control over
the observance of the procurement legislation by clients in
accordance with this Law and other laws of Ukraine, and
cooperates with public authorities 1iIn order to prevent
corruption in the sphere of procurement.

6. The State Statistics Committee of Ukraine Kkeeps an
inventory of procurements by way of collecting information
about planned procurements and results of procurement
procedures, including misprocurement, and approves statistics
reporting forms in the procurement sphere.

7. The Antimonopoly Committee of Ukraine exercises control
over observance of the legislation on protection of economic
competition in the sphere of procurement.

8. The Accounting Chamber exercises control in the
procurement sphere within the competence defined by the
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Constitution of Ukraine, the Law of Ukraine "On  the
Accounting Chamber', this Law and other laws of Ukraine.

Article 8. Authorized Body
1. Main functions of the Authorized Body:

1) drafting and approving regulations, which are necessary
for the application of this Law;

2) keeping an inventory of procurements by way of collecting
information about planned and performed procurements;

3) providing explanations on the application of the
procurement legislation following the procedure defined by
the Authorized Body;

4) submitting offers regarding the selection of the General
Client to the Cabinet of Ministers of Ukraine;

5) reviewing the procurement experience, including
international one;

6) international cooperation in the sphere of procurement;

7) cooperating with law enforcement authorities with the
purpose to find violations in the sphere of procurement and
submitting materials about found violations to law
enforcement authorities 1In cases stipulated in Jlaws of
Ukraine;

8) cooperating with the bodies of the Antimonopoly Committee
of Ukraine with the purpose to find violations of the
legislation on protection of economic competition in the
sphere of procurement;

9) approving the application of the procurement from a
limited number of participants or a single participant;

10) consideration of complaints submitted by participants
before the execution of the procurement contract and making
necessary decisions on them;

11) cooperating with public authorities with the purpose to
prevent corruption in the sphere of procurement;

12) approving training programs for training of procurement
experts and upgrading their qualification;

13) exercising control over the observance of the
procurement;

14) publishing the official state procurement bulletin;
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15) ensuring the functioning of the web portal of the
Authorized Procurement Body (hereinafter the “Web Portal of
the Authorized Body”);

16) publishing the 1i1nternational i1nformation procurement
bulletin;

17) drafting and approving:
standard tender documentation;
strategy for electronic public procurement;

forms:

annual procurement plan;

announcement about procurement and i1ts result;

procurement report;

list of received tender offers;

protocol of tender offer disclosure;

protocol of tender offer evaluation;
procedures:
- definition of the subject of procurement;

- exercising control over the observance of the procurement
legislation;

- approving the application of the procurement from a limited
number of participants or a single participant;

- consideration of complaints submitted by participants
before the execution of the procurement contract.

18) providing explanations regarding the preparation of
technical specifications.

2. Authorized Body has the right:

1) to require the clients to submit a report on procurement
results under this Law;

2) to check the observance of the procurement legislation;

3) 1f the Authorized Body finds violations as it takes
measures associated with the control over observance of the
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public procurement legislation, the Authorized
Body may declare results of the procurement as invalid in the
following cases:

— IFf the inspection finds violations of the legislation,
which 1mpaired the objectivity of the selection of the
winner In the procurement procedure;

— If an administrator of public funds fails to produce
requested documents on the procurement iIn question
during the iInspection.

A copy of the decision i1s sent by the Authorized Body to
administrators of public funds and the State Treasury of
Ukraine (service bank) within 5 days of 1its adoption.
Beginning from the date of receipt of the decision of the
Authorized Body to declare the procurement as invalid, the
State Treasury (service bank) may not make payments from
accounts of the client under the procurement agreement
executed based on results of the procurement specified in the
decision of the Authorized Body;

4) to prepare administrative offence protocols about
violations in the procurement sphere;

5) to set deadlines for clients as regards the provision of
information about planned procurements and executed
procurement contracts;

6) to define professional requirements to trainers who train
or upgrade qualification In organization of procurements.

Article 9. Public 1i1nvolvement 1i1n the formation and
implementation of the state policy iIn the procurement sphere

1. Clients and participants of procurement procedures and the
Authorized Body must promote the involvement of the general
public in the exercise of control over the procurement sphere
in accordance with the Laws of Ukraine "On Associations of
Citizens'™, "On Queries of Citizens™ and "On Information™.

2. The Authorized Body and administrators of public funds
must ensure appropriate reaction to queries of citizens,
civil organizations and associations thereof.

3. Citizens, civil organizations and associations thereof may
not interfere with the activity of the Authorized Body and
the selection of the tender winner by the client.

4. Representatives of the mass media may attend the bid
opening procedure.
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Section 111
GENERAL PROCUREMENT CONDITIONS

Article 10. Disclosure of information about procurements

1. The Client discloses information about procurements
following the procedure established in this Law, namely:

— Annual procurement plan;

— Announcement of planned procurement (request for price
offers, invitation);

— Announcement of prequalification;

— Bid (price offer) opening protocol;
— Bid evaluation protocol;

— Bid acceptance confirmation;

— Announcement of tender results;

— Information about consideration of complaints lodged in
accordance with this Law (about the receipt of a
complaint and the decision made after its review);

— Tender documentation, changes and explanations thereto,
except for cases when information contained in tender
documentation may not be disclosed iIn accordance with
the law;

— Procurement report;

Notice of misprocurement (if appropriate).

2. Announcements of planned procurements (request for price
offers, i1nvitation) and announcements of tender results must
be published i1n the official state public procurement
bulletin free of charge.

The i1nformation specified in part 1 of this Article must be
published on the web portal of the Authorized Body free of
charge.

The i1nformation specified in part 1 of this Article must be
published on the web portal of the Authorized Body on the day
of its publication in the official state public procurement
bulletin free of charge.
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IT the 1information published on the web portal of the
Authorized Body is different from the information published
in the official state public procurement bulletin, the
information published in the official state public
procurement bulletin is considered authentic.

The information specified in part 1 of this Article may be
published additionally at the discretion of the client 1in
other mass media, on the websites of the client, respective
public authorities and bodies of local self-government.

The client may also disclose other procurement iInformation
except for the information which constitutes a state secret.

3. Procurement may not take place before 1its announcement
(request for price offers, invitation) 1is published in
accordance with paragraph 2 of part 2 of this Article, except
for cases when the client applies the procurement from a
limited number of participants or the procurement from a
single participant procedure in accordance with this Law.

4. Announcement about planned procurements or
prequalification of participants are published additionally
in an 1international publication selected by the Authorized
Body and on the web portal of the Authorized Body in one of
the foreign languages used in international trade 1i1f the
expected value of the subject of procurement exceeds the
equivalent of:

— 200000 EUR for goods,
— 300000 EUR for services,

— 500000 EUR for works.

The euro exchange rate used for the calculations 1is the
official exchange rate set by the National Bank of Ukraine as
of date when the announcement of the planned procurement or
prequalification is sent for publishing.

5. Disclosure of the information specified in part 1 of this
Article 1In the Internet 1Is not considered to be electronic
procurement.

6. Users can access free of charge the information published
on the web portal of the Authorized Body.

7. Violation of the disclosure procedure stipulated iIn this
Law may be grounds for the Authorized Body to declare the
procurement as invalid.



17
Article 11. Tender Committee

1. The Tender Committee is established by the client (general
client) for organization of procurement procedures.

The Tender Committee Tfunctions on a collegiate basis. Its
members must be unbiased and there must be no conflicts of
interests between them.

2. The composition of the Tender Committee and the Regulation
on the Tender Committee are approved by the decision of the
client (general client). The Tender Committee may not
include officials and representatives of participants,
members of their families, as well as people’s deputies of
Ukraine and deputies of village, settlement, city, city
district, rayon and oblast Cabinets.

The Tender Committee must include at least 5 persons.

3. Experts and consultants involved in the work of tender
committees on a contractual basis iIn accordance with the
legislation may not be members of the tender committee and
are not responsible for decisions, actions or inactivity of
the tender committee and officials of the client, participant
or other persons, for the Tfulfilment (non-fulfilment) of
procurement contracts, as well as for consequences of such
decisions, actions or inactivity.

4. The work of the tender committee 1is managed by 1its
Chairperson. The Chairperson of the tender committee
organizes the work of the committee and 1s personally
responsible for the fulfilment of the committee’s functions.

The Chairperson, Deputy Chairperson and Secretary of the
tender committee must receive a document certifying that they
have received training (qualification upgrade) in the
procurement sphere following the procedure established by the
Authorized Body.

5. Decisions of the tender committee are presented iIn the
form of a protocol, which must be signed by all members of
the committee who participated in the voting.

Members of the tender committee are personally responsible
for their decisions in accordance with laws of Ukraine.

6. The Authorized Body drafts and approved a Model Regulation
for the tender committee.

Article 12. Procurement procedures

1. Procurement may be organized by way of using one of the
following procedures:
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— Open bidding;
— Two-stage bidding;
— Request for price offers;

— Bidding with a limited number of participants;

Procurement from a single participant.

2. The client may organize procurement following one of the
procedures specified In part 1 of this Article (except for
bidding with a limited number of participants and procurement
from a single participant) by way of electronic procurement
with the use of an information system iIn the Internet 1in
accordance with the requirements stipulated iIn this Law and
other legislative acts of Ukraine.

Article 13. Procurement on a coordinated basis

1. Upon a request from the Authorized Body, the Cabinet of
Ministers of Ukraine approves a list of goods and service
that must be procured on a coordinated basis with funds from
the State Budget of Ukraine and selects the general client.

The Cabinet of Ministers of the Autonomous Republic of Crimea
and executive bodies of local Cabinets approve a list of
goods and service that must be procured on a coordinated
basis with funds from the budget of the Autonomous Republic
of Crimea and local budgets, and select the general client
correspondingly.

The procedure for procurements on a coordinated basis is
defined by the Cabinet of Ministers of Ukraine upon a request
from the Authorized Body.

2. General Client:

Organizes the procurement procedure iIn accordance with this
Law and selects i1ts winner;

Informs all interested clients about results of the
procurement procedure.

3. The client executes a procurement contract with the winner
of the procurement procedure selected by the general client
except for cases when the goods or services do not meet
requirements of the client to their technical
characteristics, quality, terms of delivery, price. In this
case the client may refuse to accept the tender offer and to
conclude a procurement contract, notify this to the general
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client and to Tfulfil the procedure of procurement of
such goods or services. Clients must i1nform the general
client about the execution of a procurement contract or their
refusal to execute 1t following the procedure established by
the Authorized Body.

4. Having received notices about the execution of procurement
contracts or the refusal to execute them from clients, the
general contractor submits to the Authorized Body and all
interested clients a procurement report where the names of
all clients must be iIndicated.

Article 14. Submission of information during procurement
procedures

1. Information must be submitted during the procurement
procedure iIn written.

IT during the procurement procedure the client and
participants provide information 1i1n a form other than
written, they must confirm this information in written.

2. During electronic procurement the client and participants
provide information in electronic form In accordance with the
legislation.

Article 15. Language used during procurement procedures

1. Tender (qualification) offers are submitted 1In the
language (languages) specified by the client iIn the tender
documentation.

2. 1T the expected value of the subject of procurement
exceeds an equivalent of: 200000 EUR for goods, 300000 EUR
for services, 500000 EUR for works, the client’s documents
related to the procurement procedure and required by this Law
must be iIn Ukrainian and another language used 1In
international trade. The texts must be authentic, and the
text 1n Ukrainian must prevail.

Article 16. Qualification requirements for participants
1. The client may require participants to submit information

about their compliance with such qualification requirements,
which must be supported with documents:

— Availability of equipment, funds and employees with
proper qualification, knowledge and expertise;

— Book value of assets;

— Financial turnover;
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— Experience iIn the implementation of similar contracts;
— Payment of taxes and duties (mandatory payments);

— Pursuance of business activity by the participants 1in
accordance with i1ts charter;

Absence of a decision to declare the participant a bankrupt
following the established procedure or to open proceedings iIn
a bankruptcy case against the participant.

2. The tender (qualification) documentation must include the
qualification requirements and the list of documents, which
are prepared by the client iIn accordance with this article
and confirm the statement of the participants that they
comply with the requirements.

3. Natural persons, including natural persons who are
entrepreneurs, do not 1include 1iIn the tender offer the
documents, which are not vrequired from them by the
legislation.

4. All tender offers from participants that comply with the
qualification requirements stipulated iIn part 1 of this
Article shall be accepted for evaluation.

Article 17. Rejection of tender or qualification offers
1. The client must reject a tender or qualification offer if:

1) the client has strong evidence that a participant or a
prequalification participant offers, gives or agrees to give,
directly or indirectly, to any official of the client or
other public authority a reward in any form (an employment
offer, a valuable asset, a service, etc.) with the purpose to
influence the decision on the selection of the winner of the
procurement procedure or the application of a certain
procurement procedure;

2) a natural person  who IS a participant or a
prequalification participant has been convicted of a crime
committed during the procurement procedure or other crimes of
benefit, and this conviction has not been cancelled or
fulfilled following the established procedure;

3) an official of a participant or a prequalification
participant authorized by the participant to represent its
interests during the procurement procedure has been convicted
of a crime committed during the procurement procedure or
other crimes of benefit, and this conviction has not been
cancelled or fulfilled following the established procedure;
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4) a participant or a prequalification participant 1Is a
related person;

5) a participant or a prequalification participant has
submitted false 1i1nformation about his compliance with
qualification requirements;

6) a participant or a prequalification participant does not
comply with the established qualification requirements;

7) a participant or a prequalification participant has
submitted a offer contrary to requirements of the tender
documentation and this Law.

2. The i1nformation about rejection of a tender or a
qualification offer 1including the justification for the
rejection iIs to be sent within seven calendar days to the
candidate whose offer i1s rejected.

Article 18. Report about results of procurement procedures

1. A procurement report must 1i1nclude the following
information:

— Name of the subject of procurement;

— Number of participants of the procurement procedure, as
well as the name and the location of the participant,
with which the procurement contract is signed;

— The price of the tender offer and the procurement
contract;

— The publication date of the planned procurement, the
request Tor price offers and the announcement of the
procurement results or the date of the sending of the
invitation to participate In the bidding with a limited
number of participants or the procurement from a single
participant, and the date of notification of
participants about results of the procurement procedure;

— IT no procurement contract was signed as a result of the
bidding, grounds for this decision must be indicated;

— The date of acceptance of the tender offer and execution
of the procurement contract.

2. The client must publish the report about results of the
procurement procedure (except fTor the iInformation that
constitutes state and commercial secrets) within 10 calendar
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days of the date of 1its approval 1in accordance with
Article 10 of this Law.

3. The report about results of the procurement procedures and
other documents related to the procurement procedures must be
kept for three years.
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Section 1V
OPEN BIDDING PROCEDURE
Article 19. Conditions of application of the open bidding
procedure

1. Open bidding is the main procurement procedure.

2. All 1interested parties may submit tender offers i1f the
open bidding procedure is applied.

Article 20. Informing about the open bidding procedure

1. The announcement*notice about the open bidding procedure
must specify:

— Name and location of the client;

— Website, on which the client additionally publishes
information about the procurement (if appropriate);

— Name, quantity and place of delivery of goods or the
type and place of the performance of works or provision
of services;

— Term of delivery of goods, performance of works or
provision of services;

— Ways and place of receipt of the tender documentation;
— Place and deadline for submission of tender offers;
— Place, date and time of the opening of tender offers;

— Address of the selected information system on the
Internet (in case of electronic procurement);

— Size, type and conditions of provision of the tender
security (if required by the client).

The announcement may include other 1iInformation at the
discretion of the client.

2. The deadline for the submission of tender offers may not
be less than 30 calendar days of the publication date of the
announcement of the open bidding procedure (sending of the
invitation).

Article 21. Tender documentation
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1. The client shall send free of charge or otherwise
provide the tender documentation to the person who intends to
participate in the procurement procedure within three
business days of the receipt of a corresponding request from
this person.

The person who intends to participate in the procurement
procedure may download the tender documentation from the web
portal of the Authorized Body free of charge.

2. The tender documentation i1s prepared by the client and
must include:

1) guidelines for the preparation of tender offers;

2) qualification requirements to participants and a list of
documents that confirm the information provided by
participants that they comply with such requirements;

3) a list of criteria set by the tender committee iIn order to
verify the compliance of participants with the established
qualification requirements;

4) information about necessary technical and quality
characteristics of the subject of procurement, including
necessary technical specifications (schematics, drawings,
images or description of the subject of procurement). The
technical specifications must contain a detailed description
of the goods, works and services to be procured, including
their technical and quality characteristics; requirements to
technical and functional characteristics of the subject of
procurement if 1t Is not possible to provide a description or
if it 1s more reasonable to specify such data; reference to
standard characteristics, requirements, signs and terminology
related to the goods, works and services to be procured and
stipulated i1In the existing 1international or national
standards, norms and rules. The technical specifications must
not contain references to a specific trade mark or a firm, a
patent, design or type of the subject of procurement, its
origin or manufacturer. If such reference 1s necessary, it
must be Tfollowed with the words *“or equivalent” 1iIn the
specification;

5) quantity of the goods and the place of their delivery;

6) place where works or services must be performed or
provided;

7) deadlines for the delivery of goods, performance of works,
provision of services;

8) draft procurement contract or main terms that will be
included in the procurement contract;
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9) description of a part or parts of the subject of
procurement (lot), for which separate offers can be submitted
if participants are allowed to submit tender offers for a
part of the subject procurement (lot);

10) a list of criteria and a methodology for the evaluation
of tender offers with a specific weight assigned to each
criterion;

11) the validity of tender offers is 120 days;

12) the approach to the evaluation and comparison of
alternative tender offers (if allowed by the client);

13) information about the currency, In which the price of the
tender offer must be calculated and indicated;

14) information about the language (languages), in which
tender offers must be prepared;

15) way, place and deadline for submission of tender offers;

16) procedure for the provision of clarifications to the
tender documentation;

17) validity of tender offers;
18) place, date and time of the opening of tender offers;

19) full name, position and address of one or several
officials of the client who are authorized to maintain the
contact with participants.

Tender documentation may also include other information at
the discretion of the client.

3. Tender documentation may not contain requirements that
restrict competition and lead to discrimination of
participants.

Article 22. Clarifications and changes to the tender
documentation

1. A person who has received tender documentation from the
client may request the client to provide clarifications to
the tender documentation not later than 7 days before the
deadline for the submission of tender offers. The client must
provide clarifications upon the request within three calendar
days of the date of 1i1ts receipt to all persons who have
received tender documentation.



26
It the client receives requests from two or more
persons who have received tender documentation, the client
must extend the deadline for submission of tender offers.

IT a meeting 1is organized with the purpose to provide
clarifications upon any requests about tender documentation,
the client must ensure the keeping of the minutes of the
meeting including all clarifications upon the request and to
send 1t to all persons who have been 1issued tender
documentation regardless of their attendance of the meeting.

The clarifications mentioned i1n this part are disclosed by
the client In accordance with Article 10 of this Law.

2. The client has the right to change the tender
documentation not later than 7 calendar days before the
deadline for submission of the tender offers on his own
initiative or based on results of requests. In this case the
client must extend the deadline for submission and disclosure
of the tender offers by at least seven calendar days and to
notify such changes in written immediately to all persons who
received the tender documentation.

In case the client fails to provide clarifications about the
content of the tender documentation or change i1t timely, the
client must extend the deadline for submission and disclosure
of the tender offers, but not less than by seven calendar
days, and notify this to all persons who received the tender
documentation.

The 1nformation stipulated in this part i1s disclosed by the
client i1n accordance with Article 10 of this Law.

Article 23. Tender offer security

1. The client has the right to include the requirement to
provide a tender security iIn the tender announcement and in
the tender documentation.

IT the client requires a tender security, the tender
documentation must specify conditions for its provision, 1In
particular the type, size, validity term and the warning
about cases, iIn which the tender security will not be
returned to the participant. In this case the participant
provides the tender security at the time of submission of the
tender offer.

The size of the tender security iIn monetary form may not
exceed 1 percent of the expected value of the procurement for
procurement of works and 5 percent for procurement of goods
or services 1In accordance with the conditions specified 1In
the tender documentation.
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2. IT tender offers are submitted for a part of the
subject of procurement (lot), the client determines the size
of the tender security iIn accordance with the size of the
subject of procurement for each part (lot) thereof.

3. The client does not return tender security 1In the
following cases:

— A participant withdrew or changed the tender offer after
the deadline for i1ts submission;

— The participant who won the bidding procedure fails to
sign the procurement contract;

— The participant who won the bidding procedure fails to
provide a performance guarantee Tfor the procurement
contract after the acceptance of 1i1ts tender offer if
such performance guarantee 1iIs required by the tender
documentation.

4. The client must return the tender security to the
participant within 10 calendar days after the occurrence of
the grounds to return the tender security in the following
cases:

— The validity term of the tender offer security indicated
in the tender documentation has expired;

— The procurement contract 1is concluded with the
participant which won the tender;

— The tender offer is withdrawn before the deadline for
its submission;

— The procurement procedure 1s over because no procurement
contract has been signed with any of the participants
who submitted tender offers.

5. The funds provided as the tender security (if not returned
to the participant) must be transferred to the corresponding
budget or to the company’s account 1f the procurement
involves corporate funds.

Article 24. Procedure for submission of tender offers

1. Tender offers are submitted iIn written with the signature
of the authorized official of the participant iIn a sealed
envelope or 1i1n any other form specified iIn the tender
documentation. Upon the participant’s request the client
confirms the receipt of i1ts tender offer stating the date and
the time.
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Each participant has the right to submit only one
tender offer (including to the part of the subject of
procurement (lot), as well as to submit an alternative tender
offer if this i1s allowed by the tender documentation. The
client registers received tender offers In a register. The
procedure of keeping of this register is stipulated by the
Authorized Body.

2. A tender offer must include a document confirming that the
participant has provided the tender security if such security
IS required by the tender documentation.

3. Tender offers received by the client after the deadline
for their submission are not opened and are not returned to
the participant which submitted them.

4. Tender offers are valid during the term specified in the
tender documentation. Before the expiry of this term the
client may require the participants to extend the validity of
tender offers. The participants have the right:

— To decline such a request without losing the tender
security provided by the participant;

— To accept the request and to extend the validity of the
tender offer and the tender security provided by the
participant.

5. The participant may change or withdraw its tender offer
before the deadline for 1its submission without losing its
tender security. Such changes or a request to withdraw the
tender offer are accepted i1f the client receives them before
the deadline for submission of tender offers.

6. Before the deadline for submission of tender offers the
client may decide to extend it if one or more persons who
have received the tender documentation from the client cannot
submit their tender offers due to objective reasons, and the
client has been notified about this iIn written. Announcements
of extensions, possible changes of the place and the
procedure for opening of the tender offers are sent
immediately to all persons who have received tender
documentation, and disclosed iIn accordance with Article 10 of
this Law.

Article 25. Performance guarantee for the procurement
contract

1. The client may require the participant who won the tender
to provide a contract performance guarantee 1In accordance
with the conditions stipulated in the tender documentation no
later than on the date of execution of the procurement
contract. The client returns the procurement contract
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performance guarantee In accordance with the terms of
the contract.

2. The procurement contract performance guarantee*bond may
not exceed 10% of the contract value for procurement of goods
and 5% of the contract value for procurement of works.

3. The funds provided as the contract performance guarantee
(if not returned) must be transferred to the corresponding
budget or to the company’s account 1f the procurement
involves corporate funds.

Article 26. Opening of tender offers

1. Tender offers are opened on the date of the deadline for
their submission at the time and place specified iIn the
tender documentation.

2. The client allows all participants or their authorized
representatives, as well as representatives of the public
authorities (including deputies of all levels) to participate
in the tender opening procedure. If a participant or its
authorized representative i1s not present during the tender
opening procedure, this does not constitute grounds for the
refusal to open or to consider i1ts tender offer or to reject
it.

3. In the course of the tender opening procedure the
availability of all necessary documents required by the
tender documentation is checked, the name and location of
each participant, as well as the price of each offer are
announced.

4. In the course of the tender opening procedure a protocol
is prepared iIn accordance with the form established by the
Authorized Body.

A copy of the tender opening protocol 1is provided to any
participant upon its request within three calendar days of
the date of receipt of the request.

Article 27. Consideration and evaluation of tender offers

1. The client may ask the participants to clarify the content
of their tender offers with the purpose to simplify their
consideration and evaluation.

2. The client and the participants cannot initiate any
negotiations as to making changes iIn the submitted tender
offer, including changes and adjustments of i1ts price, except
for the case when arithmetical errors must be corrected in
accordance with part 3 of this Article.
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3. The client has the right to correct arithmetical
errors discovered in the tender offer during its evaluation
following the procedure specified In the tender documentation
provided that the participant which submitted the tender
offer has given i1ts consent thereto.

4. The client must evaluate tender offers that have not been
rejected In accordance with this Law.

5. The client selects the winner of the tender from among the
participants whose tender offers that have not been rejected
in accordance with this Law (not less than two) based on the
evaluation criteria and methodology specified iIn the tender
documentation.

The evaluation criteria are as follows:

In the case of procurement of goods, works and services, for
which there 1s a constant market, which are not manufactured,
performed or provided 1i1n accordance with a specially
developed specification (technical design) - price;

In the case of a procurement of a complex or a specialized
nature (including advisory*consultancy services, scientific
research, experiments or designs, research and design works)
— price and other evaluation criteria such as:

— qguarantee service;
— operating costs;

— transfer of a technology and training of management,
scientific and production personnel, including the use
of local resources, including production means, labour
force and materials for production of the goods,
performance of the works or provision of the services
offered by the participant.

6. ITf criteria other than price are used to select the most
economically viable tender offer, the tender documentation
must indicate their value equivalent or their weight In the
total evaluation of the tender offers. The weight of the
price criterion may not be less than 70%.

7. The client has the right to require any participant to
resubmit documents confirming 1its compliance with the
qualification requirements or to seek such confirmation from
public authorities, enterprises, agencies, organizations 1in
accordance with their competence. ITf a participant refuses to
submit such confirmation or if reliable information about its
incompliance with the qualification requirements or if the
tender offer contains any Tfalse information, the client
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rejects the tender offer of the participant and selects
the winner of the bidding from among the remaining
participants whose offers are valid.

8. Relevant expert organizations or separate experts may be
involved in the review of tender offers on a contractual
basis.

9. After the review and evaluation of tender offers the
winner of the procurement procedure i1s selected.

IT the procurement procedure iInvolves splitting the subject
of procurement iInto parts (lots), a winner i1s selected for
each lot.

10. After the review and evaluation of tender offers a
protocol i1s prepared in accordance with the form established
by the Authorized Body.

11. The total period of review, evaluation and selection of
the winner of the procurement procedure may not exceed 30
calendar days after the opening of tender offers.

Article 28. Rejection of tender offers
1. The client rejects a tender offer i1f:
1) the participant:

— does not meet the qualification requirements stipulated
in the tender documentation;

— does not agree to correct an arithmetical error
discovered by the client;

— has not provided the tender security i1f such security
was required by the client;

2) circumstances specified iIn Article 17 and part 7 of
Article 27 of this Law;

3) the tender offer does not comply with requirements of the
tender documentation.

2. The client may reject all tender offers before the
acceptance of a tender offer i1f this is stipulated In the
tender documentation.

3. The information about the rejection of a tender offer and
grounds for such rejection iIs sent to the participant who
submitted this offer within seven calendar days of the date
when the client makes the decision to reject it.
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Article 29. Cancellation of procurement by the client or
misprocurement

1. The client cancels procurement in the following cases:
— Less than two tender offers are submitted;

— All tender offers are rejected iIn accordance with this
Law;

— Offers of less than two participants are eligible for
evaluation.

Bidding may be cancelled in parts (by lots).

2. The client may declare misprocurement iIn the following
cases:

The price of the best tender offer exceeds the amount planned
by the client for the financing of the procurement;

The procurement does not meet the state needs anymore due to
unforeseen objective circumstances (force majeure).

3. The client must send the announcement about cancellation
of the bidding or misprocurement to all participants within
three calendar days after the client makes the corresponding
decision.

Article 30. Acceptance of a tender offer and execution of the
procurement contract

1. The client accepts the tender offer, which is considered
the most economically viable based on results of the
evaluation.

2. Within three calendar days after the date of acceptance
the client must send to the winner of the tender a
notification about the acceptance of the tender offer, which
is still valid. The client must also send to all participants
a written notification about results of the tender indicating
the name and location of the winner, i1.e. the participant
whose tender offer was considered to be the most economically
viable based on results of the evaluation.

The client must sign a procurement contract with the
participant whose tender offer has been accepted 1in
accordance with the requirements of the tender documentation
and the accepted offer not earlier than five calendar days
after the sending of the written notification to all
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participants about their results, but not Ilater than
30 calendar days after the acceptance date.

3. If the tender winner refuses to sign a procurement
contract i1n accordance with the tender documentation
requirements, the client must select the most economically
viable tender offer from among the offers that are still
valid.

Article 31. Informing participants about tender results

1. The announcement about tender results 1i1s disclosed 1iIn
accordance with Article 10 of this Law within seven calendar
days after the execution of the procurement contract or after
the decision to cancel the tender or to announce
misprocurement.

2. The announcement of tender results must specify:
— Name and location of the client;

— Website where additional information of the client about
the procurement was placed;

— Type, quantity and the place of the delivery of goods or
the type and place of the performance of works or
provision of services;

— The date of publication of the announcement of
procurement (announcement of preliminary qualification);

— The acceptance date of the tender offer, which is
considered the most economically viable;

— The date of execution of the procurement contract:

— The date when the decision to cancel the bidding or to
declare misprocurement was made (if this decision was
made by the client) and i1t reason;

— The price of the procurement contract;

— The full name of the procurement winner.
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Section V
TWO-STAGE TENDER PROCEDURE

Article 32. Conditions of application and implementation of
the two-stage tender procedure

1. The two stage tender procedure may be applied on the
following conditions:

— the client cannot prepare a specific list of goods
(works) or 1identify the type of services, or 1iIn case
preliminary negotiations with participants are needed iIn
order to make an optimal decision about the procurement;

— the subject of procurement 1is scientific research,
experiments or designs, performance of design works,
provision of consultancy and other special services.

Article 33. Implementation of the two-stage tender procedure

1. A two-stage tender is implemented in accordance with the
procedure intended for open bidding taking iInto account the
peculiarities specified in this section.

2. A two-stage tender is implemented In two stages:

— At the first stage all participants are invited to
submit preliminary tender offers without prices. The
tender documentation may require only offers regarding
technical, quality and other characteristics of the
subject of procurement, terms of delivery, evidence of
the professional and technical competence of
participants and their compliance with the qualification
requirements. The deadline for the submission of
preliminary tender offers is at least 21 calendar days
after the date of publication of the announcement of the
two-stage tender.

— When reviewing preliminary tender offers, the client may
hold preliminary negotiations with any participant.
After receiving preliminary offers, the client may
introduce changes in the tender documentation as regards
the technical requirements and requirements to the
quality of the subject of procurement or to propose new
characteristics and criteria for evaluation of offers iIn
accordance with this Law. The client informs all
participants about changes i1n the conditions of the
tender documentation as it sends them invitations for
participation in the second stage of the tender;
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— At the second stage the client invites the
participants whose preliminary tender offers were not
rejected at the Tfirst stage to submit final tender
offers with prices. The deadline for submission of
tender offers at the second stage i1s not less than 11
calendar days after the date of the notification of the
participants about results of the first stage.

3. The participants whose tender offers were not rejected at
the first stage provide a tender security upon the request of
the client for the participation iIn the second stage of the
tender.
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Section VI
THE REQUEST FOR PRICE OFFERS PROCEDURE

Article 34. Conditions for the application and implementation
of the request for price offers

1. The client may organize procurement by way of the
application of the request for price offer procedure for
goods and services, Tfor which there is a constant market
provided that their value does not exceed UAH 200,000.

Article 35. Implementation of the request for price offers

1. In order to receive price offers, the client sends a
request to at least three participants and discloses it (on
the day of sending of the request) In accordance with Article
10 of this Law.

2. The request must specify:
— Name and location of the client;

— Description of the subject of procurement or its parts
(it the client invites price offers for its separate
parts), 1including their necessary technical and other
parameters;

— Website where additional information of the client about
the procurement is placed; (in case of i1ts additional
placement);

— The time of delivery of goods or provision of services;
— The place and time of submission of price offers;
— The place and date of opening of price offers;

— Main terms of the procurement contract.

The request must specify whether or not the price includes
the costs of transportation, 1iInsurance, taxes and duties
(mandatory payments).

3. Each participant may submit only one price offer, which
cannot be changed later on. The offer 1i1s submitted In a
sealed envelope or any other form defined by the client
before the deadline established by the client.
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4. Price offers are opened at the time specified by the
client. All the participants who submitted their offers are
invited to participate in the price offer opening procedure.

When price offers are opened, a protocol 1is prepared 1in
accordance with the form established by the Authorized Body.

A copy of the price offer opening protocol i1s provided to any
participant upon his request within one day of the receipt of
such a request.

5. The client shall accept the price offer and to execute a
procurement contract with the participant who submitted the
offer, which meets the client’s requirements and has the
lowest price, not earlier than after three calendar days of
the date when a written notice of the procurement results is
sent to all participants, but not later than 14 calendar days
after the date when the winner i1s selected.

6. The client declines price offers i1If they do not meet the
requirements of the client specified In the request or on the
grounds specified In Article 18 of this Law.

7. The client declares the request of price offer procedure
as invalid in the following cases:

— Less than three offers have been received;
— All offers have been rejected;

— The Jlowest price offer exceeds the amount of funds
planned by the client for the financing of the
procurement.

8. Announcements about results of the price offer request
procedure are published i1n accordance with the procedure
intended for open bidding.
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Section VII
BIDDING WITH A LIMITED NUMBER OF PARTICIPANTS

Article 36. Conditions of application of bidding with a
limited number of participants procedure

1. The tender with a limited number of participants procedure
is applied i1f goods, works or services have a complex or
specialized nature and can be offered by a limited number of
participants.

Article 37. Tender with a limited number of participants

1. A tender with a Hlimited number of participants 1Is
organized in accordance with the procedure intended for open
bidding taking into account the peculiarities specified 1In
this section.

The client 1invites all participants who can offer the
necessary goods, works or services to participate In a tender
with a limited number of participants.

2. Before a tender with a limited number of participants, the
client may organized prequalification. ITf prequalification is
organized, all prequalified participants are eligible to
participate in the tender with a limited number of
participants. The client publishes information about
prequalification of participants iIn accordance with Article
10 of this Law.

3. Announcement of prequalification of participants must
include:

— Name and location of the client;

— Website, on which the client additionally publishes
information about the procurement (if appropriate);

— Name, quantity and place of delivery of goods or the
type and place of the performance of works or provision
of services;

— Term of delivery of goods, performance of works or
provision of services;

— Ways and place of receipt of the qualification
documentation;
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— Place and deadline for submission of
qualification offers;

— Place, date and time of the opening of qualification
offers.

4. The qualification documentation must contain:

1) 1instructions on the preparation and submission of a
qualification offer;

2) qualification requirements to the participant and a list
of documents confirming the compliance of participants with
such requirements;

3) criteria and the procedure for the assessment of
compliance with the qualification requirements;

4) information about necessary technical and quality
characteristics of the subject of procurement, 1including
necessary technical specifications (schematics, drawings,
images or description of the subject of procurement). The
technical specifications must not contain references to a
specific trade mark or a firm, a patent, design or type of
the subject of procurement, i1ts origin or manufacturer;

5) quantity of the goods and the place of their delivery;

6) place where works or services must be performed or
provided;

7) deadlines for the delivery of goods, performance of works,
provision of services;

8) information about the language (languages), 1iIn which
tender offers must be prepared;

9) way, place and deadline for submission of qualification
offers;

10) procedure for the provision of clarifications to the
qualification documentation;

11) place, date and time of the opening of qualification
offers;

12) full name, position and address of one or several
officials of the client who are authorized to maintain the
contact with participants.

Qualification documentation may also include other
information at the discretion of the client.
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5. The deadline for the submission of qualification
offers may not be less than 15 calendar days after the
publication date of the prequalification announcement.

The client selects participants for participation in the
tender with a limited number of participants solely on the
basis of their compliance with the requirements specified in
the qualification documentation within 14 calendar days after
the opening date of qualification offers.

6. Qualification offers of participants are opened on the
date of the deadline for their submission at the time and
place specified iIn the prequalification announcement. The
client allows the participation in the opening of
qualification offers for all participants who submitted
qualification offers or their authorized representatives.
During the opening of qualification offers the client checks
and announces the availability of all necessary documents
required by the qualification documentation as regards their
preparation and its correctness, as well as the name and the
address of each participant. During the opening of tender
offers a protocol is prepared in accordance with the form
specified by the Authorized Body. A copy of this protocol is
sent to all participants upon their request within three
calendar days after receiving the request from the
participant.

7. In case of prequalification the client informs each
participant about i1ts results within five calendar days after
its completion.

Only prequalified participants are eligible to participate iIn
further tender procedures. After the prequalification
participants must submit tender offers after at least 10
calendar days after the date when the announcement of
prequalification results iIs sent.

Article 38. Peculiarities of a tender with a limited number
of participants

1. The client invites (in particular, based on
prequalification results) for participation In the tender
with a limited number of participants a number of persons,
which ensures the selection of the best offer and
competition, but not less than two. The Invitation containing
the information specified In Article 21 of this Law, iIs to be
sent i1n written form to the persons specified iIn this part.

2. The invitation to participate In a tender with a limited
number of participants is published on the web-portal of the
Authorized Body within three calendar days after the date of
its sending. Publication of the invitation is not considered
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as an invitation for an undefined number of persons
to participate in the procurement procedure.

3. If a tender with a limited number of participants 1is
organized, tender offers may be submitted only by the persons
who have been invited to participate iIn the procurement
procedure by the client following the procedure stipulated in
part 1 of this Article. The deadline for submission of the
tender offers must be not less than 15 calendar days after
the date iIndicated in the iInvitation (or 10 calendar days
after prequalification for a tender with a limited number of
participants).

4. A tender with a limited number of participants procedure
may be used by the client for procurement of goods, works and
services after the Authorized Body has approved 1its use
(except for the case when prequalification of participants is
organized).
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Section VIII
PROCUREMENT FROM A SINGLE PARTICIPANT

Article 39. Conditions of application of the procurement from
a single participant procedure

1. Single tendering 1i1s a procedure whereby the client
concludes a procurement contract with a participant after
negotiations with him.

2. The client can use single tendering after it iIs agreed
with the Authorized Body in the following cases:

1) procurement of pieces of art or other procurement related
to protection of intellectual property rights, and conclusion
of a procurement contract with the winner of an architectural
or art contest;

2) there i1s no competition (including for technical reasons)
for the goods, works or services, which can be supplied,
manufactured or provided only by a certain participant and
there are no alternatives;

3) 1t 1s necessary to perform additional construction works,
which are not 1included in the 1initial design but became
necessary for the project completion due to unexpected
circumstances provided that their value does not exceed 50%
of the initial contract value, that the contract will be
concluded with the contractor that performs the works, and
that the works are technically or economically related to the
initial contract;

4) 1t 1s necessary that the 1initial participant provides
additional supplies (not exceeding 50% of the initial
contract value) intended for partial replacement or
enhancement of supplies 1If changes made by the client may
lead to procurement of goods or services that are not
interchangeable.

5) there 1is urgent necessity to procure due to special
economic, social or legal circumstances, which the client
could not predict;

6) procurement of services provided in halls for official
delegations to members of state, parliamentary, government,
diplomatic delegations and officials of public authorities.
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Section IX
PROCUREMENT CONTRACT

Article 40. Main requirements to a procurement contract

1. A procurement contract 1is concluded 1iIn written 1in
accordance with provisions of the Civil Code of Ukraine and
the Commercial Code of Ukraine.

A model procurement contract is approved by the Authorized
Body.

2. Validity of a procurement contract may be extended by a
period, which 1is sufficient to organize procurement iIn the
beginning of the following year for an amount not exceeding
15% of the value specified In the contract concluded iIn the
previous year provided that such expenses have been allocated
following the established procedure. Conditions of the
procurement contract may change only following the procedure
established by the Authorized Body.

3. The client may 1include 1i1n procurement contracts the
requirement of advance payment iIn accordance with the budget
legislation 1f funds of the State Budget of Ukraine, the
budget of the Autonomous Republic of Crimea and local budgets
are used. If other public funds are used for procurement, the
client may include the advance payment in the contract 1in
accordance with the Civil Code of Ukraine and the Commercial
Code of Ukraine.

Article 41. Material conditions of a procurement contract

1. Material conditions of a procurement contract include:

— Subject of procurement (name (types, range); quantity of
goods, works and services, as well as quality
requirements);

— Terms of payment;

— Price of the contract;

— Validity of the contract;

— Rights and responsibilities of the parties;

— The condition of the possibility to decrease the
procurement scope depending on actual*available
financing of expenses;
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— Responsibility of the parties;

— Other conditions, which must be agreed between the
parties as required by one of the parties.

IT the parties cannot reach agreement on all material
conditions, the procurement contract iIs not considered to be
executed. If one of the parties has taken actual steps to
fulfil the contract, the legal consequences of such steps
must be determined in accordance with the Civil Code of
Ukraine.

Article 42. Payment under a procurement contract

1. When payments under procurement contracts are made, the
State Treasury of Ukraine (the service bank) checks the
availability of:

— Report about procurement results;

— A copy of the announcement of planned procurement
(request for price offers) and the announcement of
results of the procurement procedure;

— The decision to approve the use of the bidding with a
limited number of participants procedure and single
bidding 1n accordance with this Law.

2. The State Treasury of Ukraine (the service bank) may not
make payments from the client’s account in accordance with
the financial obligation under the procurement contract if
results of the procurement have been declared invalid
following the established procedure. The State Treasury of
Ukraine (the service bank) sends information about such cases
to the Authorized Body and law-enforcement authorities.

Article 43. Termination and cancellation of a procurement
contract

1. If the participant who i1s the winner of the procurement
procedure refuses to Tulfil the procurement contract, the
client has the right to terminate the contract unilaterally
and to organize a new procurement procedure.

In this case such procurement contract becomes invalid.
2. The procurement contract is null and void i1f concluded
during the suspension of the procurement procedure as a

result of a complaint.

Article 44. Submission of iIinformation about concluded
procurement contracts



45

1. Information about concluded procurement contracts 1Is
submitted upon a request of the Authorized Body or the
general client ((f the procurement was organized on a
coordinated basis) by way of submission of a copy of the
executed procurement contract.

2. A copy of the executed procurement contract is submitted
within the deadline established by the Authorized Body or the
general client.

Article 45. Submission and consideration of complaints

1. Before execution of a procurement contract, participants
may submit complaints about a violation of the procurement
procedure, adopted decisions, actions or non-activity of the
client to the client or the Authorized Body. If a complaint
is received, the Authorized Body must notify this to the
client within three working days after i1ts receipt.

2. ITf a complaint is submitted in accordance with part 1 of
this Article, the client or the Authorized Body suspends the
procurement procedure for a period not exceeding 15 working
days after the date when the complaint is received by the
client or the Authorized Body, of which the State Treasury of
Ukraine (the service bank) must be notified within one day.
After this period the client may resume the procurement
procedure, except for the case where the Authorized Body
adopts a decision to invalidate the procurement procedure
results within the established period.

3. The client or the Authorized Body notify the participant
who submitted a complaint, the participant who won the tender
and the client about the content of the complaint, time and
place of 1ts consideration within three working days after
the receipt of the complaint. These persons may participate
in consideration of the complaint.

4. Within 15 working days of the receipt of a complaint, the
client or the Authorized Body adopts a substantiated
decision, which must specify:

— If the complaint is not satisfied — reasons for the
decision;

— If the complaint is satisfied fTully or partially -
measures that will be taken to settle the conflict,
obligations of the client to eliminate the violations of
the procurement procedure.

IT a complaint i1s considered by the client, the decision
about the consideration of the complaint iIs sent to the
Authorized Body within three working days after i1ts adoption.
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5. If violations of the established procurement procedure are
discovered after a complaint from participants, which affect
the objectivity of the selection of the procurement procedure
winner or lead to discrimination of participants, the
Authorized Body may declare results of the procurement
procedure invalid, oblige the client to start a new
procurement procedure.

A decision of the Authorized Body adopted in accordance with
this article is binding for both the client and participants.

6. The client or the Authorized Body sends a copy of the
decision taken after consideration of a complaint to the
participant who submitted the complaint, the client and the
State Treasury of Ukraine (the service bank) within five
working days of its adoption.

7. Having received a decision after consideration of a
complaint, the State Treasury of Ukraine (the service bank)
makes the following payments:

— If results of a procurement procedure are declared
invalid and the client is obliged to organize a new
procurement procedure — the payments from the client’s
account in accordance with the existing Tfinancial
obligation are resumed after the client has submitted
the documents confirming results of the new procurement
procedure;

— |If the decision of the Authorized Body does not require
to declare the procurement procedure results invalid and
to oblige the client to organize a new procurement
procedure - the payments from the client’s account 1In
accordance with the existing financial obligation are
resumed after the client has submitted the documents
confirming results of the procurement procedure.

8. The time limit for challenging a decision of the client or
the Authorized Body adopted after consideration of a
complaint i1s 30 calendar days after the date of adoption of
the decision.

9. The client may challenge a decision, action or inactivity
of the client in court following the established procedure.

Article 46. Responsibility for violation of this Law

1. For violation of requirements established in this Law and
normative and legal acts prepared in accordance with this
Law, officials of clients, participants, and members of the
tender committee bear criminal, administrative and civil
legal responsibility in accordance with the law.
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Section XI
FINAL PROVISIONS

1. This Law becomes effective one month after its
publication.

2. Procurement procedures started before the effectiveness of
this Law are conducted in accordance with the procedure
established before effectiveness of this Law.

3. Within two months after the effectiveness date of this
Law, the Cabinet of Ministers must:

— Bring i1ts normative and legal acts iIn compliance with
this Law;

— Ensure that ministries, other central bodies of
executive power bring their normative and legal acts iIn
compliance with this Law;

— Ensure the adoption of normative and legal acts, which
are necessary fTor 1mplementation of provisions of this
Law.

4. Before other normative and legal acts are brought in
compliance with norms of this Law, they remain effective
insofar as they do not contradict this Law.

5. To amend the following legislative acts of Ukraine:

1) in clause 1, part 1 of article 255 of the Ukrainian Code
of Administrative Offences (Vidomosti Verkhvnoi Rady URSR
(Bulletin of the Verkhovna Rada of the USSR), 1984, Appendix
to N 51, p. 1122) the figures "16414," must be deleted from
the following paragraphs:

"organs of the Antimonopoly Committee of Ukraine (Articles
1643, 16414, 1661 - 1664)";

"Accounting Chamber (Articles 16412, 16414, 18819)";
and the following paragraph must be added in the clause:

"a specially authorized body responsible for public
procurement issues (Article 16414);";

2) part 5 of Article 4 of the Commercial Procedure Code of
Ukraine (Vidomosti Verkhvnoi Rady Ukrainy (Bulletin of the
Verkhovna Rada of Ukraine), 1992, N 6, p. 56; 1997, N 25, p.
171; 2001, N 36, p. 188; 2007, N 9, p. 67) must be deleted;
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3) part 7 of Article 8 of the Civil Procedure Code of
Ukraine (Vidomosti Verkhvnoi Rady Ukrainy (Bulletin of the
Verkhovna Rada of Ukraine), 2004, N 40 - 42, p. 492; 2007, N
9, p- 67) must be deleted;

4) paragraph 2, part 2 of Article 5 of the Code of
Administrative Justice of Ukraine (Vidomosti Verkhvnoi Rady
Ukrainy (Bulletin of the Verkhovna Rada of Ukraine), 2005, N
35- 37, p. 446; 2007, N 9, p. 67) must be deleted;

5) in the Law of Ukraine "On the State Control and Audit
Service in Ukraine” (Vidomosti Verkhvnoi Rady Ukrainy
(Bulletin of the Verkhovna Rada of Ukraine), 1993, N 13, p.
110; 2006, N 18, p. 117; 2007, N 9, p. 67), the fTollowing
provisions must be deleted:

in Article 2:
part 8;

in part 9 — the words "both in the process of iInspection of
public procurement and";

clause 8, part 1 of Article 8;

6) in the Law of Ukraine "On the Antimonopoly Committee of
Ukraine™ (Vidomosti Verkhvnoir Rady Ukrainy (Bulletin of the
Verkhovna Rada of Ukraine), 1993, N 50, p. 472; 2001, N 41,
p. 343; 2004, N 13, p. 181; 2006, N 14, p. 118; 2007, N 9, p.-
67), the following provisions must be deleted:

in part 1 of Article 1 - the words ™"and in the public
procurement sphere';

clause 171, part 1 of Article 7;

in clause 18, part 1 and clause 19, part 3 of Article 7,
clause 20, part 1 of Article 16, clause 20, part 1 of Article
17 — the words "and the Law of Ukraine "On Public Procurement
of Goods, Works and Services';

7) paragraph 2, part 2 of Article 15 of the Law of Ukraine
"On Education”™ (Vidomosti Verkhvnoi Rady Ukrainy (Bulletin of
the Verkhovna Rada of Ukraine), 1996, N 21, p. 84; 2007, N 9,
p. 67) must be deleted;

8) clause 13, Article 6 of the Law of Ukraine "On the
Accounting Chamber™ (Vidomosti Verkhvnoi Rady Ukrainy
(Bulletin of the Verkhovna Rada of Ukraine), 1996, N 43, p.
212; 1998, N 24, p. 137; 2006, N 14, p. 118) must be deleted;

9) part 4, Article 2 of the Law of Ukraine "On Licensing of
Certain Types of Economic Activity” (Vidomosti Verkhvnoi Rady
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Ukrainy  (Bulletin of the Verkhovna Rada of Ukraine),
2000, N 36, p- 299; 2001, N 11, p. 45; 2002, N 1, p- 1, N 20,
p. 134; 2004, N 12, p. 155; 2005, N 42, p. 465; 2006, N 18,
p. 155; 2007, N 9, p. 67, N 10, p. 89, N 34, p. 444) must be
deleted;

10) clause 30, part 1 of Article 16 of the Law of Ukraine "On
the State Service of Special Communication and Protection of
Information of Ukraine”™ (Vidomosti Verkhvnoi Rady Ukrainy
(Bulletin of the Verkhovna Rada of Ukraine), 2006, N 30, p.
258) must be deleted.



CABINET OF MINISTERS OF UKRAINE
DECREE
of 19 November 2008 No0.1017
Kyiv

On Amendments to Provision on Procurement of Goods,
Works and Services for Public Funds

Cabinet of Ministers of Ukraine hereby resolves:

1. The Regulation on Procurement of Goods, Works and Services for Public Funds approved by
the Decree of the Cabinet of Ministers of Ukraine of 17 October 2008 N0.921 (Official Bulletin
of Ukraine, 2008, No. 80, page 2692), as amended by the Decree of the Cabinet of Ministers of
Ukraine of 5 November 2008, N0.986, shall have the language as attached.

2. The Ministry of Economy shall bring its normative acts into compliance with this
Decree.

To ensure implementing this Decree, the proposal of the Ministry of Economy shall be
accepted to use the part of own normative acts concerning government procurement that does not
contradict this Decree during the period of their being brought into compliance with this Decree.

Prime Minister of Ukraine Yu. Timoshenko

APPROVED

by Decree of the Cabinet of Ministers of Ukraine

of 17 October 2008, No. 921

(as amended by Decree of the Cabinet of Ministers of Ukraine
of 19 November 2008 No. 1017)

REGULATION
Procurement of Goods, Works and Services for Public Funds

General issues
1. This Regulation shall stipulate the mechanism for procurement of, works and services for
public funds.

2. The below terms used in this Regulation shall have the following meanings:

1) acceptance of tender bid shall mean customer’s accepting the tender bid that has been
recognized as the most economically viable based on the results of a valuation and granting
consent to pay for it.

A tender bid shall be considered accepted, if the customer, within the term established in the
tender documents, provided the tenderer with a written verification of the acceptance of the
tender bid;

2) alternative tender bid shall mean a bid that may be additionally submitted by the tenderer to
the customer together with the tender bid, if it is stipulated in the tender documents, complying
with the terms stipulated by the tender documents and being different from the bid developed in
accordance with the terms stipulated by the tender documents;



3) government procurement (the “procurement”) shall mean purchasing goods, works and
services for public funds in accordance with the procedure established by this Regulation;

4) public funds shall mean the funds of the State Budget of Ukraine, those of the budget of the
Autonomous Republic of Crimea and local budgets, government loan funds as well as the funds
of the National Bank, state target funds, the Pension Fund of Ukraine, and social insurance funds
used to purchase goods, works and services necessary to support the activities of the said bodies;
funds of enterprises;

5) procurement contract shall mean a contract entered into between the customer and the
tenderer based on the results of the procurement procedure stipulating the provision of services,
performance of works or acquiring ownership of goods for public funds;

6) electronic government procurement shall mean using information technologies and the
Internet in procurement relations arising between the customer and suppliers of goods, works
and services in accordance with this Regulation;

7) ensuring of a tender bid (the “tender ensuring”) shall mean tenderer’s providing guarantees to
the customer of fulfilling its obligations in connection with submitting a tender bid including
such forms of ensuring as surety, guarantee, pledge, and an advance;

8) ensuring the performance of a procurement contract shall mean tenderer’s providing the
customer with guarantees of fulfilling its obligations under the procurement contract including
such forms of ensuring as surety, guarantee, pledge, and an advance;

9) customer shall mean a budget executor carrying out procurement in accordance with the
procedure stipulated by this Regulation;

10) qualification documents shall mean the documents developed by the customer and provided
to the pre-qualification participants for them to prepare pre-qualification bids when a pre-
qualification of tenderers is conducted:;

11) pre-qualification bid shall mean a bid submitted by a pre-qualification participant to the
customer in accordance with the requirements of the qualification documents;

12) winner of the procurement procedure shall mean a tenderer whose tender bid, based on the
results of the evaluation, has been recognized as the most economically viable and accepted,;

13) enterprises shall mean state enterprises including government enterprises, institutions and
business companies in whose charter capitals the state’s stake of shares (participatory interest,
shares) exceeds 50 per cent, their subsidiaries as well as enterprises and business companies
whose charter capitals are, 50-per cent and more, owned by state enterprises, including
government enterprises and business companies, in whose charter capitals the state’s stake of
shares (participatory interest, shares) exceeds 50 per cent;

14) related person shall mean a person having any of the following characteristics:

a legal entity exercising control over a tenderer or being controlled by such tenderer or being
under common control with such tenderer;

an individual or their family members exercising control over a tenderer;

tenderer’s officer authorized to take legal actions on tenderer’s behalf aimed at establishing,
changing or discontinuing civil relations as well as such officer’s family members.

Exercising control shall mean, in this Regulation, holding directly or through related individuals
or legal entities the largest share (interest, block of shares) in the tenderer’s charter capital or
managing the largest number of votes in the governing body of such tenderer or holding a share
(interest, block of shares) of at least 20 per cent of tenderer’s charter capital. For an individual,
the total holding in the tenderer’s charter capital (votes in the governing body) shall be
determined as a total of corporate rights owned by such individual, their family members and
legal entities controlled by such individual or their family members.

In this Regulation, family members shall be a married couple and their children, parents,
brothers, sisters, grandchildren, spouses of children, parents, brothers, sisters and grandchildren;
15) services shall mean any procurement, except for goods and works, including training of
specialists, providing means of transportation and communication, mastering technologies,
science research, medical and household services, current repairs as well as consultancy services.



Consultancy services shall include services related to consultations, expert inspections,
valuations, preparing opinions and recommendations;

16) object of procurement shall mean the goods, works or services specified by the customer (by
volume, nomenclature or place of supplying goods (performing works, providing services) for
which tender bids may be submitted as part of the single procurement procedure or the bids may
be submitted in negotiations, when the procedure for procuring from single tenderer is used.
There may not be fewer than two bids for one procurement object in the course of the tender;

17) works shall mean any activity related to designing and constructing new units and buildings
of production and non-production purpose as well as expanding, reconstructing, performing
capital repairs and restoration of existing units and buildings; installing technical equipment of
operating enterprises as well as auxiliary services including geodesic works, drilling, seismic
research, aerial and satellite photography, etc., if the cost of providing the said services does not
exceed the cost of construction itself;

18) budget executors shall mean the authorities of the Autonomous Republic of Crimea, local
governments, other bodies, institutions and organizations stipulated by the Constitution of
Ukraine and legislation, enterprises as well as the enterprises, institutions or organizations
created in accordance with the established procedure by state authorities, the authorities of the
Autonomous Republic of Crimea or local governments authorized to receive state funds, assume
obligations in their regard and make payments;

19) tender documents shall mean the documents prepared by the customer and provided for free
in accordance with the established procedure to persons upon their relevant requests for them to
prepare tender bids regarding the procurement object or its part;

20) tender committee shall mean a group of specialists appointed by the customer as responsible
for conducting procurement procedures in accordance with this Regulation;

21) tender bid shall mean a bid on a certain procurement object or its part (lot) that is prepared
and submitted to the customer by the person who confirmed their intention to participate in the
procurement procedure in accordance with the procedure stipulated by this Regulation and the
tender documents;

22) goods shall mean products, objects of any kind and purpose including raw materials, articles,
equipment, technologies, objects in a hard, liquid and gaseous state including electric power as
well as services related to supplying goods, if their value does not exceed the value of goods
themselves;

23) tender shall mean carrying out a competitive selection of tenderers to determine the winner
of the tender in accordance with the procedures (except for the procedure for procuring from
single tenderer) established by this Regulation;

24) pre-qualification participant shall mean an individual including individual entrepreneurs, a
resident or non-resident legal entity that confirmed its intention to participate in the pre-
qualification procedure and submitted or is submitting a pre-qualification bid;

25) procurement procedure participant (the “participant”) shall mean an individual or a resident
or non-resident legal entity that confirmed its intention to participate in the procurement
procedure and submitted a tender bid or participated in the negotiations when conducting the
procedure for procuring from single tenderer. A branch (representation) of a legal entity may be
a procurement procedure participant, if the legal entity grants it relevant powers;

26) part of the procurement object (lot) shall mean a part of the goods, works or services
specified by the customer (by volume, nomenclature or place of supplying goods (performing
works, providing services) for which tender bids may be submitted as part of the single
procurement procedure or the bids may be submitted in negotiations, when the procedure for
procuring from single tenderer is used. There may not be fewer than two bids for each separate
part of the procurement object in the course of tender.

3. The goods and services procurement object shall be determined by the customer in accordance
with subparagraphs 15 and 22 of paragraph 2 of this Regulation and on the basis of the State



Classifier of Products and Services DK 016-97 by the fifth digit (the classification “category”)
indicating the specific name of the good or service in brackets.

The customer may specify separate parts of the procurement object (lot) by the sixth and ninth
digits of the Classifier (classification “subcategory” and “type”).

In the course of procuring current repairs services, the object of procurement shall be determined
based on the Rules for Determining the Cost of Construction DBN D.1.1-1-2000.

In the course of procuring services to perform science research, the name of the procurement
object shall be determined based on the State Classifier of Science Research Activities DK 015-
97 by the fourth digit (classification “kind”) indicating the specific name of science research
work in brackets.

In case of procuring services to perform science research work by different subjects pertaining to
one type of science research work in accordance with the Classifier DK 015-97, the customer, to
order those, must announce the procurement procedure and determine the procurement object of
science research work by different subjects as separate lots.

4. Determining the procurement object in case works are procured shall be carried out by the
customer in accordance with subparagraph 17 of paragraph 2 of this Regulation based on the
Rules for Determining the Cost of Construction DBN D.1.1-1-2000 as well as departmental
construction standards VBN G.1-218-182:2006 “Classification of Public Road Repair Works.”
The unit of construction shall be each separate building (a production house or workshop, a
warehouse, a residential house, etc.) or structure (a bridge, a tunnel, a platform, a road, etc.) with
all arrangements (passageways, ramps, etc.), installing equipment, furniture, stocks, subsidiary
and auxiliary devices that are inalienable as well as adjacent engineering networks. To construct
a unit, a separate design and budget must be prepared or a budget calculation (a unit budget or
unit budget calculation).

5. This Regulation shall apply to every procurement of goods, works and services that is fully or
partly carried out for public funds provided the amount of procurement of the good (goods),
service (services) is at least UAH 100 thousand and of works, UAH 300 thousand.

6. This Regulation shall not cover procurement of goods, works and services that, due to their
special purpose, is a state secret and procurement of goods and services carried out by defense
industry enterprises, which list is stipulated by the Cabinet of Ministers of Ukraine.

Specific relations arising in connection with procurement of goods, works and services carried
out in connection with a state defense order as well as procurement of other (specific) goods,
works and services specifically determined by the Cabinet of Ministers of Ukraine may be
stipulated by separate decisions of the Cabinet of Ministers of Ukraine. Goods, works and
services shall be procured only from the immediate manufacturers of goods, performers of works
and provides of services or their official representatives (dealers, agents, distributors, etc.).

7. This Regulation shall not cover cases where the object of procurement is:

blank forms of securities and pre-numbered accounting documents;

state decorations of Ukraine;

education documents of the state format;

book-publishing products purchased by libraries;

bank services to process utility bills, service current accounts and perform cash and settlement
services;

government official delegations air transportation services;

administrative services provided only by executive authorities in accordance with law;
railroad transportation services;

natural gas and its transportation, distribution and supply services;

postal communication services, postal stamps and stamped envelopes;



prosthetic and orthopedic services, orthopedic footwear and means of transportation
manufactured at invalid’s individual order including components thereto and repair services,
prosthetic and orthopedic services;

works of visual arts: paining, graphics, sculpture as well as decorative and applied art and folk
art works to replenish the State Museum Fund of Ukraine;

telecommunication services including re-broadcasting of radio and television signals (except for
mobile communication services and Internet Service Provider services);

goods and services related to developing the design, manufacturing the protected paper, bank
notes and coins, their keeping, transporting and accounting for;

goods, works and services procured by customers located outside Ukraine;

goods, works and services procured by bodies, institutions, educational institutions and criminal
execution system enterprises from criminal execution system enterprises;

centralized water supply, water drainage and maintenance of sewage systems;

electric power, its transmission and distribution;

centralized heating energy supply;

nuclear fuel, new fuel elements for nuclear reactors;

legal services to ensure protecting rights and interests of Ukraine before foreign jurisdiction
bodies when considering cases;

goods and services intended for events and official receptions attended by the President of
Ukraine, the Chairman of the Verkhovna Rada of Ukraine and members of the Cabinet of
Ministers of Ukraine;

goods, works and services required to liquidate the consequences of man-caused emergencies
and natural calamities;

fuel for road vehicles purchased at retail gas stations;

goods and services required to carry out government borrowings, servicing and repaying the
sovereign debt.

8. Procuring goods, works and services shall follow these principles:

maximum saving and efficiency;

good-faith competition amongst participants;

openness and transparency at all procurement stages;

non-discrimination of participants;

objective and unbiased evaluation of tender bids;

preventing corruption and abuse.

Domestic and foreign participants shall participate in the procurement procedure on equal
grounds.

Customers and the authorized body shall ensure free access by all participants to information
about procurement in accordance with this Regulation.

The customer may not establish discriminatory requirements to participants.

9. Procuring goods, works and services for public funds shall be carried out by the Ministry of
Economy — the specially authorized central executive authority (the “executive authority”).

10. The main functions of the executive authority shall be:

1) drafting normative acts on the functioning of the procurement system;

2) accounting for procurement procedures by collecting information on planned procurement and
tenders that were held;

3) considering complaints submitted by tenderers before entering into the procurement contract;
4) approving the use of the limited participation tender procedure and the procedure for
procuring from single tenderer;

5) participating in feasibility studies for individual expenditure items of the State Budget of
Ukraine;



6) preparing and submitting to the Cabinet of Ministers of Ukraine, six-month reports on
customer’s carrying out procurements;

7) providing clarifications of the procedure for applying legislation in the field of procurement;
8) drafting and approving:

standard tender documents;

the strategy for the development of electronic procurement;

forms of:

- the annual procurement plan;

- the announcement of the procurement procedure and its results;

- the report on the results of conducting procurement procedures and additional requirements
thereto;

- the registry of submitted tender bids;

- the protocol of opening tender bids;

- the protocol of evaluating tender bids;

the procedure for:

- exercising control over observing procurement legislation;

- considering complaints lodged by participants before entering into the procurement contract;

- approving the use of the limited participation tender procedure and the procedure for procuring
from single tenderer;

other normative acts required to fulfill the functions charged with it;

9) submitting materials to law enforcement bodies regarding violations of the established
procurement procedures entailing administrative or criminal responsibility;

10) cooperating with the Antimonopoly Committee bodies to identify violations of legislation on
protecting economic competition in the field of procurement;

11) providing consultancy and methodological assistance to customers in carrying out
procurements including publishing sample tender documents and other information about
procurement;

12) approving educational curricula for procurement specialists and upgrading their
qualifications;

13) carrying out international cooperation in the field of procurement and supporting domestic
producers for their participation in tenders held outside Ukraine;

14) quarterly publishing information on the website about approved uses of the limited
participation tender procedure and the procedure for procuring from single tenderer, which
content is to be determined by the executive authority;

15) publishing the “Government Procurement Bulletin”;

16) ensuring the functioning of a web portal on government procurement;

17) exercising control, within its scope of authority, over observing procurement legislation
requirements;

18) organizing training of procurement specialists and upgrading their qualifications issuing a
relevant certificate in the established format;

19) providing clarifications as to preparing technical specifications.

11. The executive authority shall be entitled to request customers’ reports on results of
procurement procedures and performing the concluded contracts, establish deadlines for
customers’ providing information about planned procurements, concluded procurement contracts
and their performance and, if violations of the established procurement procedures are identified,
take measures in accordance with this Regulation.

In the course of controlling over the observance of procurement legislation, the executive
authority shall be entitled to resolve on invalidating the results of the procurement procedure in
the following cases:

violations of law have been identified that had an impact on the objectivity of choosing the
procurement procedure winner;



the budget executor does not provide documents regarding the procurement procedure within the
established term upon request of the executive authority.

A copy of the decision approved in accordance with this paragraph shall be sent by the executive
authority to budget executors and the State Treasury (servicing bank) within five days after its
approval. The State Treasury (servicing bank) shall not make payments from customer’s account
under the procurement contract resulting from such procurement procedure from the date of
receiving a copy of the executive authority’s decision on invalidating the procurement procedure
results.

12. If rules of Ukraine’s international treaty recognized as obligatory by the Verkhovna Rada
contain provisions differing from the rules of this Regulation, the rules of Ukraine’s international
treaty shall apply.

General terms of procurement

13. Announcements of planned procurements or holding a pre-qualification shall be published
free-of-charge in the “Government Procurement Bulletin” published by the executive authority
and posted free-of-charge on the government procurement web portal established by the
executive authority.

Users’ access to information posted on the government procurement web portal established by
the executive authority shall be free-of-charge.

Announcements of planned procurements may be published on the websites of customers or
budget executors under the heading “Government Procurement” and in printed national mass
media.

Internet resources on which government procurement information is posted shall meet
information protection requirements established by law. The annual government procurement
plan and changes thereto shall be posted on the Internet (on their own website or, lacking that, on
the website of the main budget executor) within ten calendar days after their approval.

14. The procurement procedure may not be conducted before publishing the announcement about
it in the “Government Procurement Bulletin” and on the government procurement web portal,
except for cases where the customer uses the procedure for limited participation tender, request
for price proposals (quotations) and procuring from single tenderer in accordance with the
procedure established by this Regulation.

15. An announcement of a planned procurement or holding a pre-qualification of participants
shall be published in an international publication determined by the executive authority or on an
international electronic communication network in the event the expected value of the
procurement object exceeds an equivalent of:

for goods — 200 thousand euro;

for services — 300 thousand euro;

for works — 500 thousand euro.

16. In the course of procurement procedures, parties shall submit information in writing. If
information has been submitted in other than written form, the content of such information shall
be verified by the parties in writing.

17. An announcement of the procurement procedure, an invitation to participate in the
procurement procedure, an announcement of a pre-qualification of tenderers as well as tender
documents shall be prepared in Ukrainian and one of foreign languages used in international
trade in cases stipulated by paragraph 15 of this Regulation. The texts shall be authentic, the
Ukrainian text being decisive. Tender bids shall be submitted in the language (languages)
specified by the customer in the tender documents.



18. To organize and hold procurement procedures, the customer shall set up a tender committee
based on collective decision-making, the absence of a conflict of interest among members and
their impartiality.

The composition of the tender committee and regulations thereon shall be approved by the
customer. The tender committee may not include officers and representatives of tenderers, their
close relatives, officers of company associations, their representatives and close relatives.
Members of the tender committee shall be customer’s employees, their number being at least
five.

Proceedings of the tender committee shall be directed by its chairperson who is appointed by
decision of the customer and is a person entitled to sign procurement contracts. The chairperson
of the tender committee shall organize its work and bear personal responsibility for fulfilling the
functions charged with the committee.

The chairperson of the tender committee shall appoint their deputy (deputies), a responsible
secretary and delineate the functions of each member of the tender committee.

The chairperson, deputy chairperson and secretary of the tender committee shall receive a
document verifying their training (upgrading qualifications) in the field of procurement in
accordance with the procedure established by the executive authority.

Decisions of the tender committee shall be formalized in a protocol signed by all members of the
tender committee.

Members of the tender committee shall bear personal responsibility for decisions taken by them
in accordance with laws.

Experts and consultants involved in proceedings of tender committees on a contract basis in
accordance with law may not be members of the tender committee and shall not bear
responsibility for decisions, acts or failures to act of the tender committee and officers of the
customer, tenderer or other persons, for performing (not performing) procurement contracts as
well as for consequences of such decisions, acts or failures to act.

A model regulation on tender committee shall be drafted and approved by the executive
authority.

19. Procurement may be carried out through the following procedures:
open tender;

limited participation tender;

two-tier tender;

request for price proposals (quotations);

procuring from single tenderer.

20. The main procurement procedure shall be the open tender.

21. Using the limited participation tender procedure to procure goods, works and services
requires an approval of the executive authority in accordance with the procedure established by
it, except for the case where the limited participation tender procedure is used after a pre-
qualification of tenderers.

Using the procedure for procuring from single tenderer requires an approval of the executive
authority in accordance with the procedure established by it.

22. The decision of the executive authority to refuse approving the use of the limited
participation tender procedure and the procedure for procuring from single tenderer shall be
formalized in a letter.

23. The customer shall not be entitled to split the procurement object with a view to avoiding the
procurement procedure.



24. The customer may require the tenderer to provide information verifying its meeting the
following qualification requirements:

the availability of funds, equipment and personnel having appropriate qualifications, necessary
knowledge and experience;

book value of assets;

financial turnover;

experience of performing similar contracts;

payment of taxes and duties (obligatory payments);

tenderer’s carrying out business activity in accordance with provisions of its charter;

there are no grounds stipulated by this Regulation for refusing participation in the tender.
Qualification requirements are stipulated by the customer in tender documents or other
documents related to submitting tender or qualification bids.

All tender bids of the tenderers meeting qualification requirements established by this paragraph
shall be accepted for evaluation.

25. The customer shall be entitled to conduct a pre-qualification of tenderers.

Information about conducting a pre-qualification of tenderers shall be published by the customer
in accordance with paragraphs 13 and 15 of this Regulation at least 30 calendar days in advance
of providing invitations to participate in the tender procedure. In individual cases, the said term
may be reduced to 15 calendar days, the reason of the reduction being indicated in the report on
the results of the procurement procedure.

Information about conducting a pre-qualification of tenderers shall contain:

the name and address of the customer;

the type, quantity of goods and the place of their supply, the type and location of performing
works or providing services;

the terms of supplying goods (performing works, providing services);

the requirements that the tenderer must meet;

the place and deadline for submitting bids to participate in the pre-qualification of tenderers;
other information that the customer soundly requires.

26. Within three working days after receiving a relevant request, the customer shall provide all
tenderers, who expressed their wish to participate in the pre-qualification, with:

instructions to prepare and submit bids to participate in pre-qualification;

information about the criteria and procedures to evaluate one’s meeting qualification
requirements (briefly);

documents necessary for the tenderer to verify it’s meeting the requirements that are put forward,
surnames, titles of persons responsible for holding pre-qualification of participants and means of
communicating with customer’s representatives.

27. The customer shall select the tenderers to further participate in the procurement procedure,
provided they meet the requirements specified in the information about holding pre-qualification.
Within five calendar days after completing the pre-qualification of tenderers, the customer shall
notify every tenderer of its results.

Only those tenderers shall be invited to further participate in the procurement procedure, which
passed the selection based on pre-qualification results.

28. The customer shall reject a tender or qualification bid in case:

1) it has solid proof that:

the tenderer offers, gives or agrees to give any officer of the customer, other state body a
compensation in any form (an offer of employment, a valuable article, a service, etc.) with a



view to impacting the decision on determining the winner of the procurement procedure or the
customer’s use of a certain procurement procedure;

an individual that is a tenderer has been convicted of a crime committed in the course of a
procurement procedure or other crime committed on lucrative impulse, which conviction is
outstanding or has not been lifted in accordance with the established procedure;

tenderer’s officer who was appointed responsible for conducting the procurement procedure has
been convicted of a crime related to violating the procurement procedure or other crime
committed on lucrative impulse, which conviction is outstanding or has not been lifted in
accordance with the established procedure;

2) bids have been submitted by procurement procedure participants that are related persons;

3) a tenderer submitted unfair information about its meeting the established qualification
requirements;

4) a tenderer does not meet the established qualification requirements.

29. Information about rejecting a tender or qualification bid of a tenderer specifying the ground
for rejection shall be set out by the customer in the report on results of the procurement
procedure and notified to the tenderer, whose bid has been rejected, during seven calendar days
from the day of approving the decision on rejecting the relevant bid.

30. The customer shall decide to refuse tenderer’s participation in the procurement procedure, if:
1) the tenderer has been recognized bankrupt in accordance with the established procedure or a
bankruptcy case has been brought against it;

2) the customer received information that:

an individual who is a tenderer has been convicted of a crime committed in the course of a
procurement procedure or other crime committed on lucrative impulse, which conviction is
outstanding or has not been lifted in accordance with the established procedure;

tenderer’s officer who was appointed responsible for conducting the procurement procedure has
been convicted of a crime related to violating the procurement procedure or other crime
committed on lucrative impulse, which conviction is outstanding or has not been lifted in
accordance with the established procedure.

Grounds for refusing tenderer’s participation in the procurement procedure in accordance with
this paragraph shall be specified in the report on results of the procurement procedure and
notified to such tenderer during seven calendar days from the day of approving the relevant
decision.

31. The report on results of the procurement procedure in the format established by the executive
authority shall contain:

a brief description of the procurement object;

names and addresses of the tenderers that submitted tender bids, applications to participate in the
pre-qualification of participants, the name and address of the tenderer with whom the
procurement contract has been concluded as well as the price of this contract;

the price and brief description of the main terms of each tender bid and the procurement contract
as well as additional terms offered by the tenderers;

a brief description of the criteria for comparing and evaluating tender bids and determining the
tenderer who is the winner of the procurement procedure;

in case some or all tender bids are rejected, a justification of the rejections;

the date of publishing the announcement of a planned procurement and the announcement of the
result of the performed procurement in the “Government Procurement Bulletin” or the date of
sending an invitation to participate in the limited participation tender procedures, request for
price proposals (quotations) and procuring from single tenderer and the date of notifying the
tenderers of the conducted procedure result;
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a description of reasons and circumstances that caused customer’s choice of the other
procurement procedure than the open tender procedure with a justification of the choice;

a brief description of any requests to clarify the terms of holding pre-qualification of participants
or the tender documents, answers thereto as well as any changes to these documents;

in case no conclusion of a procurement contract resulted from the tender, the reasons for such
decision;

in case a tender bid has been rejected in accordance with this Regulation, the reasons for the
rejection;

information about:

- qualifications of tenderers that submitted tender bids;

- applications to participate in pre-qualification of tenderers or an entry stating that there are no
such applications;

- grounds for using pre-qualification of tenderers;

- lodged complaints, brought litigation and results of considering those;

- discontinuing the procurement procedure;

- membership of the tender committee;

- the date of acceptance of the tender bid.

The report on the results of procurement procedures and other documents concerning
procurement procedures shall be kept for three years.

32. Except for the cases where it is required by decision of the executive authority or a court, the
tender committee shall not disclose information:

which submission contradicts legislation, does not meet the state interests, commercial interests
of the parties or violates fair competition principles;

which concerns considering, evaluating and comparing tender bids except that specified in
passage six of paragraph 31 of this Regulation.

Open tender and limited participation tender procedures
33. In the course of holding open tender, tender bids may be submitted by all interested parties.

34. In the course of holding a limited participation tender, tender bids may be submitted only by
the tenderers that were invited by the customer to participate in the procurement procedure.

The limited participation tender procedure may be used, if goods, works or services, due to their
complex or specialized nature, may be offered by a limited number of tenderers.

In the course of holding a limited participation tender, the customer shall invite the tenderers to
participate in the procurement procedure, whose number would ensure the choice of the most
viable offer and proper competition, but there must be at least two.

35. The announcement of holding an open tender and an invitation to participate in the limited
participation tender procedure shall specify:

the name and location of the customer;

the type, quantity and place of supplying goods or type and place of performing works or
providing services;

the term of supplying goods, performing works or providing services;

qualification requirements that the tenderers must meet;

the methods and the place of obtaining tender documents;

the place and deadline to submit tender bids;

the place and date of opening tender bids;

the terms for providing tender security (if so required by the customer);

the methods of communication to obtain additional information.
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36. The term for submitting tender bids shall be 30 calendar days from the date of publishing the
announcement of holding the tender or sending the invitation to participate. In some cases, this
term may be reduced to 21 calendar days (to 14 calendar days in case of holding a limited
participation tender). The reasons for reducing the term shall be set out in the report on the
results of holding the procurement procedure and shall not show customer’s intent to weaken
competition among the tenderers.

37. The customer shall send or submit tender documents free-of-charge to the person that
requested them within three working days from the day of receiving such request from this
person. In case of holding a limited participation tender to procure goods and services, the
customer may send tender documents together with an invitation to participate in tender.

38. Tender documents shall contain:

1) instructions to prepare tender bids;

2) a list of criteria put forward by the tender committee to evaluate tenderers’ meeting the
established qualification requirements;

3) information about the need to provide documentary proof of tenderers’ meeting the
established qualification requirements;

4) information about the nature and required technical and quality characteristics of the
procurement object including:

relevant technical specifications, plans, drawings, pictures, and descriptions of the procurement
object.

Technical specifications, plans, drawings, pictures, and descriptions of the procurement object
required by the customer shall contain: a detailed description of goods, works or services being
procured setting out objective technical and quality characteristics; requirements to technical
characteristics of the functioning of the procurement object, if it is impossible to prepare a
description or if providing such characteristics is more advisable; references to standard
characteristics, requirements, reference designations and terminology of the goods, works or
services being procured using current international or national standards, norms and rules.
Technical specifications shall not reference a specific trade mark or firm, patent, structure or
type of the procurement object, its origin or manufacturer. If such reference is necessary, the
specifications shall contain the words “or equivalent”;

quantity of goods;

the location where works must be performed or services provided,;

additional services that must be provided;

terms for supplying goods, performing works, and providing services;

5) a list of criteria and a methodology for their evaluation to determine the most economically
viable tender bid;

6) determining the principal terms that shall be included in the procurement contract or a draft
procurement contract;

7) a description of a separate part or parts of the procurement object on which tender bids may be
submitted in cases where the tenderer allows submitting tender bids only on parts of goods,
works or services being procured,

8) the method for evaluating and comparing alternative tender bids;

9) the methodology for calculating the price of a tender bid indicating whether or not it should
include other elements along with the value of goods, works or services themselves, for example,
costs of transportation, insurance, loading and unloading, paying taxes and duties (obligatory
payments), etc.;

10) information about the currency (currencies), in which the tender bid price must be calculated
and denominated;

11) information about the language (languages) that must be used in tender bids;
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12) customer’s requirements to providing tender security and securing the performance of the
procurement contract;

13) conditions of returning or not returning tender security;

14) indicating the method, location and deadline for submitting tender bids;

15) the procedure for providing clarifications regarding tender documents as well as a
notification of the customer’s intention to hold a meeting of the tenderers;

16) the term of validity of tender bids, it should not be shorter than 120 days;

17) the location, date and time of opening tender bids;

18) the surname, title and address of one or several officers or other employees of the customer
authorized to maintain communication with the tenderers;

19) information about additional conditions required for accepting a tender bid.

39. A person who received tender documents shall be entitled, no later than seven calendar days
before the deadline to submit tender bids, to ask the customer to provide clarifications of the
tender documents. The customer shall respond to the request of the person who received tender
documents within three working days.

40. No later than three calendar days in advance if the deadline to submit tender bids, the
customer shall be entitled, on its own initiative or based on requests of persons who received
tender documents, to make changes to tender documents and notify the said changes in writing to
all persons who the customer provided with tender documents.

41. If the customer holds a meeting to provide clarifications to any inquiries regarding tender
documents, it shall take minutes of this meeting recording all clarifications regarding the
inquiries and send it and the received tender documents to all persons irrespective of whether or
not they attended the meeting.

42. If the customer does not timely provide clarifications regarding the content of tender
documents, their changes or if the changes to the tender documents are material, the customer
shall extend the term to submit tender bids. The decision to extend the term to submit tender bids
shall be approved by the customer with due regard to the fact that such term must be sufficient
for the persons who received tender documents to take account of the said changes, amendments
or clarifications and timely submit tender bids, but it shall be at least seven working days.

If two or more persons who received tender documents submitted requests for clarification of the
tender documents, the customer shall extend the term to submit tender bids.

43. The customer shall be entitled to include information in the tender documents regarding the
need to provide tender security, its amount, forms and cases where the tender security is not
returned to the tenderer.

Upon customer’s request, the tenderer shall provide the tender security along with submitting its
tender bid, the amount of security not to exceed 1 per cent of the expected value in case of works
procurement tender and 5 per cent in case of goods or services procurement tender under the
terms stipulated by tender documents. In case of providing tender security in the form of a
deposit, the customer shall return the entire amount of deposit together with interest accrued by
the bank, in which the deposit was placed.

44. Tender security shall not be returned by the customer, in the following cases:

the tenderer recalls or changes its tender bid after the deadline for submitting bids;

the tenderer who won the tender does not sign a procurement contract;

the tenderer who won the tender does not provide the required guarantees of performing the
procurement contract after acceptance of its tender bid, if the provision of such guarantees is
stipulated by tender documents.
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45. The customer may not claim tender security and shall return the relevant amount to the
tenderer within 10 calendar days after the grounds arise to return tender security, in the following
cases:

validity expires of tender bid security specified in tender documents;

a procurement contract has been entered into with the winner of the tender;

a tender bid is recalled before the deadline for submitting bids, if tender documents stipulate so;
the procurement procedure has been completed and no procurement contract has been concluded
with any of the tenderers who submitted tender bids.

46. Funds received as tender security (in case they are not returned to the tenderer) shall be
transferred to the general fund of the relevant budget and, in case of procuring for public funds,
except the funds from the State Budget of Ukraine, the budget of the Autonomous Republic of
Crimea and local budgets, to customer’s accounts designated in accordance with legislation.

47. Tender bids shall be submitted in writing signed by tenderer’s authorized officer in a sealed
envelope or in other form specified in the tender documents. Upon tenderer’s request, the
customer shall confirm the receipt of its tender bid indicating the date and time of receipt within
two calendar days from the moment of receiving such request.

A tender bid shall be accompanied by the document verifying tenderer’s providing tender
security, if the requirement to provide tender security has been established by the tender
documents.

48. Tender bids received by the customer after the deadline for their submission shall not be
opened and shall be returned to the tenderers who submitted those.

49. The customer shall be entitled, before the deadline for submitting tender bids, to resolve on
extending the term for submitting tender bids, in case one or more persons who received the
tender documents cannot submit their tender bids before the specified deadline due to objective
reasons. A notice of extending the term and possible changes of the location and procedure for
opening tender bids shall be immediately sent to each person who was provided with the tender
documents.

50. Tender bids shall be valid during the term specified in the tender documents. Before the end
of this term, the customer shall be entitled to require the tenderers to extend the validity of their
tender bids.

A tenderer shall be entitled to:

waive such requirement not forfeiting the tender security provided by it;

agree to the requirement and extend the validity of the tender bid submitted by it and of the
tender security.

Tenderers that have not extended the validity of their tender security shall be considered to have
waived the requirement to extend their tender bids.

51. A tenderer shall be entitled to introduce changes to or recall its tender bid before the deadline
to submit bids without forfeiting its tender security, if the requirements to provide tender security
was established in the tender documents. Such changes or statement on recalling the tender bid
may be taken into account if received by the customer before the deadline for submitting tender
bids.

52. In the course of procurement, the customer shall be entitled to require the tenderer who is the
winner of the procurement procedure to provide, at the time of concluding the procurement
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contract, a security for the performance of the contract in accordance with the terms specified in
the tender documents.

The amount of security for the performance of a procurement contract may not exceed 10 per
cent of its budget value in the case of procuring goods and services and 5 per cent in the case of
procuring works, respectively.

The customer shall return the security for the performance of a procurement contract to the
tenderer in accordance with the provisions of such contract.

The funds that have been received as security for the performance of a procurement contract (in
case they are not returned to the tenderer) shall be transferred to the general fund of the relevant
budget and, in case of procuring for public funds, except the funds from the State Budget of
Ukraine, the budget of the Autonomous Republic of Crimea and local budgets, to customer’s
accounts designated in accordance with legislation.

53. Tender bids shall be opened on the day when the term to submit them ends at the time and
place specified in the tender documents.

To ensure openness and transparency of procurement procedures, mass media representatives
may attend the opening of tender bids.

All tenderers that submitted tender bids or their authorized representatives shall be admitted to
participate in the tender bids opening procedure. Tenderer’s or its authorized representative’s not
attending the tender bids opening procedure shall not be the ground for not opening, not
considering or rejecting their tender bid.

During the opening of tender bids, the availability of all required documents stipulated by the
tender documents shall be verified and the name and address of each tenderer shall be announced
as well as the price of each tender bid.

During the opening of tender bids, a protocol shall be drawn up in the format established by the
executive authority, which copies shall be provided to all tenderers at their request within one
working day of receiving such request. This information shall be included in the report on results
of the procurement procedure.

54. The customer shall be entitled to request the tenderers to clarify their tender bids with a view
to facilitating their consideration, evaluation and comparison.

The customer and the tenderers shall not initiate any negotiations to introduce changes to the
submitted tender bid including changes of its price and some adjustments, without prejudice to
the provisions of paragraph 55 of this Regulation.

55. The customer shall be entitled to correct arithmetic errors identified in the submitted tender
bid during the evaluation procedure, provided a written consent of the tenderer who submitted
this tender bid has been received to make such correction.

56. The customer shall determine the tender winner out of the tenderers, whose tender bids have
not been rejected, based on the criteria and the tender bid evaluation methodology set out in the
tender documents.

The evaluation criteria may be, in particular:

the price;

the term of supplying goods, performing works, and providing services;

quality and functional characteristics, environmental friendliness;

post-sale maintenance;

settlement terms;

operating costs;

technology transfer and training administrative, science and production personnel including the
use of local resources such as means of production, labor and materials to manufacture goods,
perform works and provide services offered by the tenderer.
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If other criteria than price are used to determine the most economically viable tender bid, the
tender documents shall specify (if possible) their value equivalent or specific weight of these
criteria in the overall assessment of tender bids. The specific weight of the price criterion may
not be lower than 70 per cent.

57. The total term for evaluating and comparing bids and determining the tender winner may not
exceed 30 working days from the day of opening tender bids.

58. The customer shall be entitled to require that the tenderers verify the authenticity of
information about tenderer’s meeting qualification requirements. The customer shall be entitled
to require that the tenderer who is the winner of the procurement procedure verify for the second
time its meeting the qualification requirements established in the tender documents. If the
tenderer refuses to provide such verification, the customer shall reject its tender bid and
determine the most economically viable bid out of those remaining.

59. Relevant expert organizations or individual experts may be involved in evaluating tender
bids, whose recommendations may be used in determining the tenderer who is the winner of the
procurement procedure.

60. Information about considering, evaluating and comparing tender bids shall not be provided to
tenderers or other persons who did not officially participate in the procurement procedure, except
for cases where such information is required by the executive authority to consider a complaint
regarding the procurement procedure or by court.

61. The customer shall reject a tender bid in the following cases:

a tenderer does not meet the qualification requirements established in the tender documents;

a tenderer has not provided documentary proof that it is the manufacturer of goods, performer of
works or provider of services or its official representative;

a tender bid does not meet the requirements of the tender documents;

a tenderer has not provided the tender security, if such requirement was stipulated by the tender
documents;

a tenderer who submitted a tender bid does not agree to a correction of an arithmetic error
identified by the customer;

the circumstances arise specified in paragraphs 28 and 58 of this Regulation.

The customer may reject all tender bids before acceptance of a tender bid, if the tender
documents stipulate such possibility.

62. Tender shall be cancelled by the customer in the following cases:
fewer than two tender bids have been submitted,;

all tender bids have been rejected,;

tender bids of fewer than two tenderers have been admitted for evaluation.

63. Tender may be disqualified by the customer in the following cases:

the price of the most economically viable bid exceeds the amount allocated by the customer to
finance the procurement;

carrying out the procurement no longer meets the state needs as a result of unforeseeable
objective circumstances (operation of an invincible force).

64. If the customer decides to cancel the tender or disqualify it, it shall give notice of such

decision by publishing an announcement in the “Government Procurement Bulletin” specifying
the reasons during seven calendar days after approving the decision.
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65. A notice of cancelling the tender as well as of disqualifying it shall be sent by the customer
to all tenderers within three working days after approving the relevant decision.

66. The customer shall accept the tender bid that has been recognized the most economically
viable based on evaluation results.

Within five calendar days of acceptance, the customer shall send the tender winner a notice of
accepting the tender bid that has not expired as well as send all participants in the open tender,
two-tier tender and limited participation tender procedures a written notice of the tender results
specifying the name and location of the procurement procedure winner, whose tender bid has
been recognized as the most economically viable based on evaluation results.

The customer shall enter into a procurement contract with the tenderer, whose bid was accepted,
in accordance with the requirements of the tender documents and the terms of the accepted
tender bid no earlier than five working days after sending a written notice to all participants in
the open tender, two-tier tender and limited participation tender procedures of their results, but
no later than 21 working days from the day of acceptance.

67. Within seven calendar days of entering into a procurement contract, the customer shall send
an announcement of the results of the open tender, two-tier tender and limited participation
tender for publishing in the “Government Procurement Bulletin” in the format established by the
executive authority.

68. If the tenderer, whose tender bid was accepted, refuses to sign a procurement contract in
accordance with the requirements of the tender documents, the customer shall, for the second
time, determine the most economically viable tender bid out of those not expired, except for the
cases where all tender bids were rejected.

Two-tier tender procedure

69. The two-tier tender procedure shall be used in the following cases:

the customer cannot compile a specific list of goods (works) or determine the type of services as
well as in cases where, to make the best procurement decision, preliminary negotiations with
tenderers are required;

the customer rejected all tender bids submitted by tenderers to participate in open tender due to
collusion between tenderers concerning the price of the relevant good, works or services as well
as where tenderers, who submitted tender bids, do not meet the requirements specified in the
tender documents;

to perform new construction work that are a replication of similar construction work in
accordance with a model design, in respect of which an original procurement contract was
concluded pursuant to provisions of the section “Open tender and limited participation tender
procedures” of the present Regulation;

the procurement object is science research, experiments or development, providing consultancy
and other special services.

70. The two-tier tender procedure shall be conducted in two stages:

at the first stage all tenderers are offered to submit preliminary tender bids not specifying the
price. Tender documents shall only provide proposals regarding technical, qualitative and other
characteristics of the procurement object, the terms of supply, a verification of the professional
and technical competence of the tenderers and their meeting qualification requirements.

The customer shall conduct negotiations with any single tenderer. After receiving preliminary
proposals, the customer shall be entitled to introduce changes to the tender documents regarding
technical requirements and requirements to the quality of the procurement object or suggest new
characteristics and bids evaluation criteria in accordance with this Regulation, which fact shall
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be notified by the customer to all tenderers when providing them with invitations to participate in
the second stage of tender;

at the second stage, the customer shall instruct the tenderers, whose preliminary tender bids were
not rejected at the first stage, to submit final tender bids specifying the price.

The tenderers, whose preliminary tender bids were not rejected at the first stage, shall provide
tender security for their bids before participating in the second stage, in case this is stipulated in
the tender documents.

After that, the two-tier tender procedure shall be conducted in the same manner as the open
tender procedure.

71. The two-tier tender procedure shall specify:

the name and location of the customer;

the description of the procurement object including its technical and other parameters and, where
works are being procured, their type and approximate term of performing the works;

the criteria determined by the customer during the evaluation of tender bids;

the term and place of submitting a preliminary tender bid. The term for tenderers’ submitting
preliminary tender bids may not be shorter than 30 calendar days from the day of publishing the
announcement of holding the two-tier tender procedure.

The procedure for requesting price proposals (quotations).

72. The customer may procure by using the procedure for requesting price proposals (quotations)
regarding goods and services for which a permanent market exists, provided the amount of
procuring those does not exceed UAH 200 thousand.

73. When using the procedure for requesting price proposals (quotations), the customer shall
submit a request for price proposals (quotations) to no fewer than three tenderers.

The request shall specify:

the name and location of the customer;

the type, quantity and location of supplying goods or providing services;

the term of supplying goods or providing services;

the place and term of submitting price proposals;

the place and date of opening the price proposals;

the material terms of the contract;

the term of validity of a price proposal.

Each tenderer receiving a request shall be notified of whether or not the value of goods or
services includes costs of transportation, insurance, paying taxes and duties (obligatory
payments).

74. The term for submitting price proposals shall be established by the customer but it may not
be shorter than ten working days after inviting the tenderer.

75. Each tenderer shall be entitled to submit only one price proposal that may not be changed
later.

76. A proposal shall be submitted in a sealed envelope or in other form determined by the
customer no later than the deadline established by it.

77. The proposals shall be opened at the time determined by the customer.

To ensure openness and transparency of procurement procedures, representatives of mass media
may attend the opening of price proposals.

All tenderers that submitted their proposals shall be invited to the opening of price proposals.
The customer shall inform all tenderers that submitted their price proposals of the results of the
request for price proposals procedure within six calendar days of opening the proposals.
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A protocol shall be drawn up during the opening of proposals, which copy shall be provided to
all tenderers at their request within one working day of receiving the relevant request.

78. No earlier than three working days after sending all tenderers a written notice of the
procedure results and no later than 14 working days after determining the winner, the customer
shall enter into a procurement contract with the tenderer who is the winner of the procurement
procedure and who submitted a bid meeting customer’s requirements and having the lowest
price.

79. The customer shall reject the bids, if they do not meet customer’s requirements specified in
the request or if the tenderer’s actions caused the occurrence of the circumstances specified in
paragraph 28 of this Regulation.

80. The procedure for requesting price proposals (quotations) shall be cancelled, if:

fewer than three proposals have been submitted,;

all proposals have been rejected due to their not meeting customer’s requirements specified in
the request.

81. The procedure for requesting price proposals (quotations) may be disqualified, if the lowest
price of the price proposals meeting the requirements of the customer specified in its request
exceeds the amount allocated by the customer to finance the procurement.

The procedure for procuring from single tenderer.
82. Procurement from single tenderer shall be a procedure where the customer enters into a
procurement contract with a tenderer after conducting negotiations with it.

83. The procedure for procuring from single tenderer shall be used by the customer after
obtaining an approval of the executive authority in accordance with the procedure established by
it in the following cases:

procurement of art works or procurement related to protecting copyright;

there is no competition (including technical reasons) for goods, works or services that may be
supplied, performed or provided only by a certain tenderer and there is no alternative;

there is a need for an original tenderer to make additional supplies intended for partial
replacement or extension of supplies, where replacing the tenderer may result in procuring goods
or services that do not meet the requirements of interchanging with the available goods or
services;

there is a need to perform additional construction work not included in the original construction
project but which became necessary due to unforeseeable circumstances to complete the
construction project, provided the contract is entered into with a participant in such works, if the
works are technically or economically related to the master contract. The total amount of
contract for additional works shall not exceed 50 per cent of the amount of the master contract;

a procurement contract is entered into with the winner of an architectural competition;

there is an urgent need to procure due to special economic or social circumstances that the
customer could not foresee, including procurement related to liquidating consequences of
emergencies.

The procurement contract

84. The procurement contract shall be entered into in writing pursuant to the provisions of the
Civil Code of Ukraine and the Economic Code of Ukraine.

The terms of the procurement contract shall not differ from the terms of the tender bid (price
proposal) of the tenderer who is the winner of the procurement procedure.
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Material terms of the procurement contract shall not be changed after signing the contract, except
for the cases stipulated by the procedure for changing procurement contract terms to be approved
by the executive authority.

The procurement contract may be extended for a term sufficient to conduct the procurement
procedure at the beginning of the following year for the amount not exceeding 15 per cent of the
value stipulated in the contract concluded in the prior year, if the expenditures for this purpose
have been approved in accordance with the established procedure.

A copy of the concluded procurement contract shall be submitted to the executive authority upon
its demand.

A procurement contract entered into during the period when the procurement procedure was
suspended due to a lodged complaint shall be recognized null and void in accordance with law.

Challenging procurement procedures

85. Any tenderer, who believes that it has sustained or may sustain losses as a result of
customer’s violating the procurement procedures established by this Regulation, may challenge
customer’s actions, decisions or failures to act.

The following may not be challenged:

customer’s choice of the procurement procedure;

customer’s decision to reject all tender bids.

86. A complaint for customer’s breach of the procurement procedure or its decisions, actions or
failures to act shall be submitted by the participating tenderer to the customer or the executive
authority before entering into a procurement contract. If a complaint is lodged, the executive
authority shall inform the customer about it within three working days of receiving it.

Officers of the government procurement structural division of the executive authority who are
immediately dealing with complaints may not fulfill responsibilities related to discharging other
functions of the executive authority stipulated by this Regulation. The customer or executive
authority may refuse considering a complaint, if it was lodged later than during 15 days after the
occurrence of the ground to lodge it. The day when the ground for a complaint occurs shall be
considered the day when the customer breaches the procurement procedure.

87. In the event of lodging a complaint pursuant to paragraph 86 of this Regulation, the customer
or the executive authority shall suspend the procurement procedure for a term that may not
exceed 20 working days from the date of customer’s or executive authority’s receiving the
complaint, which shall be notified within one working day to the State Treasury (servicing
bank). The date of suspending the procurement procedure shall be considered the date when the
customer or the executive authority resolves on suspending the procurement procedure. Upon
expiry of the said term, the customer shall be entitled to resume the relevant procurement
procedure except for the case where the executive authority approved the decision, within the
established term, to cancel tender or invalidate its results.

88. Within five working days of receiving a complaint, the customer or the executive authority
shall notify its content, time and place of consideration to the tenderer, the tenderer who is the
winner of the procurement procedure and the customer. The said persons shall be entitled to take
part in considering the complaint.

89. Within 20 working days of receiving the complaint, the customer or the executive authority
shall approve a justified decision specifying:

if the complaint has not been granted, - reasons for approving such decision;

if the complaint has been granted in full or in part, - the measures to be taken to settle the
conflict.
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If the complaint is considered by the customer, the decision on the complaint shall be provided to
the executive authority within three working days of approving it.

90. If the tenderer’s complaint leads to identifying violations of the established procurement
procedure having an impact on the objectivity of determining the procurement procedure winner
or resulting in a discrimination of tenderers, the executive authority shall be entitled to cancel the
procurement procedure, invalidate the results of such procurement procedure and mandate the
customer to initiate another procurement procedure.

The decision of the executive authority on invalidating the results of the procurement procedure
shall be binding upon both the customer and the tenderers.

91. A copy of the decision on the results of considering the complaint shall be sent by the
customer or the executive authority to the tenderer who lodged the complaint and the State
Treasury (servicing bank) within five working days of approving it.

After receiving the decision on the results of considering the complaint, the State Treasury
(servicing bank) shall make expenditures:

if the procurement procedure is cancelled, the results of the procurement procedure are
invalidated, the customer is mandated to conduct a new procurement procedure, — payments
from the customer’s account pursuant to the assumed financial obligations shall be resumed after
the customer submits documents verifying the results of the new procurement procedure;

if the decision of the executive authority does not envision cancelling the procurement
procedure, invalidating the results of the procurement procedure and the decision does not lay an
obligation upon the customer to conduct the new procurement procedure, - payments from the
customer’s account pursuant to the assumed financial obligations shall be resumed in accordance
with the documents verifying the carrying out of the procurement procedure.

Responsibility for violating procurement legislation

92. For violating the requirements established by this Regulation and other normative acts
developed to implement it, customers and tenderers shall bear administrative or criminal
responsibility in accordance with laws.

Bodies exercising state supervision (control) in the field of procurement

93. State supervision (control) in the field of procurement, within the scope of their authority,
shall be exercised by the executive authority, bodies of the state control and audit service, the
State Treasury, the State Statistics Committee, the Antimonopoly Committee as well as by the
Accounting Chamber and law enforcement bodies.

Bodies exercising state supervision (control) in the field of procurement within the scope of
authority stipulated by the Constitution and laws of Ukraine shall fulfill the following functions:
1) bodies of the state control and audit service:

controlling over customer’s observing the requirements of this Regulation;

preparing protocols on administrative violations related to breeches of procurement legislation;
cooperating with state authorities in the field of preventing corruption in the field of
procurement;

submitting relevant materials to law enforcement bodies;

other functions stipulated by legislation;

2) the State Treasury:

verifying the availability of a concluded procurement contract and its being in line with the
report on the results of the procurement procedure and other documents stipulated by this
Regulation;

submitting relevant materials to law enforcement bodies;

other functions stipulated by legislation;

3) the State Statistics Committee:
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collecting information about the results of the procurement procedure;

approving forms of statistical reports in the field of procurement;

other functions stipulated by legislation;

4) the Antimonopoly Committee:

designing and implementing measures intended to create and enhance the competitive
environment in the field of procurement;

controlling over the observance of legislation on protecting economic competition in the field of
procurement;

controlling over implementing measures to create a competitive environment and ensure
protecting competition in the field of procurement;

providing bodies exercising state supervision (control) in the field of procurement with
information about breeches of legislation on protecting economic competition in the field of
procurement;

other functions stipulated by legislation.

The Accounting Chamber and law enforcement bodies exercise state supervision (control) in the
field of procurement within the scope of their authority stipulated by laws.
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Claims Review and Procurement Monitoring Committee

The Authorized body shall set up the Claims Review and Procurement
Monitoring Committee (hereinafter referred to as “the Committee”).

The Committee shall:
review claims submitted by bidders in the procedure envisaged by this Law;

submit to the Authorized body the recommendations on approval of the
application a bidding procedure with restricted participation and a sole-
proprietor procurement procedure;

elaborate and submit to the Authorized body to approve the methods to:

define the amount of damages in the event of violation of the legislation in the
sphere of government procurement;

calculate the price of the procurement object with consideration of technical and
quality specifications of works, goods and services.

The Committee is made up by single representatives of the Ministry of
Economy of Ukraine, Ministry of Finance of Ukraine, Ministry of
Justice of Ukraine, Main Control and Revision Office of Ukraine, State
Treasury of Ukraine, Antimonopoly Committee of Ukraine, State
Inspection for Prices Control of Ukraine, Chamber of Auditors,
Economic Policy Committee of the Verkhonva Rada of Ukraine, the
Budget Committee of Verkhovna Rada of Ukraine, the Committee on
Combating Organized Crime and Corruption at the Verkhovna Rada of
Ukraine.

State officials only can be the members of the Committee.

The list of the members of the Committee shall be approved by the Authorized
body and disclosed at the web-portal of this body.

The Head of the Committee shall be appointed Deputy Minister of Economy of
Ukraine.

The rules and procedures of the Committee shall be defined by the Committee
and disclosed at the web-portal of the Authorized body.

The Committee sitting shall be deemed eligible if it is attended by not less
than two third of the members of the Committee. The decision of the Committee
shall be deemed made if it was voted for by the two third of the members of the
Committee being present at the sitting. Each member of the Committee shall
have one vote. In the event of equal distribution of votes the vote of the Head of
the Committee shall be deemed casting, and in the event the Head is not present
at the sitting — the vote of the Chairman of the sitting. The decision of the
Committee shall be filed as the Minutes signed by the Head of the Committee.

The Authorized Body shall be responsible for organizational and logistic
Support of the Committee activities.

Article 10.
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PRICE REDUCTION PROCUREMENT PROCEDURE
Article 33. Terms of application of the price reduction procurement procedure

1. The price reduction procurement procedure shall be applied in the event of
procurement of good or services with a constantly operating market, which are
produced or provided beyond purposefully elaborated specifications.

Article 34. Carrying out the price reduction procurement procedure

1. The price reduction procurement procedure shall be subject to the procedure
envisaged for the open bidding with due account taken of any specific features as
determined by the Chapter.

2. The price reduction procurement procedure shall consist of two stages:

At the first stage all the bidders are offered to submit preliminary bids without
specifying the price. The bidding documents must only provide for offers about
technical, qualitative, and other characteristics of the procurement object, terms of
delivery, and qualification requirements. The period for submission of bids is not less
than 15 calendar days from the date of publication of the announcement about the
price reduction procurement procedure;

At the second stage the procuring entity suggests that bidders whose preliminary
bids have not been rejected during the fist stage submit final bids and specify the
price. The period for submission of bids during the second stage is not less than seven
calendar days from the date of notifying bidders about results of the fist stage.

3. During disclosure of bids at the second stage the bidder shall announce the
name and address of all the bidders and the price of all bids. Then the bidder suggests
that the present representatives of bidders reduce the price of their bid by one step of
the price reduction procedure mentioned in the bidding documents. The initial price
for the price reduction procurement procedure shall be deemed the minimum price of
the bid. Their consent to reduce the price of the bid the present representatives of
bidders confirm by raising a card with the mentioned name of the bidder on it. If after
the initial and following prices have been announced three times, no bidder suggests a
new price, the price reduction procurement procedure terminates and the last bidder
who was called and suggested the lowest price is announced the winner.

Chapter VI



This is the alternative draft that was prepared at the request of the World Bank and
the EU, and endorsed by these organizations, but which has not been submitted to the
Ukrainian parliament.

This version was received from the Ministry of Economy in March 2009 with track
changes from the pending draft, as adopted in the first reading and translated by the
World Bank. In the present version, all track changes have been accepted.

Apparently, the Ministry of Economy is presently, in September 2009, considering a
revision of this alternative draft.

DRAFT

LAW OF UKRAINE

On Procurement of Goods, Works,
and Services with State Funds

This Law establishes the general legal and economic principles for procurement of goods, works,
and services with state funds.

The goal of this Law is creation of a competitive environment in the sphere of government
procurement, prevention of corrupt practices in this sphere, ensuring rational and effective use of state
funds.

Chapter 1
GENERAL PROVISIONS
Article 1. Definition of fundamental terms
1. In this Law, the terms presented below are applied with the following meanings:

1) Acceptance of a bid — adoption by the procuring entity of a bid that is determined to be the
most economy efficient according to the results of an assessment, and giving consent and undertaking
obligations to pay for a procurement object or a part thereof (lot) according to that proposal. A bid is
considered to be accepted, if the procuring entity gives the bidder a written confirmation of the
acceptance of the bid in the time period established by this Law;

2) alternative bid — a proposal that may be submitted by the bidder to the procuring entity in
addition as part of the bid if this is provided for by the tender documentation and which, in accordance
with the terms, is distinguished from the proposal that is developed according to the conditions
provided for by the tender documentation;

3) general procuring entity — the state power authority, enterprise, institution or organization
defined accordingly by the Cabinet of Ministers of Ukraine, Council of Ministers of the Autonomous
Republic of Crimea, or local executive self-governance authorities responsible for organization and
conduction of procurement procedures on the basis of coordination according to this Law;

4) government procurement (hereinafter referred to as “procurement”) — acquisition by a
procuring entity of goods, works, and services with state funds in a procedure that is established by
this Law.

5) state funds — funds of the State Budget of Ukraine, Budget of the Autonomous Republic of
Crimea and local budgets, state credit resources, funds of the National Bank of Ukraine, state allocated
funds, the Pension Fund of Ukraine, mandatory state social insurance funds, unemployment insurance
funds, mandatory state social insurance funds in the event of temporary working disability and birth
and burial expenses, the funds envisaged by the Law of Ukraine “On Mandatory State Social Insurance
Against Accidents at a Work Place and Occupational Diseases Which Result in Working Disability”,
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the funds of the institutions or organizations established by the state authorities, the
Autonomous Republic of Crimea authorities or local authorities in the established procedure,
humanitarian aid in money terms, funds of enterprises;

6) procurement contract — a contract that is concluded between the procuring entity and the
bidder based on the results of a procurement procedure and provides for provision of services,
execution of works, or acquisition of ownership rights for goods with state funds;

7) electronic government procurement — use of information technologies and Internet network in
relations that arise in the process of government procurement between the procuring entity and the
supplier of goods, works and services for public funds, according to the present Law;

8) guarantee of execution of a procurement contract — provision of the procuring entity by the
bidder with guarantees of execution of obligations by the bidder including such kinds of guarantees as
collaterals, warranties, pledges and security deposits;

9) guarantee of a bid (hereinafter referred to as a “bid security”) — provision of the procuring
entity by the bidder with a guarantee of execution of the obligations of the bidder in connection with
submission of a bid including such kinds of guarantees as collaterals, warranties, pledges and security
deposits;;

10) procurement on the basis of coordination — execution of a procurement procedure by the
general procuring entity who acts in the interests of the procuring entities in a procedure determined by
this Law;

11) procuring entities — managers of state funds that perform procurement in the procedure
determined by this Law;

12) qualification documentation — documentation that is developed by the procuring entity and
transferred to the bidders of preliminary qualification for preparation of qualification proposals when
conducting preliminary qualification of bidders;

13) qualification proposal — a proposal that is submitted to the procuring entity by the
bidder/participant in the preliminary qualification according to the requirements of qualification
documentation;

14) winner of the procurement process — the bidder whose bid is accepted:;

15) enterprises — state enterprises as well as government ones, utility enterprises and business
companies with authorized stock in which the state or utility enterprise owns over 50% of shares, their
daughter companies as well as the enterprises, business companies with authorized stock where over
50% of shares is owned by the state as well as government enterprises, and also to the government
enterprises, utility enterprises and business companies with authorized stock where municipal share
makes up over 50%;

16) connected individual — an individual that conforms to any of the characteristics presented
below:

A legal entity that performs supervision of a bidder or supervises said bidder, or remains under
joint supervision with said bidder;

An individual or member of their family that performs supervision of the bidder;

A state official of the bidder who is authorized to perform legal acts in the name of the bidder
that are directed at establishment, amendment, or suspension of civil-legal relations, as well as the
family members of said state official;

When performing supervision in this Law, one should understand direct possession or possession
through connected individuals or legal entities of the largest share (stake, package of shares) of the
statutory capital of the bidder, or management of the largest number of votes in a leading authority of
said bidder, or possession of a share (stake, package of shares), that is no less than 20 percent of the
statutory capital of the bidder. For an individual, the total sum of possession of a share of the statutory
capital of a bidder (votes in a leading authority) is defined as the total sum of corporate rights that
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belong to said individual, a family member of said individual and legal entities that are supervised by
said individual or a member of their family.

For the purposes of this Law, spouses and their children, parents, brothers, sisters, and
grandchildren as well as the spouses of children, parents, brothers, sisters, and grandchildren are
considered to be family members.

17) services — any procurement other than goods and works, including preparation of specialists,
provision of means of transport and communications, mastering technologies, research surveys,
medical and communal services, routine repairs, and consultation services. Consultation services
include services connected with consulting, expertise, assessment, and preparation of conclusions and
recommendations;

18) procurement object — goods, works, and services that are procured by a procuring entity in
the framework of a uniform procurement procedure, in which the bidders are allowed to submit bids or
proposals at negotiations should the single-source procurement procedure be applied. the procurement
object is defined as the procuring entity in a procedure established by a specially authorized executive
power authority. The number of bids for one procurement object cannot be less than two;

19) works — design, new construction of, expansion, reconstruction, major repairs, and
restoration of objects and facilities for manufacturing and non-manufacturing purposes, geological
surveys, technical re-equipment of existing enterprises, as well as accompanying works in services,
including geodesic works, drilling, seismic surveys, aero- and satellite photography and other services
that are included in the estimated cost of works, if the cost of executing such works does not exceed
the cost of the works themselves;

20) manager of state funds — state power authorities, power authorities of the Autonomous
Republic of Crimea, local self-governance authorities, other authorities, institutions, and organizations
stipulated by the Constitution and other legislative acts of Ukraine, as well as enterprises, institutions, ,
or organizations that are created in the established procedure by state power authorities, power
authorities of the Autonomous Republic of Crimea or local self-governance authorities and authorized
to receive state funds, and obligations and performance of payments connected thereto as well as
enterprises;

21) term of validity of a bid — the period established by the procuring entity over the course of
which the bidder does not have the right to amend their bid;

22) tender documentation — documentation that the procuring entity draws up submits to persons
free of charge in response to their request for preparation thereby of bids regarding the procurement
object or its part;

23) bid — proposal regarding the certain procurement object or part thereof (lot) that is prepared
submitted by a person that has confirmed their intention to participate in the procurement procedure to
the procuring entity in the order established by this Law and bidding documentation;

24) tender committee — a group of specialists designated by the procuring entity (general
procuring entity) as responsible for conducting the procurement procedure in accordance with this
Law;

25) auctions (tenders) — performance of a competitive selection of bidders with the goal of
determining the winner of the auctions (tenders) in accordance with procedures (with the exception of
the procurement procedure for one bidder) established by this Law;

26) goods — products, objects of any type and purpose, including raw materials, manufactured
goods, installations, technology, objects in a solid, liquid, or gas form, including electric energy, as
well as services connected with delivery of goods if cost of such services does not exceed the cost of
the goods themselves;

27) authorized body — the Ministry of Economy of Ukraine, which is given the function of a
specially authorized body in on the issues of government procurement;

28) bidder in the procurement procedure (hereinafter referred to as the “bidder”) — an individual,
including an individual who is a subject of entrepreneurial activity, a legal entity (resident or non-
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resident) that has confirmed intent to participate in procurement procedures and has submitted a bid
or a qualification proposal,

29) participant of the preliminary qualification — natural person, including sole proprietor, legal
entity (resident or non-resident), that have confirmed their intention to participate in the preliminary
qualification procedure and have submitted their qualification proposal;

30) section of the procurement object (lot) — a share of goods, works, or services determined by
the procuring entity (according to volume, nomenclature, or the location of supply of goods, execution
of work, provision of services) for which in the bounds of a uniform procurement procedure the
bidders are allowed to submit bids. The number of bids for each individual share of the procurement
object cannot be less than two.

Article 2. Sphere of Application of the Law

1. This Law is applied to procurement of all goods, work, and services that are fully or partially
performed using state funds, according to conditions that the cost of the object of procurement of a
good (goods), service (services) is equal to or exceeds 100 thousand UAH, or 300 thousand UAH in
the case of works, (500 thousand UAH in the case of performance of the procurement of goods, works
and serviced with the funds of the enterprises).

2. Terms of carrying out procurement procedures of goods, works, and services using state
funds may be established or amended only by this law and only in events foreseen by this Law.

Particularities of procurement of goods, works, and services related to the execution of the state
defense order in the area of production of arms and special devices, as well as procurement of goods,
works, and services performed by the enterprises of the defense industry complex may be stipulated by
the Cabinet of Ministers of Ukraine.

3. The effect of this Law does not extend in the event that the procurement object is:

1) goods, works and services assigned for preparation and hold of the snap election of the
People’s Deputies of Ukraine;

2) forms for securities, strict reporting documents;
3) state awards of Ukraine;
4) documents regarding education in the state system;

5) protected dyes, papers and other materials that are used for preparing forms for securities,
strict reporting documents in accordance with their protection scheme;

6) publishing products that are purchased directly by libraries;
7) leasing state and communal property;

8) services that are procured by state banks while their executing bank transactions in accordance
with the Law of Ukraine “On Banks and Bank Activities”

9) banking services for receiving communal payments, checking account services, and cash
processing services;

10) services in the sphere of air transport for official state delegations;

11) administrative services that are provided exclusively by the state authorities in accordance
with the Law;

12) railroad transport services;
13) natural gas and services in the sphere of its transport, distribution and supply;
14) postal services, postage stamps, and stamped envelopes;

15) prosthetic-orthopedic goods; orthopedic shoes, means of conveyance prepared exclusively
according to individual orders by disabled persons, including added features thereof; and services in
repair of such means; prosthetic-orthopedic services;
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16) works of descriptive art: paintings, graphics, sculptures, as well as works of
decorative-applied and folk art for replenishment of the State Museum Fund of Ukraine;

17) telecommunications services, including those in the sphere of relaying radio and television
signals (with the exception of mobile communication services and services of Internet providers);

18) goods and services connected with design development, preparation of protected papers,
banknotes, and coins, their storage, transport and record,;

19) goods, works, and services, procurement of which is performed by procuring entities located
outside the borders of Ukraine;

20) goods and services that are acquired for direct performance of out-of-town tours of creative
groups and performers;

21) goods and services that are procured directly for ensuring preparation of national teams of
Ukraine for the Olympic and Paralympics Games, development of the Olympic and Paralympic
movements, and high-level sports;

22) goods, works, and services that are procured by authorities, institutions, educational
institutions, and enterprises in the criminal executive system from enterprises of the criminal executive
system;

23) centralized water supplies, water drainage, and servicing sewer systems;
24) electric power, its transmission and distribution;

25) centralized supply of heat energy;

26) atomic fuel, unirradiated fuel elements for nuclear reactors;

27) legal services for ensuring protection of rights and interests of Ukraine during review of
cases by authorities in foreign jurisdictions;

28) goods and services assigned exclusively for ensuring execution of the events and formal
receptions with participation of the President of Ukraine, the Head of the Verkhovna Rada of Ukraine
and members of the Cabinet of Ministers of Ukraine;

29) services to ensure fire prevention of the objects provided by the State fire prevention units;

30) goods, works and services assigned for provision by Ukraine humanitarian aid to other
countries;

31) goods, works and services, which due to their special purpose constitute the state secret;

32) goods, works and services needed for the liquidation of the aftereffects of emergencies of
anthropogenic and natural character;

33) fuel for the vehicles that is purchased at retail directly at filling stations;

34) goods and services needed to carry out state borrowings, maintenance and repayment of the
state debt;

4, In case the procurement object is food manufacturing products, medicinal remedies and
goods for medical purposes, fuel, services in the sphere of catering, transportation services, or repair
services, during the period of performing the procurement procedure, the procuring entity has the right
to current needs to perform procurement of a necessary procurement object without application of the
procurement procedure envisioned in this Law for the sum of funds that does not exceed 15 percent of
the total anticipated cost of the procurement object, about which they will notify the Authorized Body
within 3 calendar days.

The provisions envisioned in Paragraph 1, Part 4 of this Article are not applied during
conduction of the upcoming procedure of procuring this specific procurement object by the procuring
entity.

Article 3. The Principles of government procurement



1. Procurement is based upon the following principles:

maximum cost-efficiency and effectiveness;

fair competition among bidders;

openness and transparency at all stages of government procurement procedure;
non-discrimination of bidders;

objective and impartial evaluation of bid;

prevention of corrupt practices and abuse.

Article 4. Procedure for procurement planning

1. Procurement is carried out in accordance with the annual procurement plan subject to approval
and publication by the procuring entity no later than thirty days after approving the estimated finance
plan (plan for funds allocation, plan for budget (public) funds expenditures). The annual procurement
plan shall be sent to the Authorized Body compliant with the terms and procedures set forth by said
Authorized Body.

2. No procuring entity shall be entitled to split the procurement in parts seeking to avoid the
execution of the procurement procedure.

Article 5. Non-discrimination of bidders

1. National and foreign bidders shall participate in the government procurement procedures on
the pari pasu basis.

2. Procuring entities and the Authorized Body shall ensure equal access for all bidders to
government procurement information, as defined by this Law.

3. Procuring entity may not establish discriminatory requirements for bidders.

Article 6. Ukraine’s international obligations in the sphere of government procurement

1. In case an international treaty to the obligatoriness of which Ukraine has acceded upon the
Verkhovna Rada prior consent sets forth a procurement procedure other than stipulated by this Law,
the provisions of an international treaty shall prevail.

2. Procurement of goods, works and services with loan and credit funds granted according to
the international treaties of Ukraine concluded in the established procedure:

the International Bank for Reconstruction and Development, the International Finance
Corporation, the Multilateral Investment Guarantee Agency, the International Development
Association, the European Bank for Reconstruction and Development, the European Investment Bank,
the Nordic Investment Bank shall be carried out according to the rules and procedures set forth by said
organizations;

Chapter Il
STATE REGULATION IN THE SPHERE OF GOVERNMENT PROCUREMENT



Article 7. State regulation in the sphere of government procurement

1. State regulation in the sphere of government procurement shall be carried out by the
Authorized Body and other authorities within their competence.

The Authorized Body is the Ministry of Economy of Ukraine.

3. The Authorized Body exercises control, supervision and coordination in the sphere of
government procurement within its competence, as set forth by this Law.

Other state authorities and law enforcement bodies shall exercise control over the activities of
procuring entities and bidders, and shall receive information from them within the competence defined
by the Constitution of Ukraine and the laws of Ukraine.

4, State Treasury of Ukraine:

checks the availability and compliance of the concluded procurement contract with the
report on the procurement procedure results and the annual procurement plan, as well as the
accuracy of their execution according to the Law;

takes measures to debar carrying out payments from the account of the procuring entity in
accordance with the financial obligation undertaken under the procurement contract in the event
of acknowledgement of the results of the procurement procedure as null or for the period of
suspension of the procurement procedure according to this Law.

5. The State Control and Revision Service carries out control over fulfillment by the
procuring entities the requirements of the Law in the sphere of government procurement
according to this Law and other laws of Ukraine, and cooperates with the state authorities in
order to prevent corrupt practices in the sphere of government procurement.

6. The State Committee of Statistics of Ukraine keeps record of the procurement by way of
collecting information on the procurement planned and the results of the procurement procedure
including the tenders that did not take place, and approves the forms of statistics records in the
sphere of the procurement.

7. The Antimonopoly Committee of Ukraine carries out control over compliance with the
Law on the protection of economic competition in the sphere of government procurement.

8.The Chamber of Accounts shall carry out control in the sphere of government
procurement within the scope of its competences established by the Constitution of Ukraine, the
Law of Ukraine “On the Chamber of Accounts”, this Law and other laws of Ukraine.

Avrticle 8. The Authorized Body
1. The principal functions of the Authorized Body shall be the following:
1) to develop and approve normative and legal acts needed for the execution of this Law;

2) to maintain bookkeeping on procurement through collecting information about planned and
implemented procurement;

3) to interpret legislative provisions in the sphere of government procurement in the procedure
stipulated by the Authorized Body;

4) to nominate general contractors subject to the Cabinet of Ministers’ approval;

5) to summarize the practice of execution of government procurement including international
procurement;

6) to support international cooperation in the sphere of government procurement;

7) to cooperate with law enforcement bodies as it pertains to detecting violations in the sphere of
government procurement and, if explicitly required by the Law, to submit to law enforcement bodies
any and all materials related to detected violations;



8
8) to cooperate with the Antimonopoly Committee of Ukraine as it pertains to detecting
violations in the sphere of economic competition related to government procurement procedures;

9) to approve the application of restricted bidding procedure and the procurement procedure
from a sole contractor;

10) examination of complaints submitted by bidders before the procurement contract is
conducted, and making corresponding decision about them (complaints).

11) to cooperate with state authorities as it pertains to preventing corrupt practices in the sphere
of government procurement;

12) to approve training programs for professionals in the sphere of government procurement;
13) to control compliance with applicable legislation in the sphere of government procurement;
14) to ensure the publication of an official state bulletin on government procurement;

15) to ensure the operation of a web-portal of the Authorized body on government procurement
(hereinafter referred to as “web-portal of the Authorized body”);

16) to ensure the publication of an official international bulletin on government procurement;
17) to draw up and approve:

Standard tender documentation

Strategies for electronic government procurement

the form of:

- annual procurement plan;

- announcement on carrying out the procurement procedure and its results;

- the report on the results of the procurement procedure;

- the register of the bids received;

- the minutes of the bids disclosure;

- the minutes of the bids evaluation;

the procedure for:

- defining the object of the procurement;

- carrying out control over compliance with the Law in the sphere of government procurement;

- approving of application of the bidding procedure with restricted participation and a sole-
proprietor procurement procedure;

- examination of complaints, submitted by bidders before conclusion of the procurement
contract.

18) provision of interpretations regarding preparation of technical specifications.
3. The Authorized Body shall be entitled:

1) to require from the procuring entities to submit a report on the results of a government
procurement procedure, as set froth by this Law;

2) to monitor bidders/procuring entities’ compliance with legislative provisions in the sphere of
government procurement;

3) should the listed bellow be detected during implementation of control measures to ensure
compliance with the government procurement legislation, the Authorized Body shall have the right to
make a decision to declare the procurement outcome not valid:

As a result of control, establishment of facts of violation of legislation that influenced the
objectivity in the process of selection of a winner in accordance with the proper procedure;
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During application of control, failure to provide by a state funds manager/ spending body
the required documents about carrying out a certain procurement procedure in the established time
period;

The copy of the mentioned decision shall be sent by the Authorized Body to state funds
managers and the State Treasury of Ukraine (the operating bank) within a 5-days period from the day
it was adopted. The State Treasury of Ukraine (operating bank) from the moment of receipt of a copy
of such decision of the Authorized Body about declaring the procurement outcome not valid, shall be
obliged not to make payments from the procuring entity’s accounts according to the procurement
contract, concluded based on the procurement procedure outcome, noted in the decision of the
Authorized Body;

4) to file administrative claims in case the legislation in the sphere of government procurement is
violated;

5 to set up timeframes for submitting by the procuring entities the information on the planned
procurement and the procurement contracts concluded;

6) to set up qualification requirements to trainers involved in training or further training
professionals with regard to organization and execution of the government procurement.

Article 9. Participation of the general public in the formation and implementation of the state
policy in the sphere of government procurement.

1. Both procuring entities and bidders of procurement procedures and the Authorized Body
shall foster the involvement of the general public in carrying out control in the sphere of
government procurement in accordance with the Laws of Ukraine “On Unions of Citizens”,
“On Appeals of Citizens” and “On Information”.

2. The Authorized Body, managers of state funds shall ensure a proper feedback to appeals of
citizens and public organizations and their unions.

3. Citizens and public organizations and their unions shall not interfere in the work of the
Authorized Body and the procedure of the procuring entity’s defining a winner of the tender.

4. Representatives of mass media can be present at bids disclosure procedures.

Chapter 111
GENERAL PROCUREMENT CONDITIONS

Article 10. Publication of procurement information

1. The procuring entity publishes procurement information according to the established by this
Law procedure, in particular:

annual procurement plan;
planned procurement announcement (request for price proposals, invitation);
announcement about holding a preliminary qualification;

minutes of opening bid (price) proposals;

minutes of bid proposals evaluation;

announcement about bid proposal acceptance;
announcement about procurement procedure results;
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information pertaining to the review of complaint submitted according to this Law (on
receipt of complaint, decision concerning complaint review);

bidding documentation, amendments to it and explanations, except for cases when information in
bidding documentation cannot be disclosed under the law;

report on procurement procedure results;

announcement about procurement procedure cancellation (in case the procedure had been
announced).

2. Announcement about planned procurement (demand for price proposals, invitation) and
procurement procedure results shall be published in official government procurement newsletter free
of charge.

The information listed in part 1 of this article shall be published on web portal of Authorized
institution free of charge.

The information listed in part 1 of this article shall be published on web portal of Authorized
institution on the day of its publication in state official government procurement newsletter.

In case the information posted on web portal of Authorized institution contains data different
from those published in official government procurement newsletter, the information published in
official government procurement newsletter is considered to be authentic.

The information noted in part 1 of this article can be additionally published upon decision of the
procuring entity in other media, on websites of procuring entities, respective authorities, and local self-
governing bodies.

The procuring entity can also publish other information on procurement except for information
qualified as state secret.

3. The procurement procedure cannot be held before publication of announcement (demand for
price proposals, invitations) about it pursuant to paragraph two of part 2 of this article except for cases
when the procuring entity conducts procedures of restricted bidding and procurement from single
entity in accordance with this Law.

4. The announcements about planned procurement or holding preliminary qualification of
participants are additionally posted in an international publication, decided on by the Authorized Body,
and on the web portal of Authorized institutions in one of the foreign languages used in international
trade in case the expected value of procurement object exceeds the sum equivalent to:

200 thousand euro, for goods;
300 thousand euro, for services;
500 thousand euro, for works.

The euro exchange rate is determined according to the official exchange rate of the National
Bank of Ukraine established for the day of sending planned procurement or preliminary qualification
announcement for publication.

5. The publication of information envisaged by part 1 of this article in the Internet is not
considered electronic procurement.

6. The access of users to the information published on web portal of the Authorized institution is
free of charge.

7. The violation of publication procedure envisaged by this article may serve as a ground for
recognizing the procurement procedure outcome null and void by the Authorized Body.

Article 11. Tender committee
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1. The tender committee is established by the procuring entity (general procuring entity) for
the organization and holding of procurement procedures.

The tender committee acts on collective nature basis with conflict of interest absent among the
tender committee members and their being unbiased.

2. The composition of tender committee and the provision of tender committee are approved by
the decision of procuring entity (general procuring entity). The tender committee cannot include
officials and bidders’ representatives, their family members and also people’s deputies of Ukraine and
deputies of village, town, city district, district and regional councils.

Tender committee consists of no less than five persons.

3. Experts and consultants involved in the work of tender committee on contract terms under the
legislation cannot be members of tender committee and are not responsible for the decisions, actions or
inaction of tender committee and officials of procuring entity, bidder or other persons, for performance
(non-performance) of procurement contracts and also for consequences caused by such decisions,
actions or inaction.

4. The work of tender committee is directed by its head. The head of the tender committee
organizes the work of the committee and is personally responsible for the committee fulfilling the
delegated functions.

Head, deputy head and secretary of the tender committee shall receive the document on
completing a training (enhancing qualification) in the procurement field according to the procedure
established by the Authorized institution.

5. The decision of the tender committee is documented in minutes signed by all committee
members who took part in voting.

Tender committee members are personally responsible for decisions made by them according to
the laws of Ukraine.

6. A typical provision on the tender committee is developed and approved by the Authorized
institution.

Avrticle 12. Procurement procedures

1. Procurement can be held with the help of one of the following procedures:
Open bidding;

Two-stage bidding;

Request for price proposals;

Restricted bidding;

Procurement from single entity.

2. The procuring entity has the right to carry out procurement according to one the procedures
listed in part 1 of this article (except for restricted bidding and procurement from single entity) by
conducting electronic procurement using an informational system in the Internet and adhering to
requirements established by this Law and other legal acts of Ukraine.

Article 13. Procurement on coordination basis
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1. Upon request of the Authorized institution the Cabinet of Ministers of Ukraine
approves the list of goods and services the procurement of which is conducted on coordination basis
for the funds from State budget of Ukraine and defines general procuring entity.

The Council of Ministers of the Autonomous Republic of the Crimea and executive bodies of
local councils approve the list of goods and services the procurement of which is conducted on
coordination basis for the funds from budget of the Autonomous Republic of the Crimea and local
budgets and define the general procuring entity.

The order of procurement on coordination basis is established by the Cabinet of Ministers of
Ukraine upon request of the Authorized institution.

2. The general procuring entity:

conducts the procurement procedure according to the requirements of this Law and determines
the successful bidder;

informs all interested procuring entities about procurement procedure results.

3. The procuring entity concludes a procurement agreement with the successful bidder
determined by general procuring entity, except for cases when goods or services do not meet the
requirements of the procuring entity due to their technical specifications, quality, supply conditions or
price. In such case the procuring entity has the right to refuse from accepting the bid proposal and
concluding a procurement contract having informed the general procuring entity about it and to
conduct a procurement procedure for such goods or services. The general procuring entity is informed
by procuring entities about conclusion of procurement contract or refusal to conclude it according to
the procedure established by the Authorized institution.

4. Having received notifications from procuring entities about concluding procurement contracts
or refusing to conclude them, the general procuring entity submits to Authorized institution and all
interested procuring entities a report on the procurement procedure results listing the names of all
procuring entities.

Article 14. Submitting information during the procurement procedure

1. Submitting information during the procurement procedure is done in written form.

In case the procuring entity and bidders have submitted the information during procurement
procedure in another form than the written one, the content of such information shall be confirmed in
written form.

2. Submitting information during electronic procurement is done by the procuring entity and
bidders in the electronic form according to legislation requirements.

Article 15. Language used during the procurement procedure

1. Bid (qualification) proposals are submitted in the language (languages) noted by the procuring
entity in bidding (qualification) documentation.

2. If the expected value of procurement object exceeds the sum equivalent to: 200 thousand euro,
for goods; 300 thousand euro, for services and 500 thousand euro, for works, the documents of
procuring entity on procurement procedure envisaged by this Law are put in Ukrainian and other
language used in international trade. The texts shall be authentic, the text in Ukrainian being prevalent.

Article 16. Qualification requirements for bidders

1. The procuring entity may demand that the bidders submit confirmed information on their
meeting the following qualification requirements:



13

equipment, funds and respectively qualified workforce, which has the necessary knowledge
and experience;

balance sheet value

financial value

experience in conclusion of similar agreements;

payment of taxes and fees (compulsory payments);

conducting economic activity by the bidder according to the provisions of his statute;

the absence of decision on recognizing the bidder as bankrupt according to the established
procedure or on his participation in the case on bankruptcy.

2. The qualification requirements established by the procuring entity according to this article and
the list of documents confirming the information of bidders on their adherence to such requirements
are noted in bidding (qualification) documentation.

3. The documents not envisaged by the legislation for bidders — natural persons, including
natural persons — entrepreneurs are not submitted by them as a part of bid proposal.

4. All tender proposals/ bids from bidders that comply with the qualification requirements,
established by the part 1 of this Article, shall be allowed for the appraisal.

Avrticle 17. Bid (or qualification) proposals rejection

1. The procuring entity shall reject a bid (or qualification) proposal in case:

1) it has irrefutable evidence that the bidder, or the participant of the preliminary qualification,
offers, provides or agrees to provide directly or indirectly to any official of the procuring entity or
other state institution a remuneration in any form (employment proposal, valuable object, service etc.)
with the aim to influence the decision about the successful bidder or the application of certain
procurement procedure by the procuring entity;

2) the bidding natural person, or the participant of the preliminary qualification, was convicted of
a crime committed during the procurement procedure or other crime committed on lucrative impulse,
and the conviction was not lifted or cleared off according to the established procedure;

3) the official of the bidder, or the participant of the preliminary qualification, who has been
authorized by the bidder to represent his interests during the procurement procedure was convicted of
a crime committed during the procurement procedure or other crime committed on lucrative impulse,
and the conviction was not lifted or cleared off according to the established procedure;

4) the bidder is a connected person;

5) the bidder submitted inadequate information on his adherence to the established qualification
requirements;

6) the bidder, or the participant of the preliminary qualification, does not meet the established
qualification requirements;

7) the bidder or the participant of the preliminary qualification, submitted the proposal against
the requirements of bidding documentation and this Law.

2. The information on rejection of bid or qualification proposal with the indication of reason is
sent within seven calendar days to the bidder whose proposal had been rejected.

Article 18. The report on procurement procedure results

1. The report on procurement procedure results shall include:
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name of procurement object;

number of procurement procedure participants and the name and location of bidder with whom
the procurement contract had been concluded,

bid proposal and procurement contract price;

date of publication of announcement about planned procurement, request for price proposals and
procurement procedure results or the date of sending an invitation for participation in the restricted
bidding, procuring from single entity and the date of informing the bidders about procurement
procedure results;

in case procurement contract was not concluded as a result of bidding procedure — the grounds
for such decision;

date of bid proposal acceptance and conclusion of procurement contract.

2. The report on procurement procedure results (except for information of state and commercial
secret) is published by the procuring entity within 10 days after its approval according to Article 10 of
this Law.

3. The term of keeping the report on procurement procedure results and other documents
concerning procurement procedures amounts to three years.

Chapter IV
PROCEDURES OF OPEN BIDDING

Article 19. Conditions of using procedures of open

1. Open bidding is the principal procurement procedure.

2. During the open bidding procedure all interested persons have the right to submit bid
proposals.

Article 20. Informing about the procedures of open bidding and open bidding with reduction of
price

1. The announcement about holding open bidding and open bidding with reduction of price shall
mandatory include:

name and location of procuring entity;

web site where the procuring entity additionally posts procurement information (in case of such
procedure planned);

name, number and place of supplying goods, or kind and place of conducting works or providing
services;

term of supplying goods, conducting works or providing services;

ways and place of obtaining bidding documentation;

place and term of submitting bid proposals;

place, date and time of opening bid proposals;

address of the chosen informational system in the Internet (in case of electronic procurement);
amount, type and conditions of providing bid security (if the procuring entity so requires).
The announcement may include additional information determined by the procuring entity.
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2. The term for submitting bid proposals cannot be less than 30 calendar days from the
date of publication of announcement about holding the procedure of open bidding
(sending an invitation)Article 21. Bidding documentation

1. The procuring entity sends or provides for the person who intends to participate in the
procurement procedure free bidding documentation within three working days after receiving a
respective request from this person.

Bidding documentation can be taken free of charge by the person who intends to participate in
the procurement procedure on the web portal of the Authorized institution.

2. The bidding documentation is developed by the procuring entity shall contain:
1) instruction on preparation of bid proposals;

2) qualification requirements for bidders and the list of documents confirming the information of
bidders on their adherence to such requirements;

3) list of criteria put forward by the tender committee to evaluate the adherence of bidders to the
established qualification requirements;

4) information on the necessary technical and quality specifications of procurement object,
including respective technical specification (if necessary, plans, sketches, drawings or description of
procurement object). At that, the technical specification shall contain detailed description of goods,
works and services procured, including their technical and quality specifications; requirements
concerning technical and functional specifications of procurement object in case the description is
impossible to make or when it is more reasonable to indicate such specifications; references to
standard specifications, requirements, notation conventions and terminology associated with goods,
works or services procured and envisaged by existing international or national standards, norms and
rules. Technical specification shall not contain references to specific trademark or company, patent,
procurement object construction or type, source of its origin or producer. In case such reference is
necessary, the specification shall contain the words “or equivalent”;

5) amount of goods and place of their supplying;

6) place where works shall be conducted or services provided;

7) terms of supplying goods, conducting works or providing services;

8) draft contract or principal conditions which shall be included in the procurement contract;

9) description of separate part or parts of the procurement object (lot) pertaining to which bid
proposals can be submitted in case the bidders are allowed to submit bid proposals for part of
procurement object (lot);

10) list of criteria and method of bid proposals evaluation with the indication of criteria’s weight;
11) term of validity of bids shall constitute 120 days;

12) method of evaluation and comparison of alternative bid proposals (if they are allowed by the
procuring entity);

13) information on currency used for calculation and indication of bid proposal price;
14) information on language (languages) used to compile bid proposals;

15) indication of means, place and deadline for submitting bid proposals;

16) procedure of providing explanations concerning bidding documentation;

17) term of validity for bid proposals;

18) place, date and time of opening bid proposals;

19) last name, first name and patronymic, post and address of one or several officials of the
procuring entity who are authorized to communicate with the bidders.
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Bidding documentation may also contain other information which the procuring entity
deems necessary.

3. Bidding documentation shall not contain requirements limiting competition and discriminating
bidders.

Article 22. Providing explanations concerning bidding documentation and making
amendments to it

1. The person who has obtained bidding documentation from the procuring entity has the right to
address the procuring entity for explanations concerning bidding documentation no later than seven
calendar days before the end of term for submitting bid proposals. The procuring entity shall provide
explanations to the query within three calendar days from the day of its receipt to all persons who have
obtained bidding documentation.

If requests from two or more persons who received the bidding documentation have been
submitted, the procuring entity shall extend the bid submission period.

In case of holding a meeting to explain any queries concerning bidding documentation the
procuring entity shall provide the minutes of such meeting, which contains all query explanations and
send it to all persons who have received bidding documentation regardless of their presence at the
meeting.

The explanations mentioned in this part are published by the procuring entity according to
Article 10 of this Law.

2. The procuring entity has the right no later than seven calendar days before the end of term for
submitting bid proposals on one’s own initiative or according to the results of queries make
amendments to bidding documentation having extended the term of submitting and opening bid
proposals by no less than seven calendar days and immediately send a written notification about the
abovementioned changes to all persons who received bidding documentation.

In case of late provision of explanations concerning the content of bidding documentation or late
amendments to it by the procuring entity it shall extend the term for submitting and opening bid
proposals by no less than seven calendar days and inform about it all persons who received bidding
documentation.

The information listed in this part is published by the procuring entity according to Article 10 of
this Law.

Article 23. Provision of bid security

1. The procuring entity has the right to include in the announcement about procurement
procedure and in bidding documentation the requirements for providing bid security.

In case the procuring entity requires provision of bid security the bidding documentation shall
contain conditions of its provision, in particular type, amount, term of validity and also cases when bid
security is not returned to the bidder. In such case the bidder submits bid security together with the bid
proposal.

The amount of bid security in monetary value cannot exceed 1 per cent of the expected
procurement value in case of holding bidding for procuring works and 5 per cent in case of holding
bidding for procuring goods or services on the conditions defined by bidding documentation.

2. In case bid proposals are submitted concerning a part of procurement object (lot) the amount
of bid security is determined by the procuring entity on the basis of expected value of procurement
object pertaining to each of its parts (lots).

3. Bid security is not returned by the procuring entity in case of:
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Withdrawal or change of bid proposal by the bidder after the expiration of term for
submitting a bid,;

Non-signing of procurement contract by the successful bidder;

Non-provision of contract performance security by the successful bidder after the acceptance of
his bid proposal, if bidding documentation envisages providing such security.

4. The procuring entity shall return bid security to the bidder within 10 calendar days from the
day of emerging grounds for the return of bid security in case of:

expiration of bid security term noted in bidding documentation;
conclusion of procurement contract with the successful bidder;
withdrawal of bid proposal before the end of term for submitting bids;

end of procurement procedure in case of non-conclusion of procurement contract with any of the
bidders who submitted their bid proposals.

5. The funds which came as bid security (in case they are not returned to the bidder) are subject
to transfer to respective budget, and in case of procurement for the funds of an enterprise are
transferred to the enterprise’s account.

Article 24. Procedure of submitting bid proposals

1. The bid proposal is submitted in written form with the signature of bidder’s authorized person
in a sealed envelope or in another form mentioned in bidding documentation. Upon request of the
bidder, the procuring entity confirms the receipt of bid proposal indicating date and time.

Every participant has the right to submit only one bid proposal (including a proposal for a part of
procurement object (lot) listed in bidding documentation) and can also submit an alternative bid
proposal if it is envisaged by bidding documentation. The received bid proposal is entered by the
procuring entity into the register the form of which is defined by the Authorized institution.

2. The bidding documentation is accompanied by the document confirming the provision of bid
security by the bidder if such provision is envisaged by bidding documentation.

3. Bid proposals received by the procuring entity after the expiration of term for their submitting
are not opened and returned to the bidders who have submitted them.

4. Bid proposals are valid during the term noted in bidding documentation. Before the end of this
term the procuring entity has the right to require that the bidders extend the terms of their bid
proposals. The bidder has the right:

to decline such request not losing the bid security provided,;
to agree to the demand and to extend the term of bid proposal and bid security submitted.

5. The bidder has the right to modify or withdraw the bid proposal before the end of term for its
submitting not losing the bid security as a result. Such modifications or the bid withdrawal application
are taken into account in case they are received by the procuring entity before the end of term for
submitting bid proposals.

6. The procuring entity has the right before the end of established term for submitting bid
proposals to make a decision on its extension in case one or more persons who have received bidding
documentation from the procuring entity cannot submit their bid proposals before the specified
deadline due to objective reasons and have informed the procuring entity about it in written form. The
notification about term extension or about possible changes in place and procedure of opening bid
proposals is immediately sent to each person who received the bidding documentation and is published
according to Article 10 of this Law.

Article 25. Procurement contract performance security
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1. Procuring entity has the right to require the successful bidder to provide not later than the
date of concluding the procurement contract a security of such contract performance according to the
conditions defined in the bidding documentation. The procuring entity returns contract performance
security according to conditions listed in the contract.

2. The amount of contract performance security cannot exceed 10 per cent of contract price in
case of procuring goods and services and 5 per cent in case of procuring works.

3. The funds which arrived as contract performance security (in case they are not returned) are
subject to transfer to respective budget and in case of procurement conducted by enterprise, to the
enterprise’s account.

Article 26. Opening of bid proposals

1. Opening of bid proposals is conducted on the day of expiration of term for their submitting at
the time and place listed in bidding documentation.

2. Participation in the procedure of opening bid proposals is allowed by the procuring entity for
all bidders or their authorized representatives and also representatives of state power institutions
(including deputies of all levels). The absence of bidder or his authorized representative at the
procedure of opening bid proposals is not a reason for refusal to open or to reject his bid proposal.

3. During the opening of bid proposals the presence of all necessary documents envisaged by
bidding documentation is checked and announced; name and location of each bidder and price of each
bid proposal are also announced.

4. During the opening of bid proposals minutes is drawn according to the form established by the
Authorized institution.

A copy of minutes of bid proposals opening is provided to any bidder upon his request within
three calendar days after receipt of such request.

Article 27 Review and evaluation of bids

1. The procuring entity is entitled to appeal to the bidders for explanation of the essence of their
bids in order to simplify the procedure of review and evaluation of bids.

2. The procuring entity and the bidders shall not initiate any negotiations regarding amending
the submitted bid, including changing its price and adjusting, except for correcting any arithmetic
errors in accordance with the requirements of the chapter three of this Article.

3. The procuring entity is entitled to correct arithmetic errors found in the submitted bid during
its evaluation according to the procedure envisaged by the bidding documents provided that the bidder
who submitted the bid gave their written consent thereto.

4. The procuring entity shall evaluate the bids that have not been rejected according to the Law.

5. The procuring entity defines the winner of the bidding procedure from among the bidders
whose bids were not rejected under this Law (not less than two) on the basis of the criteria and
evaluation methods indicated in the bidding documents.

The evaluation criteria shall be as follows:

In the event of procurement of goods, works and services with a constantly existing market,
which are produced, executed or provided beyond purposefully elaborated specifications (technical
project) — price;

In the event of procurement of a complicated or specialized nature (including consulting
services, scientific research, experiments or developments, research and engineering works) - price
together with other evaluation criteria, in particular such as:

After-sales service;
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Operational costs;

Transfer of technology and education of administrative, scientific and production staff including
exploitation of local resources, including the means of production, labor force and the materials needed
for production of goods, execution of work, and provision of services offered by the bidder.

6. In the event that in order to define the most economically advantageous bid, criteria other than
price are applied, the value equivalent or specific weight of these criteria in the general evaluation of
the bids shall be indicated in the bidding documents. Specific weight of the price criterion shall not be
lower than 70 percent.

7. The procuring entity is entitled to request from any of the bidders the submission of the
documents on the reaffirmation of its compliance with qualification requirements or apply for
confirmation of this information to public authorities, agencies, organizations in accordance with their
competence field. In the event of refusal of the bidder to submit the documents on such a confirmation
or credible information with regard to its noncompliance with the qualification requirements or the fact
of indicating in the bid inadequate information, the customer shall reject the bid of this bidder and
defines a winner of the tender from among the bidders left with the duration of their bids valid.

8. To consider the bids relevant expert organizations or particular experts can be attracted on a
contractual basis.

9. Upon the results of consideration and evaluation of the bids one winner of the procurement
procedure shall be defined.

In the event of procurement procedure with the subject of procurement broken into parts (lots),
the winner shall be determined for every separate lot.

10. Relevant minutes shall be drawn up on the basis of the results of consideration and
evaluation of the bids in accordance with the form envisaged by the Authorized body.

11. The general duration of consideration, evaluation and determination of the procurement
procedure winner shall not exceed 30 calendar days following the date of disclosure of the bids.

Article 28 Rejection of bids

1. The procuring entity rejects a bid in the event that:

1) the bidder:

does not meet the qualification requirements envisaged by the bidding documents;

does not agree with the correction of the arithmetic error detected by the procuring entity;
failed to provide a bid security if such a security was requested by the procuring entity;
2) circumstances mentioned in Article 17 and part seven of Article 27 hereof have arisen;
3) the bidding documents do not comply with requirements to bidding documents.

2. The procuring entity has the right to reject all the bids before the acceptance of the bid,
provided that it is envisaged by the bidding documentation.

3. Information about bid rejection and relevant grounds for such rejection shall be forwarded to
the bidder who submitted the bid within seven calendar days following the date when the procuring
entity made a relevant decision.

Article 29 Cancellation of the bidding procedure by the procuring entity or
acknowledgement of the bidding procedure as such that has never taken place

1. The procuring entity shall cancel the bidding procedure in the event of:
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submission of les than two bids for participation in the bidding procedure;
rejection of all the bids according to the Law;
Bids from less than two bidders have been admitted for bid evaluation.
The bidding procedure may be cancelled in part (with regard to a lot).

2. The procuring entity has the right to acknowledge the bidding procedure as such that has never
taken place if:

the price of the most advantageous bid exceeds the one envisaged by the procuring entity to fund
the procurement;

the procurement no longer meets government needs as a result of occurrence of unpredictable
objective circumstances (acts of God).

3. Notification of the cancellation of the bidding procedure as well as acknowledgement of the
bidding procedure as such that has never taken place shall be forwarded by the procuring entity to all
the bidders within three calendar days after making the corresponding decision.

Article 30 Acceptance of the bid and signing procurement agreement

1. The procuring entity shall accept the bid that has been defined the most economically
advantageous one based upon the results of the evaluation.

2. Within three calendar days following the date of the acceptance the procuring entity shall send
a notification of the acceptance of the bid that has not expired to the winner, and all the bidders shall
receive a written notification of the results of the bidding procedure specifying the name and location
of the winning bidder whose bid has been recognized the most economically advantageous one as per
evaluation results.

The procuring entity shall sign a procurement agreement with the bidder whose bid has been
accepted in accordance with the requirements to the bidding documentation and accepted bid within
the period not earlier than five calendar days following the date of sending a written notification to all
the bidders about their results, but not later that within 30 calendar days of the date of acceptance.

3. In the event of the bidding winner’s refusal to sign a procurement agreement in accordance
with the requirements of the bidding documentation the procuring entity shall re-determine the most
economically advantageous bid from the bids that have not yet expired.

Article 31 Informing the bidders of the results of the bidding procedure

1. Announcement of the results of the bidding procedure shall be published in accordance with
Article 10 of this Law within seven calendar days after signing a procurement agreement or after
making a decision on cancellation of the bidding procedure or acknowledgement of the bidding
procedure as such that has never taken place.

2. The announcement of the results of the bidding procedure shall include the following
information:

name and location of the procuring entity;

web-site where additional information of the procuring entity about the procurement procedure
was placed;

kind, number and place of delivery of goods or kind and place of carrying out work or providing
services;

date of the procurement announcement publication (announcement of the previous qualification);
date of acceptance of the bid recognized as the most economically advantageous one;
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date of signing a procurement agreement:

the date of making a decision about canceling the bidding procedure or acknowledging the
bidding such that has never taken place (if such a decision was made by the procuring entity), and their
reason;

price under the procurement agreement;
full name of the winner of the bidding procedure.

Chapter V

TWO-STAGE BIDDING PROCEDURE

Article 32 Terms of application and execution of a two-stage bidding procedure

1. A two-stage bidding procedure can be applied under the following conditions:

the procuring entity can not draw up a specific list of goods (work) or indicate the kind of the
services as well as in the event that to make the best decision on the procurement it is necessary to hold
preliminary negotiations with the bidders;

the subject of the procurement is carrying out scientific research, experiments or development,
research and engineering work, provision of consulting and other specific services.

Article 33. Two-stage bidding procedure

1. Two-stage bidding shall be carried out according to the procedure envisaged for the open
bidding procedure with due account taken of the peculiarities envisaged by this Chapter.

2. Two-stage bidding shall be carried out in two stages:

at the first stage all the bidders are offered to submit preliminary bids without price specification.
In this case tender documentation can include only the bids with regard to technical, quality and other
characteristics of the subject of procurement, the terms of supplies, confirmation of professional and
technical competence of the participants and their compliance with qualification requirements. The
bidders shall submit their preliminary bids within a period not less than 21 calendar days of from the
date of publication of the announcement of the two-stage bidding.

The customer is entitled to hold negotiations with any of the participants during the
consideration of preliminary tender offers. After the receipt of the preliminary offers the customer is
entitled to amend tender documentation on the subject of technical requirements and the requirements
to the quality of the procurement subject or offer new characteristics and criteria of evaluation of the
offers under this Law. The customer shall inform all the participants about the change of conditions of
the tender documentation during his provision of invitations to the second stage of the bidding process;

at the second stage the customer offers the participants, whose preliminary tender offers have not
been rejected at the first stage, to submit their final tender offers with price specification. The tender
offers shall be submitted within a period not less than 11 calendar days from the date of the
notification of the bidder of the results of the first stage.

3. The bidders whose preliminary bids have not been rejected at the first stage shall submit a bid
security upon request of the procuring entity for participation in the second stage.

Chapter VI
PROCEDURE FOR REQUEST OF PRICE OFFERS (QUOTATIONS)
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Article 34. Terms of application and execution of the procedure for request of price
offers

1. The customer can carry out procurement by way of application of such procedure for request
of price offers with regard to products and services, which enjoy secular market, provided that their
value does not exceed UAH 200 thousand.

Article 35. Procedure for carrying out requests of price offers

1. To receive price offers the procuring entity shall send a request to not less than three bidders
and publish the request (at the date of sending thereof) according to Article 10 hereof.

2. The request shall include:
the name and location of the customer;

the description of the subject of the procurement or its parts (if the customer envisages
submission of the price offers with regard to particular parts) including their necessary technical and
other characteristics;

the website where additional information of the procuring entity about the procurement has been
placed (if appropriate);

period of delivery of goods and provision of services;
place and period of submission of price offers;

place and date of disclosure of price offers;

principal conditions of the procurement agreement.

The request must contain information whether the price includes costs pertaining to
transportation, insurance, payment of taxes and duties (mandatory payments).

3. Each bidder has a right for submission of only one price proposition (quotation), which shall
not be subject to further changes. The offer shall be submitted in a sealed enveloped or other form
envisaged by the customer, within the period envisaged by the latter.

4. Price offers shall be disclosed at the time established by the procuring entity. All the bidders
who have submitted their offers shall be invited to participate in the procedure of disclosing price
offers.

During the disclosure of price offers relevant minutes shall be drawn up in the form established
by the Authorized body.

A copy of the minutes of the disclosure of price offers shall be provided to any of the
participants upon their request within one calendar day from the day of receipt of such a request.

5. The procuring entity accepts the price offer and signs a procurement agreement with the
bidder who has submitted the offer, which meets the requirements of the procuring entity and has the
lowest price within the period not less than 3 calendar days from the date of sending a written
notification of the results of the procedure to all the participants, but not later than 14 calendar days
from the date of identification of the winner.

6. The procuring entity rejects price offers in the event that they do not meet requirements of the
procuring entity specified in the request, on the grounds mentioned in Article 18 of the Law.

7. The procuring entity acknowledges the procedure for request of price offers as such that has
never taken place in the event of:

receipt of less than three offers;
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rejection of all the offers;

excess of the lowest price offer of the amount envisaged by the customer to fund the
procurement.

8. Notification of the results of the request for price offers shall be published according to the
procedure envisaged for the open bidding.

Chapter VII
RESTRICTED BIDDING PROCEDURE

Article 36. The terms of application and execution of the restricted bidding procedure

1. The restricted bidding procedure shall be applied in the event that the goods, work or services
are of complicated or specialized nature and can be offered by a limited number of participants.

Article 37. Carrying out the restricted bidding procedure

1. The restricted bidding procedure shall be subject to the procedure envisaged for the open
bidding with due account taken of any specific features determined in the Chapter.

The procuring entity shall invite all bidders who may offer relevant goods, works or services to
participate in the restricted bidding procedure.

2. Before applying the restricted bidding procedure the procuring entity may conduct preliminary
qualification. In the event of preliminary qualification any and all bidders who have been so qualified
shall be admitted to the restricted bidding procedure. Information about the preliminary qualification
of bidders must be published by the procuring entity according to Article 10 hereof.

3. The announcement about preliminary qualification of bidders must include the following
information:

name and location of the customer;

website where additional information of the procuring entity about the procurement has been
placed (if applicable);

name, quantity of goods and place of delivery, type of works and place of their execution or the
type of services and the place of their provision;

period of delivery of goods, execution of works, and provision of services;
methods and place of receipt of qualification documents;

place and submission period for qualification offers;

place and ate of disclosure of qualification offers.

4. Qualification documentation shall include:

1) guidelines re: preparation and submission of qualification offers;

2) qualification requirements to the bidder and a list of documents confirming information of
bidders about their compliance with such requirements;

3) criteria and procedure for evaluation of compliance with qualification requirements;

4) information about required technical and qualitative characteristics of the procurement object,
including relevant technical specification (plans, charts, drawings or descriptions of the procurement
object if required). Technical specification, plans, charts, drawings or descriptions of the procurement
object required by the procuring entity shall not contain references to a specific trade mark or firm,
patent, construction or type of the object of procurement, source of its origin or producer;
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5) quantity and place of delivery of goods;
6) place of executing works or rendering services;
7) period of delivery of goods, execution of works, and provision of services;
8) information about the language (languages) in which qualification offers must be made in;
9) method, place and deadline for submission of qualification offers;
10)procedure for providing clarifications with regard to qualification documents;
11) place, date and time of disclosure of qualification offers;

12) fist, middle and last name, position and address of one or several officials or other employees
of the procuring entity authorized to communicate with bidders.

Qualification documents may also contain other information that the procuring entity deems
appropriate for inclusion.

5. The period for submitting qualification offers may not be less than 15 calendar days following
publication of the announcement about preliminary qualification.

The customer selects bidders for further participation in the restricted participation procurement
solely based on their compliance with the requirements stipulated in the qualification documentation
within 14 calendar days from the date of disclosure of qualification offers.

6. Qualification offers of the bidders shall be disclosed on the day of expiry of the period for
submission thereof at the time and at the place mentioned in the announcement about preliminary
qualification. The procuring entity shall allow any bidders who have submitted qualification offers or
their authorized representatives to participate in the disclosure of qualification offers. During
disclosure of qualification offers the procuring entity shall check and announce the presence of all
required documents envisaged by qualification documentation with regard to their preparation and
correct execution, as well as announce the name and address of each bidder. During the disclosure of
qualification offers relevant minutes shall be taken in the form determined by the Authorized body
whose copy shall be forwarded to any and all bidders upon their request within three calendar days
following receipt of a relevant request from the bidder.

7. In the event of carrying out preliminary qualification the procuring entity shall inform each
bidder about the results of the preliminary qualification within five calendar days after its completion.

Only those bidders who have been selected upon the results of the preliminary qualification of
the participants shall be invited for further participation in the bidding procedure. The period for
submission of bids after preliminary qualification of bidders shall be not less than 10 calendar days
from the date of forwarding a notification of its results

Article 38. Peculiarities of application of the restricted bidding procedure

1. For participation in the restricted bidding procedure (specifically as per results of conducted
preliminary qualification) the procuring entity shall invite the number of persons that will secure the
selection of the most commercially reasonable offer and competition, however not less than two. The
invitation containing the information envisaged by Article 21 of the Law shall be forwarded to the
persons indicted in this part in writing.

2. The invitation to participate in the restricted bidding procedure shall be published on the
official website of the Authorized body within three calendar days after it has been sent. Publication of
the invitation shall not be deemed invitation to participate in the restricted bidding procedure for an
undefined pool of persons.

3. In the event of restricted bidding procedure only the persons invited by the procuring entity for
participation in the procurement procedure according to the procedure envisaged by part one of this
Article shall have the right to submit bids. The period for submission of bids may not be les than 15
calendar days following the date mentioned in the invitation (in the event of applying restricted
bidding procedure following preliminary qualification of bidders -10 calendar days).
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4. The restricted bidding procedure for procurement of goods, works and services shall
be applied by the procuring entity after its application has been approved by the Authorized body
(except in the event of preliminary qualification of bidders).

Chapter VIII
SINGLE SOURCE PROCUREMENT PROCEDURES

Article 39. Terms of application of the single source procurement procedure

1. Single source procurement is a procedure according to which the procuring entity enters into a
procurement agreement with the bidder after relevant negotiations with the latter.

2. Single source procurement shall be applied by the procuring entity after it has been approved
by the Authorized body in the event of:

1) procurement of works of art or procurement related to protection of rights of intellectual
property and execution of a procurement agreement with the winner of architecture or art contest;

2) lack of competition (as well as due to technical reasons) for the goods, work or services that
can be delivered, carried out or provided by a particular bidder only, and there is no option in this case.

3) need for carrying out additional construction works not included into the original project, the
value of which does not exceed 50 percent of the primary agreement, but which due to acts of God
became necessary for execution of the project, provided that the agreement will be signed with the
performer of these works and these works are technically or economically linked to the primary
agreement;

4) needs for additional deliveries by the primary bidder (not over 50 percent of the value
specified in the primary agreement), intended for partial replacement or increase of deliveries, when
any changes made by the bidder may lead to procurement of goods or services which do not meet the
requirements of interchange.

5) occurrence of an urgent need for procurement due to specific economic or social, legal, other
circumstances, which the procuring entity could not foresee;

6) procurement of services in the official delegation halls for government, parliamentary,
diplomatic delegations and officials of state bodies.

Chapter IX
PROCUREMENT AGREEMENT

Article 40. Basic requirements to the procurement agreement

1. The procurement agreement shall be concluded in writing according to the provisions of the
Civil Code of Ukraine and the Commercial Code of Ukraine.

A sample procurement agreement shall be approved by the Authorized body.

2. The procurement agreement may be prolonged for the period sufficient for conducting
procurement at the beginning of the following year for the amount not exceeding 15 per cent of the
value determined in the agreement concluded in the preceding year if funds have been approved for the
purpose according to the established procedure. Terms and conditions of the procurement agreement
may be amended exclusively according to the procedure established by the authorized body.

3. The procuring entity has the right to envisage prepayment in the procurement agreement
according to the requirements of budget legislation at the expense of the funds of the State Budget of
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Ukraine, the budget of the Autonomous Republic  of the Crimea and local budgets. In the event of
procurement at the expense of other government funds the procuring entity may introduce terms and
conditions to the procurement agreement pertaining to prepayment according to the Civil Code of
Ukraine and the Commercial Code of Ukraine.

Article 41. Essential terms of the procurement agreement

1. Essential terms of the procurement agreement are as follows:

the object of procurement (name (nomenclature, range); quantity of goods, works, and services,
as well as quality requirements);

payment procedure;

contractual price;

period of validity of the agreement;
rights and obligations of the parties;

specification of the condition concerning the possibility to reduce procurement volumes
conditional upon actual funding of the expenses;

responsibility of the parties;
other terms and conditions which the parties must agree upon request of one of the parties.

If the parties fail to reach agreement about all essential terms and conditions, the procurement
agreement shall be deemed as such that has not been concluded. If one of the parties has taken actions
to implement the agreement, legal consequences of such actions shall be determined according to the
Civil Code of Ukraine.

Article 42. Payment under the procurement agreement

1. During the settlement of payment under procurement agreements, the State Treasury of
Ukraine (servicing bank) inspects the availability of:

A report about results of the procurement procedure;

A copy of the announcement about the planned procurement procedure (request for price offers)
and of the announcement about results of the procurement procedure;

The decision about approving application of the restricted participation procedure and single
source procurement procedure according to this Law.

2. The State Treasury of Ukraine (servicing bank) does not have the right to effect payments
from the account of the procuring entity according to the undertaken financial obligation under the
procurement agreement if the procurement procedure results have been recognized according to the
established procedure as invalid. Information about such events the State Treasury of Ukraine
(servicing bank) shall forward within two business days to the Authorized body, and law enforcing
bodies.

Article 43. Termination of the procurement agreement and invalidation thereof

1. In the event that the bidder-winner of the procurement procedure refuses to perform the
procurement agreement, the procuring entity has the right to unilaterally terminate the agreement and
carry out another procurement procedure.

In this event the period of validity of the agreement shall be terminated.

2. The procurement agreement shall be null and void if it has been concluded during the period
of termination of the procurement procedure in relation to a claim submitted.



27

Article 44. Procedure for provision of information about signed procurement
agreements

1. Information about signed procurement agreements shall be submitted upon the request of the
Authorized body or the general procuring entity (in the event that the procurement was carried out on
the coordination basis) by submission of a copy of the concluded procurement agreement certified by
the procuring entity.

2. A copy of the concluded procurement agreement shall be submitted within the period
stipulated by the Authorized body or the general procuring entity.

Article 45. Procedure for submission and consideration of complaints

1. Before signing a procurement agreement the bidder shall submit a complaint on the subject of
the procuring entity’s violation of the procurement procedure or decisions made, actions or lack of
actions to the procuring entity or the authorized body. If the claim has been submitted the authorized
body shall inform the procuring entity thereof within three business days upon receipt of such claim.

2. According to the first part of this Article the procuring entity or the authorized body brings
the procurement procedure to a halt for the period, which can not exceed 15 business days from the
date of its receipt by the procuring entity of the authorized body and the State Treasury of Ukraine
(servicing bank) will be informed thereof within one business day. After expiry of the mentioned
period the procuring entity has the right to prolong the relevant procurement procedure unless the
authorized body has made a decision within the established period about invalidation of the results of
the procurement procedure.

3. The procuring entity or the authorized body shall inform the bidder who submitted the claim,
the bidder — winner of the procurement procedure, and the procuring entity of the content of the claim,
time and place of review of the claim not later than three business days after receipt of the claim.
During review of the claim the said persons have the right to participate in the review process.

4. Within 15 business days following receipt of the claim the procuring entity or the authorized
body shall make a well-grounded decision specifying the following:

in the event that the complaint was not settled, — the reasons for making such a decision;

in the event that the complaint was settled fully or partially, - measures that will be taken to settle
the conflict, obligations of the procuring entity to eliminate violations of the procurement procedure.

In the event that the complaint is considered by the procuring entity, the decision about review of
the complain shall be sent to the authorized body within a three business day period from the date it
was made.

5. In the event that submission of the claim by the bidder leads to detection of any violations of
the established procedure for government procurement that affect objectiveness of determining the
winner of the procurement procedure or lead to discrimination of bidders, the authorized body has the
right to invalidate results of such procurement procedure and to oblige the procuring entity to start a
new procurement procedure.

The Decision of the authorized body made according to this Article is binding for both the
procuring entity and the bidders.

6. The authorized body or the procuring entity shall send a copy of the decision following review
of the complaint to the bidder, who has submitted the complaint, the procuring entity and the State
Treasury of Ukraine (servicing bank) within five business days from the date it was made.

7. After receipt of the decision based upon review of the claim the State Treasury of Ukraine
(servicing bank) shall effect the following expenditures:
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If results of the procurement procedure has been invalidated and the procuring entity has
been obliged to conduct new procurement procedure — settlement of relevant payments from the
account of the procuring entity according to the undertaken financial obligations shall continue after
submission by the procuring entity of documents confirming results of a new conducted procurement
procedure;

If the decision of the authorized body does not envisage invalidation of the results of the
procurement procedure and does not oblige the procuring entity to conduct a new procurement
procedure, - settlement of relevant payments from the account of the procuring entity according to the
undertaken financial obligations shall continue according to the documents confirming results of the
conducted procurement procedure.

8. The limitation period with regard to the dispute of the decision of the procuring entity or the
authorized body made upon the result of the complaint consideration, shall constitute 30 calendar days
from the date such a decision was made.

9. The bidder has the right to appeal against the decision, actions or inactivity of the procuring
entity in court according to the established procedure.

Article 46. Responsibility of the parties for violation of the requirements of this Law

1. For the violation of the requirements stipulate by this Law and regulatory norms elaborated
according to the provisions hereof, the officials of the procuring entities, bidders, members of the
bidding committee face criminal, administrative and civil charges under the Law.

Chapter XI
FINAL PROVISIONS
1. This Law comes in force within a month of the date of its publication.

2. The procurement procedures, started before this Law has come into force, shall be carried
out according to the procedure stipulated before this Law has come into force.

3. Within a two-month period of the date this Law comes into force the Cabinet of Ministers of
Ukraine shall:

Harmonize its normative and legal acts with requirement of this Law;

Ensure harmonization of relevant normative and legal acts by ministries and other central
executive authorities with the Law;

Ensure adoption of regulatory norms necessary for implementation of provisions hereof.

4. Before other normative and legal acts have been harmonized with requirements of the Law,
they remain in force, partially or entirely, to the extent that this is in line with this Law.

5. Amend the following legislation of Ukraine:

1) in paragraph 1 of part one of Article 255 of the Code of Ukraine on Administrative Violations
(Vidomosti Verkhovnoyi Rady URSR, 1984, Annex to No. 51, p. 1122) numbers “164**” shall be
deleted in the following paragraphs:

“bodies of the Antimonopoly Committee of Ukraine (Articles 164° 164
166*—166%)";

“the Accounting Chamber (Articles 164, 164, 188%)":

The paragraph will be supplemented as follows:

“specially authorized body in the sphere of government procurement (Article 164%):”;

2) part five of Article 4 of the Commercial Code of Procedure of Ukraine (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1992., No. 6, p. 56; 1997, No. 25, p. 171; 2001, No. 36, p. 188; 2007,
No. 9, p. 67) shall be deleted:;
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3) part seven of Article 8 of the Civil Code of Procedure of Ukraine (Vidomosti Verkhovnoyi
Rady Ukrayiny, 2004, No. 40 — 42, p. 492; 2007, No. 9, p. 67) shall be deleted;

4) paragraph two of part two of Article 5 of the Code of Administrative Legal Proceedings of
Ukraine (Vidomosti Verkhovnoyi Rady Ukrayiny, 2005, No. 35— 37, p. 446; 2007, No. 9, p. 67) shall
be deleted;

5) in the law of Ukraine “On the State Control and Revision Office of Ukraine” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1993, No. 13, p. 110; 2006, No. 18, p. 117; 2007, No. 9, p. 67) the
following shall be deleted:

in Article 2:

part eight;

in part nine the words “both according to the procedure for inspecting government procurement
and”;

paragraph 8 of part one of Article 8;

6) in the Law of Ukraine “On the Antimonopoly Committee of Ukraine” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1993, No. 50, p. 472; 2000, No. 41, p. 343; 2004, Ne 13, p. 181; 2006 ,
Ne 14, p. 118; 2007, Ne 9, p. 67) the following shall be deleted:

In part one of Article 1 the words “and in the sphere of government procurement”;

Paragraph 17* of part one of Article 7;

In paragraph 18 of part one and paragraph 19 of part three of Article 7, paragraph 20 of part one
of Article 16, paragraph 20 of part one of Article 17 the words “and the Law of Ukraine “On
Government Procurement of Goods, Works, and Services”;

7) paragraph two of part two of Article 15 of the Law of Ukraine “On Education” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1996., Ne 21, p. 84; 2007, Ne 9, p. 67) shall be deleted:;

8) paragraph 13 of Article 6 of the Law of Ukraine “On the Accounting Chamber” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1996., Ne 43, p. 212; 1998., Ne 24, p. 137; 2006., Ne 14, p. 118) shall be
deleted,

9) paragraph four of Article 2 of the Law of Ukraine “On Licensing Certain Types of
Commercial Activities” (Vidomosti Verkhovnoyi Rady Ukrayiny, 2000, Ne 36, p. 299; 2001, Ne 11, p.
45; 2002, Ne 1, p. 1, Ne 20, p. 134; 2004., Ne 12, p. 155; 2005, Ne 42, p. 465; 2006, Ne 18, p. 155;
2007., Ne 9, p. 67, Ne 10, p. 89, Ne 34, p. 444) shall be deleted:;

10) paragraph 30 of part one of Article 16 of the Law of Ukraine “On the State Service of

Special Communication and Information Protection of Ukraine” (Vidomosti Verkhovnoyi Rady
Ukrayiny, 2006., Ne 30, p. 258) shall be deleted.
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This Law establishes the general legal and economic principles for procurement of goods, works,
and services with state funds.

The goal of this Law is creation of a competitive environment in the sphere of government
procurement, prevention of corrupt practices in this sphere, ensuring rational and effective use of state
funds.

Chapter 1
GENERAL PROVISIONS
Article 1. Definition of fundamental terms
1. In this Law, the terms presented below are applied with the following meanings:
1) Acceptance of a bid — adoption by the procuring entity of a bid that is determined to be the

obligations to pay for a procurement object or a part thereof (lot) according to that proposal. A bid is
considered to be accepted, if the procuring entity gives the bidder a written confirmation of the
acceptance of the bid in the time period established by this Law;

2) alternative bid — a proposal that may be submitted by the bidder to the procuring entity in
addition as part of the bid if this is provided for by the tender documentation and which, in accordance
with the terms, is distinguished from the proposal that is developed according to the conditions
provided for by the tender documentation;

3) general procuring entity — the state power authority, enterprise, institution or organization
defined accordingly by the Cabinet of Ministers of Ukraine, Council of Ministers of the Autonomous
Republic of Crimea, or local executive self-governance authorities responsible for organization and
conduction of procurement procedures on the basis of coordination according to this Law;

4) government procurement (hereinafter referred to as “procurement”) — acquisition by a
procuring entity of goods, works, and services with state funds in a procedure that is established by
this Law.

5) state funds — funds of the State Budget of Ukraine, Budget of the Autonomous Republic of
Crimea and local budgets, state credit resources, funds of the National Bank of Ukraine, state allocated
funds, the Pension Fund of Ukraine, mandatory state social insurance funds, unemployment insurance
funds, mandatory state social insurance funds in the event of temporary working disability and birth
and burial expenses, the funds envisaged by the Law of Ukraine “On Mandatory State Social Insurance
Against Accidents at a Work Place and Occupational Diseases Which Result in Working Disability”,
the funds of the institutions or organizations established by the state authorities, the Autonomous
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Republic of Crimea authorities or local authorities in the established procedure, humanitarian aid in
money terms, funds of enterprises;

6) procurement contract — a contract that is concluded between the procuring entity and the
bidder based on the results of a procurement procedure and provides for provision of services,
execution of works, or acquisition of ownership rights for goods with state funds;

7) electronic government procurement — use of information technologies and Internet network in-

relations that arise in the process of government procurement between the procuring entity and the
supplier of goods, works and services for public funds, according to the present Law;

8) guarantee of execution of a procurement contract — provision of the procuring entity by the
bidder with guarantees of execution of obligations by the bidder including such kinds of guarantees as
collaterals, warranties, pledges and security deposits;

9) guarantee of a bid (hereinafter referred to as a “bid security”) — provision of the procuring
entity by the bidder with a guarantee of execution of the obligations of the bidder in connection with
submission of a bid including such kinds of guarantees as collaterals, warranties, pledges and security
deposits;;

10) procurement on the basis of coordination — execution of a procurement procedure by the
general procuring entity who acts in the interests of the procuring entities in a procedure determined by
this Law;

11) procuring entities — managers of state funds that perform procurement in the procedure
determined by this Law;

12) qualification documentation — documentation that is developed by the procuring entity and
transferred to the bidders_of preliminary qualification for preparation of qualification proposals when
conducting preliminary qualification of bidders;

13) qualification proposal — a proposal that is submitted to the procuring entity by the
bidder/participant in the preliminary qualification according to the requirements of qualification
documentation;

14) winner of the procurement process — the bidder whose bid is accepted;

15) enterprises — state enterprises as well as government ones, utility enterprises and business
companies with authorized stock in which the state or utility enterprise owns over 50% of shares, their
daughter companies as well as the enterprises, business companies with authorized stock where over
50% of shares is owned by the state as well as government enterprises, and also to the government
enterprises, utility enterprises and business companies with authorized stock where municipal share
makes up over 50%;

16) connected individual — an individual that conforms to any of the characteristics presented
below:

A legal entity that performs supervision of a bidder or supervises said bidder, or remains under
joint supervision with said bidder;

An individual or member of their family that performs supervision of the bidder;

A state official of the bidder who is authorized to perform legal acts in the name of the bidder
that are directed at establishment, amendment, or suspension of civil-legal relations, as well as the
family members of said state official;

When performing supervision in this Law, one should understand direct possession or possession
through connected individuals or legal entities of the largest share (stake, package of shares) of the
statutory capital of the bidder, or management of the largest number of votes in a leading authority of
said bidder, or possession of a share (stake, package of shares), that is no less than 20 percent of the
statutory capital of the bidder. For an individual, the total sum of possession of a share of the statutory
capital of a bidder (votes in a leading authority) is defined as the total sum of corporate rights that
belong to said individual, a family member of said individual and legal entities that are supervised by
said individual or a member of their family.
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For the purposes of this Law, spouses and their children, parents, brothers, sisters, and
grandchildren as well as the spouses of children, parents, brothers, sisters, and grandchildren are
considered to be family members.

17) services — any procurement other than goods and works, including preparation of specialists,
provision of means of transport and communications, mastering technologies, research surveys,
medical and communal services, routine repairs, and consultation services. Consultation services
include services connected with consulting, expertise, assessment, and preparation of conclusions and
recommendations;

18) procurement object — goods, works, and services that are procured by a procuring entity in
the framework of a uniform procurement procedure, in which the bidders are allowed to submit bids_or

proposals at negotiations should the single-source procurement procedure be applied, the procurement

object is defined as the procuring entity in a procedure established by a specially authorized executive
power authority. The number of bids for one procurement object cannot be less than two;

19) works — design, new construction of, expansion, reconstruction, major repairs, and
restoration of objects and facilities for manufacturing and non-manufacturing purposes, geological
surveys, technical re-equipment of existing enterprises, as well as accompanying works in services,
including geodesic works, drilling, seismic surveys, aero- and satellite photography and other services
that are included in the estimated cost of works, if the cost of executing such works does not exceed
the cost of the works themselves;

20) manager of state funds — state power authorities, power authorities of the Autonomous
Republic of Crimea, local self-governance authorities, other authorities, institutions, and organizations
stipulated by the Constitution and other legislative acts of Ukraine, as well as enterprises, institutions, ,
or organizations that are created in the established procedure by state power authorities, power
authorities of the Autonomous Republic of Crimea or local self-governance authorities and authorized
to receive state funds, and obligations and performance of payments connected thereto as well as
enterprises;

21) term of validity of a bid — the period established by the procuring entity over the course of
which the bidder does not have the right to amend their bid,;
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22) tender documentation — documentation that the procuring entity draws up submits to persons - - - Deleted: the )

free of charge_in response to their request for preparation thereby of bids regarding the procurement
object or its part;

23) bid — proposal regarding the certain procurement object or part thereof (lot) that is prepared
submitted py a person that has confirmed their intention to participate in the procurement procedure to

24) tender committee — a group of specialists designated by the procuring entity (general
procuring entity) as responsible for conducting the procurement procedure in accordance with this
Law;

25) auctions (tenders) — performance of a competitive selection of bidders with the goal of
determining the winner of the auctions (tenders) in accordance with procedures (with the exception of
the procurement procedure for one bidder) established by this Law;

26) goods — products, objects of any type and purpose, including raw materials, manufactured
goods, installations, technology, objects in a solid, liquid, or gas form, including electric energy, as
well as services connected with delivery of goods if cost of such services does not exceed the cost of
the goods themselves;

27) authorized body — the Ministry of Economy of Ukraine, which is given the function of g --

28) bidder in the procurement procedure (hereinafter referred to as the “bidder”) — an individual, .

including an individual who is a subject of entrepreneurial activity, a legal entity (resident or non-
resident) that has confirmed intent to participate in procurement procedures and has submitted a bid or
a qualification proposal;
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29) participant of the preliminary gqualification — natural person, including sole
proprietor, legal entity (resident or non-resident), that have confirmed their intention to participate in
the preliminary qualification procedure and have submitted their qualification proposal;

30) section of the procurement object (lot) — a share of goods, works, or services determined by
the procuring entity (according to volume, nomenclature, or the location of supply of goods, execution
of work, provision of services) for which in the bounds of a uniform procurement procedure the
bidders are allowed to submit bids. The number of bids for each individual share of the procurement
object cannot be less than two.

Acrticle 2. Sphere of Application of the Law

1. This Law is applied to procurement of all goods, work, and services that are fully or partially
performed using state funds, according to conditions that the cost of the object of procurement of a
good (goods), service (services) is equal to or exceeds 100 thousand UAH, or 300 thousand UAH in
the case of works, (500 thousand UAH in the case of performance of the procurement_of goods, works
and serviced with the funds of the enterprises).

funds may be established or amended only by this law and only in events foreseen by this Law.

Particularities of procurement of goods, works, and services related to the execution of the state
defense order in the area of production of arms and special devices, as well as procurement of goods,
works, and services performed by the enterprises of the defense industry complex may be stipulated by
the Cabinet of Ministers of Ukraine.

3. The effect of this Law does not extend in the event that the procurement object is:

1) goods, works and services assigned for preparation and hold of the snap election of the
People’s Deputies of Ukraine;

2) forms for securities, strict reporting documents;
3) state awards of Ukraine;
4) documents regarding education in the state system;

5) protected dyes, papers and other materials that are used for preparing forms for securities,
strict reporting documents in accordance with their protection scheme;

6) publishing products that are purchased directly by libraries;
7) leasing state and communal property;

8) services that are procured by state banks while their executing bank transactions in accordance
with the Law of Ukraine “On Banks and Bank Activities”

9) banking services for receiving communal payments, checking account services, and cash
processing services;

10) services in the sphere of air transport for official state delegations;

11) administrative services that are provided exclusively by the state authorities in accordance
with the Law;

12) railroad transport services;
13) natural gas and services in the sphere of its transport, distribution and supply;
14) postal services, postage stamps, and stamped envelopes;

15) prosthetic-orthopedic goods; orthopedic shoes, means of conveyance prepared exclusively
according to individual orders by disabled persons, including added features thereof; and services in
repair of such means; prosthetic-orthopedic services;

16) works of descriptive art: paintings, graphics, sculptures, as well as works of decorative-
applied and folk art for replenishment of the State Museum Fund of Ukraine;
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17) telecommunications services, including those in the sphere of relaying radio and television
signals (with the exception of mobile communication services and services of Internet providers);

18) goods and services connected with design development, preparation of protected papers,
banknotes, and coins, their storage, transport and record,;

19) goods, works, and services, procurement of which is performed by procuring entities located
outside the borders of Ukraine;

20) goods and services that are acquired for direct performance of out-of-town tours of creative
groups and performers;

21) goods and services that are procured directly for ensuring preparation of national teams of

movements, and high-level sports;

22) goods, works, and services that are procured by authorities, institutions, educational
institutions, and enterprises in the criminal executive system from enterprises of the criminal executive
system;

23) centralized water supplies, water drainage, and servicing sewer systems;
24) electric power, its transmission and distribution;

25) centralized supply of heat energy;

26) atomic fuel, unirradiated fuel elements for nuclear reactors;

27) legal services for ensuring protection of rights and interests of Ukraine during review of
cases by authorities in foreign jurisdictions;

28) goods and services assigned exclusively for ensuring execution of the events and formal
receptions with participation of the President of Ukraine, the Head of the Verkhovna Rada of Ukraine
and members of the Cabinet of Ministers of Ukraine;

29) services to ensure fire prevention of the objects provided by the State fire prevention units;

30) goods, works and services assigned for provision by Ukraine humanitarian aid to other
countries;

31) goods, works and services, which due to their special purpose constitute the state secret;

32) goods, works and services needed for the liquidation of the aftereffects of emergencies of
anthropogenic and natural character;

33) fuel for the vehicles that is purchased at retail directly at filling stations;

34) goods and services needed to carry out state borrowings, maintenance and repayment of the
state debt;

4. In case the procurement object is food manufacturing products, medicinal remedies and
goods for medical purposes, fuel, services in the sphere of catering, transportation services, or repair
services, during the period of performing the procurement procedure, the procuring entity has the right
to current needs to perform procurement of a necessary procurement object without application of the
the total anticipated cost of the procurement object, about which they will notify the Authorized Body
within 3 calendar days.

The provisions envisioned in Paragraph 1, Part 4 of this Article are not applied during
conduction of the upcoming procedure of procuring this specific procurement object by the procuring
entity.

Acrticle 3. The Principles of government procurement
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1. Procurement is based upon the following principles:

maximum cost-efficiency and effectiveness;

fair competition among bidders;

openness and transparency at all stages of government procurement procedure;
non-discrimination of bidders;

objective and impartial evaluation of bid;

prevention of corrupt practices and abuse.

Article 4. Procedure for procurement planning

1. Procurement is carried out in accordance with the annual procurement plan subject to approval
and publication by the procuring entity no later than thirty days after approving the estimated finance
plan (plan for funds allocation, plan for budget (public) funds expenditures). The annual procurement
plan shall be sent to the Authorized Body compliant with the terms and procedures set forth by said
Authorized Body.

2. No procuring entity shall be entitled to split the procurement in parts seeking to avoid the
execution of the procurement procedure.

Article 5. Non-discrimination of bidders

1. National and foreign bidders shall participate in the government procurement procedures on
the pari pasu basis.

2. Procuring entities and the Authorized Body shall ensure equal access for all bidders to
government procurement information, as defined by this Law.

3. Procuring entity may not establish discriminatory requirements for bidders.

Avrticle 6. Ukraine’s international obligations in the sphere of government procurement

1. In case an international treaty to the obligatoriness of which Ukraine has acceded upon the
Verkhovna Rada prior consent sets forth a procurement procedure other than stipulated by this Law,
the provisions of an international treaty shall prevail.

2. Procurement of goods, works and services with loan and credit funds granted according to
the international treaties of Ukraine concluded in the established procedure:

the International Bank for Reconstruction and Development, the International Finance
Corporation, the Multilateral Investment Guarantee Agency, the International Development
Association, the European Bank for Reconstruction and Development, the European Investment Bank,
the Nordic Investment Bank shall be carried out according to the rules and procedures set forth by said
organizations;

STATE REGULATION IN THE SPHERE OF GOVERNMENT PROCUREMENT
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Article 7. State regulation in the sphere of government procurement

1. State regulation in the sphere of government procurement shall be carried out by the
Authorized Body and other authorities within their competence.

The Authorized Body is the Ministry of Economy of Ukraine.

3. The Authorized Body exercises control, supervision and coordination in the sphere of
government procurement within its competence, as set forth by this Law.

Other state authorities and law enforcement bodies shall exercise control over the activities of
procuring entities and bidders, and shall receive information from them within the competence defined
by the Constitution of Ukraine and the laws of Ukraine.

4. State Treasury of Ukraine:

checks the availability and compliance of the concluded procurement contract with the
report on the procurement procedure results and the annual procurement plan, as well as the
accuracy of their execution according to the Law;

takes measures to debar carrying out payments from the account of the procuring entity in
accordance with the financial obligation undertaken under the procurement contract in the event
of acknowledgement of the results of the procurement procedure as null or for the period of
suspension of the procurement procedure according to this Law.

5. The State Control and Revision Service carries out control over fulfillment by the
procuring entities the requirements of the Law in the sphere of government procurement
according to this Law and other laws of Ukraine, and cooperates with the state authorities in
order to prevent corrupt practices in the sphere of government procurement.

6. The State Committee of Statistics of Ukraine keeps record of the procurement by way of
collecting information on the procurement planned and the results of the procurement procedure
including the tenders that did not take place, and approves the forms of statistics records in the
sphere of the procurement.

7. The Antimonopoly Committee of Ukraine carries out control over compliance with the
Law on the protection of economic competition in the sphere of government procurement.

8.The Chamber of Accounts shall carry out control in the sphere of government

procurement within the scope of its competences established by the Constitution of Ukraine, the
Law of Ukraine “On the Chamber of Accounts”, this Law and other laws of Ukraine.

Article 8. The Authorized Body
1. The principal functions of the Authorized Body shall be the following:

1) to develop and approve normative and legal acts needed for the execution of this Law;

2) to maintain bookkeeping on procurement through collecting information about planned and
implemented procurement;

3) to interpret legislative provisions in the sphere of government procurement in the procedure
stipulated by the Authorized Body;

4) to nominate general contractors subject to the Cabinet of Ministers’ approval;

5) to summarize the practice of execution of government procurement including international
procurement;

6) to support international cooperation in the sphere of government procurement;

7) to cooperate with law enforcement bodies as it pertains to detecting violations in the sphere of
government procurement and, if explicitly required by the Law, to submit to law enforcement bodies
any and all materials related to detected violations;

- { Deleted:
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8) to cooperate with the Antimonopoly Committee of Ukraine as it pertains to detecting
violations in the sphere of economic competition related to government procurement procedures;

9) to approve the application of restricted bidding procedure and the procurement procedure

10) examination of complaints submitted by bidders before the procurement contract is
conducted, and making corresponding decision about them (complaints).

11) to cooperate with state authorities as it pertains to preventing corrupt practices in the sphere
of government procurement;

Standard tender documentation

Strategies for electronic government procurement

the form of:

- annual procurement plan;

- announcement on carrying out the procurement procedure and its results;

- the report on the results of the procurement procedure;

- the register of the bids received,;

- the minutes of the bids disclosure;

- the minutes of the bids evaluation;

the procedure for:

- defining the object of the procurement;

- carrying out control over compliance with the Law in the sphere of government procurement;

- approving of application of the bidding procedure with restricted participation and a sole-
proprietor procurement procedure;

- _examination of complaints, submitted by bidders before conclusion of the procurement
contract.

18) provision of interpretations regarding preparation of technical specifications.

1) to require from the procuring entities to submit a report on the results of a government
procurement procedure, as set froth by this Law;

2) to monitor bidders/procuring entities’ compliance with legislative provisions in the sphere of
government procurement;

3) should the listed bellow be detected during implementation of control measures to ensure
compliance with the government procurement legislation, the Authorized Body shall have the right to
make a decision to declare the procurement outcome not valid:

As a result of control, establishment of facts of violation of legislation that influenced the
objectivity in the process of selection of a winner in accordance with the proper procedure;
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During application of control, failure to provide by a state funds manager/ spending body
the required documents about carrying out a certain procurement procedure in the established time !
period;

The copy of the mentioned decision shall be sent by the Authorized Body to state funds
managers and the State Treasury of Ukraine (the operating bank) within a 5-days period from the day i
it was adopted. The State Treasury of Ukraine (operating bank) from the moment of receipt of a copy
of such decision of the Authorized Body about declaring the procurement outcome not valid, shall be
obliged not to make payments from the procuring entity’s accounts according to the procurement
contract, concluded based on the procurement procedure outcome, noted in the decision of the
Authorized Body;

4) to file administrative claims in case the legislation in the sphere of government procurement is
violated;

policy in the sphere of government procurement.

1. Both procuring entities and bidders of procurement procedures and the Authorized Body
shall foster the involvement of the general public in carrying out control in the sphere of
government procurement in accordance with the Laws of Ukraine “On Unions of Citizens”,
“On Appeals of Citizens” and “On Information”.

The Authorized Body, managers of state funds shall ensure a proper feedback to appeals of
citizens and public organizations and their unions.

Citizens and public organizations and their unions shall not interfere in the work of the
Authorized Body and the procedure of the procuring entity’s defining a winner of the tender.

4. Representatives of mass media can be present at bids disclosure procedures.

Chapter 111
GENERAL PROCUREMENT CONDITIONS

1. The procuring entity publishes procurement information_according to the established by this
Law procedure, in particular: |
annual procurement plan; |

planned procurement announcement (request for price proposals, invitation);
announcement about holding a preliminary qualification; |
minutes of opening bid (price) proposals; 3

minutes of bid proposals evaluation;
announcement about bid proposal acceptance; \

announcement about procurement procedure results;

1| Monitoring Committee the
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information pertaining to the review of complaint submitted according to this Law (on
receipt of complaint, decision concerning complaint review);

bidding documentation, amendments to it and explanations, except for cases when information in
bidding documentation cannot be disclosed under the law;

report on procurement procedure results;

announcement about procurement procedure cancellation (in case the procedure had been
announced).

2. Announcement about planned procurement (demand for price proposals, invitation) and
procurement procedure results shall be published in official government procurement newsletter free
of charge.

The information listed in part 1 of this article shall be published on web portal of Authorized
institution free of charge.

The information listed in part 1 of this article shall be published on web portal of Authorized
institution on the day of its publication in state official government procurement newsletter.

In case the information posted on web portal of Authorized institution contains data different
from those published in official government procurement newsletter, the information published in
official government procurement newsletter is considered to be authentic.

The information noted in part 1 of this article can be additionally published upon decision of the
procuring entity in other media, on websites of procuring entities, respective authorities, and local self-
governing bodies.

The procuring entity can also publish other information on procurement except for information
qualified as state secret.

3. The procurement procedure cannot be held before publication of announcement (demand for
price proposals, invitations) about it pursuant to paragraph two of part 2 of this article except for cases
when the procuring entity conducts procedures of restricted bidding and procurement from single
entity in accordance with this Law.

4. The announcements about planned procurement or holding preliminary qualification of

and on the web portal of Authorized institutions in one of the foreign languages used in international
trade in case the expected value of procurement object exceeds the sum equivalent to:

200 thousand euro, for goods;
300 thousand euro, for services;
500 thousand euro, for works.

The euro exchange rate is determined according to the official exchange rate of the National
Bank of Ukraine established for the day of sending planned procurement or preliminary qualification
announcement for publication.

5. The publication of information envisaged by part 1 of this article in the Internet is not
considered electronic procurement.

6. The access of users to the information published on web portal of the Authorized institution is
free of charge.

- [ Deleted: respective

o [ Deleted: s

- { Deleted: s

_ - [ Deleted: Commission or court

) \"\' [ Deleted:

{ Formatted: English (U.S.)

o ‘[ Deleted: 2

)
)
)
)
)




11

1. The tender committee is established by the procuring entity (general procuring entity) for
the organization and holding of procurement procedures.

The tender committee acts on collective nature basis with conflict of interest absent among the
tender committee members and their being unbiased.

2. The composition of tender committee and the provision of tender committee are approved by
the decision of procuring entity (general procuring entity). The tender committee cannot include
officials and bidders’ representatives, their family members and also people’s deputies of Ukraine and
deputies of village, town, city district, district and regional councils.

Tender committee consists of no less than five persons.

3. Experts and consultants involved in the work of tender committee on contract terms under the
legislation cannot be members of tender committee and are not responsible for the decisions, actions or
inaction of tender committee and officials of procuring entity, bidder or other persons, for performance
(non-performance) of procurement contracts and also for consequences caused by such decisions,
actions or inaction.

4. The work of tender committee is directed by its head. The head of the tender committee
organizes the work of the committee and is personally responsible for the committee fulfilling the
delegated functions.

Head, deputy head and secretary of the tender committee shall receive the document on
completing a training (enhancing qualification) in the procurement field according to the procedure
established by the Authorized institution.

5. The decision of the tender committee is documented in minutes signed by all committee
members who took part in voting.

Tender committee members are personally responsible for decisions made by them according to
the laws of Ukraine.

6. A typical provision on the tender committee is developed and approved by the Authorized

institution. { Deleted: 3
Article 12, Procurement procedures
1. Procurement can be held with the help of one of the following procedures:
Open bidding;
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Two-stage bidding;

Request for price proposals;
Restricted bidding;
Procurement from single entity.

2. The procuring entity has the right to carry out procurement according to one the procedures
listed in part 1 of this article (except for restricted bidding and procurement from single entity) by
conducting electronic procurement using an informational system in the Internet and adhering to
requirements established by this Law and other legal acts of Ukraine.
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1. Upon request of the Authorized institution the Cabinet of Ministers of Ukraine
approves the list of goods and services the procurement of which is conducted on coordination basis
for the funds from State budget of Ukraine and defines general procuring entity.

The Council of Ministers of the Autonomous Republic of the Crimea and executive bodies of
local councils approve the list of goods and services the procurement of which is conducted on
coordination basis for the funds from budget of the Autonomous Republic of the Crimea and local
budgets and define the general procuring entity.

The order of procurement on coordination basis is established by the Cabinet of Ministers of
Ukraine upon request of the Authorized institution.

2. The general procuring entity:

conducts the procurement procedure according to the requirements of this Law and determines
the successful bidder;

informs all interested procuring entities about procurement procedure results.

3. The procuring entity concludes a procurement agreement with the successful bidder
determined by general procuring entity, except for cases when goods or services do not meet the
requirements of the procuring entity due to their technical specifications, quality, supply conditions or
price. In such case the procuring entity has the right to refuse from accepting the bid proposal and
concluding a procurement contract having informed the general procuring entity about it and to
conduct a procurement procedure for such goods or services. The general procuring entity is informed
by procuring entities about conclusion of procurement contract or refusal to conclude it according to
the procedure established by the Authorized institution.

4. Having received notifications from procuring entities about concluding procurement contracts
or refusing to conclude them, the general procuring entity submits to Authorized institution and all
interested procuring entities a report on the procurement procedure results listing the names of all
procuring entities.

1. Submitting information during the procurement procedure is done in written form.

In case the procuring entity and bidders have submitted the information during procurement
procedure in another form than the written one, the content of such information shall be confirmed in
written form.

2. Submitting information during electronic procurement is done by the procuring entity and
bidders in the electronic form according to legislation requirements.

1. Bid (qualification) proposals are submitted in the language (languages) noted by the procuring
entity in bidding (qualification) documentation.

2. If the expected value of procurement object exceeds the sum equivalent to: 200 thousand euro,
for goods; 300 thousand euro, for services and 500 thousand euro, for works, the documents of
procuring entity on procurement procedure envisaged by this Law are put in Ukrainian and other
language used in international trade. The texts shall be authentic, the text in Ukrainian being prevalent.

meeting the following qualification requirements:
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£quipment, funds and respectively qualified  workforce, which has the necessary knowledge | for conducting a certain type of

and experience; economic activity (in cases
envisaged by the legislation);

balance sheet value

financial value
experience in conclusion of similar agreements;

payment of taxes and fees (compulsory payments);
conducting economic activity by the bidder according to the provisions of his statute;

the absence of decision on recognizing the bidder as bankrupt according to the established
procedure or on his participation in the case on bankruptcy.

2. The qualification requirements established by the procuring entity according to this article and
the list of documents confirming the information of bidders on their adherence to such requirements
are noted in bidding (qualification) documentation.

3. The documents not envisaged by the legislation for bidders — natural persons, including
natural persons — entrepreneurs are not submitted by them as a part of bid proposal.

_ -| Deleted: The procuring entity

4. All tender proposals/ bids from bidders that comply with the qualification requirements, -~ | cannot establish discriminatory
established by the part 1 of this Article, shall be allowed for the appraisal. requirements for the bidders.
/{ Deleted: 8 J
Article 17, Bid (or qualification) proposals rejection

1. The procuring entity shall reject a bid (or qualification) proposal in case:

1) it has irrefutable evidence that the bidder, or the participant of the preliminary qualification,
offers, provides or agrees to provide directly or indirectly to any official of the procuring entity or
other state institution a remuneration in any form (employment proposal, valuable object, service etc.)
with the aim to influence the decision about the successful bidder or the application of certain
procurement procedure by the procuring entity;

- { Deleted: ]

a crime committed during the procurement procedure or other crime committed on lucrative impulse,
and the conviction was not lifted or cleared off according to the established procedure;

3) the official of the bidder, or the participant of the preliminary qualification, who has been
authorized by the bidder to represent his interests during the procurement procedure was convicted of
a crime committed during the procurement procedure or other crime committed on lucrative impulse,
and the conviction was not lifted or cleared off according to the established procedure;

4) the bidder is a connected person;

5) the bidder submitted inadequate information on his adherence to the established qualification
requirements;
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qualification requirements;

7) the bidder or the participant of the preliminary qualification, submitted the proposal against
the requirements of bidding documentation and this Law.
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name of procurement object;

number of procurement procedure participants and the name and location of bidder with whom
the procurement contract had been concluded;

bid proposal and procurement contract price;

date of publication of announcement about planned procurement, request for price proposals and
procurement procedure results or the date of sending an invitation for participation in the restricted
bidding, procuring from single entity and the date of informing the bidders about procurement
procedure results;

for such decision;
date of bid proposal acceptance and conclusion of procurement contract.

2. The report on procurement procedure results (except for information of state and commercial
secret) is published by the procuring entity within 10 days after its approval according to Article 10, of
this Law.

3. The term of keeping the report on procurement procedure results and other documents
concerning procurement procedures amounts to three years.

Chapter IV
PROCEDURES OF OPEN BIDDING,

—y - I e e Ry

price

1. The announcement about holding open bidding and open bidding with reduction of price shall
mandatory include:

name and location of procuring entity;

web site where the procuring entity additionally posts procurement information (in case of such
procedure planned);

name, number and place of supplying goods, or kind and place of conducting works or providing
services;

term of supplying goods, conducting works or providing services;

ways and place of obtaining bidding documentation;

place and term of submitting bid proposals;

place, date and time of opening bid proposals;

address of the chosen informational system in the Internet (in case of electronic procurement);
amount, type and conditions of providing bid security (if the procuring entity so requires).
The announcement may include additional information determined by the procuring entity.
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2. The term for submitting bid proposals ~ cannot be less than 30 calendar days from the
date of publication of announcement about holding the procedure of open bidding,

-

1. The procuring entity sends or provides for the person who intends to participate in the
procurement procedure free bidding documentation within three working days after receiving a
respective request from this person.

Bidding documentation can be taken free of charge by the person who intends to participate in
the procurement procedure on the web portal of the Authorized institution.

2. The bidding documentation is developed by the procuring entity shall contain:
1) instruction on preparation of bid proposals;

2) qualification requirements for bidders and the list of documents confirming the information of
bidders on their adherence to such requirements;

3) list of criteria put forward by the tender committee to evaluate the adherence of bidders to the
established qualification requirements;

4) information on the necessary technical and quality specifications of procurement object,
including respective technical specification (if necessary, plans, sketches, drawings or description of
procurement object). At that, the technical specification shall contain detailed description of goods,
works and services procured, including their technical and quality specifications; requirements
concerning technical and functional specifications of procurement object in case the description is
impossible to make or when it is more reasonable to indicate such specifications; references to
standard specifications, requirements, notation conventions and terminology associated with goods,
works or services procured and envisaged by existing international or national standards, norms and
rules. Technical specification shall not contain references to specific trademark or company, patent,
procurement object construction or type, source of its origin or producer. In case such reference is
necessary, the specification shall contain the words “or equivalent”;

5) amount of goods and place of their supplying;

6) place where works shall be conducted or services provided,;

7) terms of supplying goods, conducting works or providing services;

8) draft contract or principal conditions which shall be included in the procurement contract;

9) description of separate part or parts of the procurement object (lot) pertaining to which bid
proposals can be submitted in case the bidders are allowed to submit bid proposals for part of
procurement object (lot);

10) list of criteria and method of bid proposals evaluation with the indication of criteria’s weight;

12) method of evaluation and comparison of alternative bid proposals (if they are allowed by the
procuring entity);
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Bidding documentation may also contain other information which the procuring entity
deems necessary.

3. Bidding documentation shall not contain requirements limiting competition and discriminating
bidders.

amendments to it

1. The person who has obtained bidding documentation from the procuring entity has the right to
address the procuring entity for explanations concerning bidding documentation no later than seven
calendar days before the end of term for submitting bid proposals. The procuring entity shall provide
explanations to the query within three calendar days from the day of its receipt to all persons who have
obtained bidding documentation.

If requests from two or more persons who received the bidding documentation have been
submitted, the procuring entity shall extend the bid submission period.,

In case of holding a meeting to explain any queries concerning bidding documentation the
procuring entity shall provide the minutes of such meeting, which contains all query explanations and
send it to all persons who have received bidding documentation regardless of their presence at the
meeting.

The explanations mentioned in this part are published by the procuring entity according to

2. The procuring entity has the right no later than seven calendar days before the end of term for
submitting bid proposals on one’s own initiative or according to the results of queries make
amendments to bidding documentation having extended the term of submitting and opening bid

abovementioned changes to all persons who received bidding documentation.

In case of late provision of explanations concerning the content of bidding documentation or late
amendments to it by the procuring entity it shall extend the term for submitting and opening bid

documentation.

The information listed in this part is published by the procuring entity according to Article 10 of

this Law.

1. The procuring entity has the right to include in the announcement about procurement
procedure and in bidding documentation the requirements for providing bid security.

In case the procuring entity requires provision of bid security the bidding documentation shall
contain conditions of its provision, in particular type, amount, term of validity and also cases when bid
security is not returned to the bidder. In such case the bidder submits bid security together with the bid
proposal.

The amount of bid security in monetary value cannot exceed 1 per cent of the expected
procurement value in case of holding bidding for procuring works and 5 per cent in case of holding
bidding for procuring goods or services on the conditions defined by bidding documentation.

2. In case bid proposals are submitted concerning a part of procurement object (lot) the amount
of bid security is determined by the procuring entity on the basis of expected value of procurement
object pertaining to each of its parts (lots).
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Withdrawal or change of bid proposal by the bidder after the expiration of term for
submitting a bid,;

Non-signing of procurement contract by the successful bidder;

Non-provision of contract performance security by the successful bidder after the acceptance of
his bid proposal, if bidding documentation envisages providing such security.

day of emerging grounds for the return of bid security in case of:
expiration of bid security term noted in bidding documentation;
conclusion of procurement contract with the successful bidder;
withdrawal of bid proposal before the end of term for submitting bids;

end of procurement procedure in case of non-conclusion of procurement contract with any of the
bidders who submitted their bid proposals.

to transfer to respective budget, and in case of procurement for the funds of an enterprise are
transferred to the enterprise’s account.

1. The bid proposal is submitted in written form with the signature of bidder’s authorized person
in a sealed envelope or in another form mentioned in bidding documentation. Upon request of the
bidder, the procuring entity confirms the receipt of bid proposal indicating date and time.

Every participant has the right to submit only one bid proposal (including a proposal for a part of
procurement object (lot) listed in bidding documentation) and can also submit an alternative bid
proposal if it is envisaged by bidding documentation. The received bid proposal is entered by the
procuring entity into the register the form of which is defined by the Authorized institution.

2. The bidding documentation is accompanied by the document confirming the provision of bid
security by the bidder if such provision is envisaged by bidding documentation,

3. Bid proposals received by the procuring entity after the expiration of term for their submitting
are not opened and returned to the bidders who have submitted them.

4. Bid proposals are valid during the term noted in bidding documentation. Before the end of this
term the procuring entity has the right to require that the bidders extend the terms of their bid
proposals. The bidder has the right:

to decline such request not losing the bid security provided,;
to agree to the demand and to extend the term of bid proposal and bid security submitted.

5. The bidder has the right to modify or withdraw the bid proposal before the end of term for its
submitting not losing the bid security as a result. Such modifications or the bid withdrawal application
are taken into account in case they are received by the procuring entity before the end of term for
submitting bid proposals.

6. The procuring entity has the right before the end of established term for submitting bid
proposals to make a decision on its extension in case one or more persons who have received bidding
documentation from the procuring entity cannot submit their bid proposals before the specified
deadline due to objective reasons and have informed the procuring entity about it in written form. The
notification about term extension or about possible changes in place and procedure of opening bid
proposals is immediately sent to each person who received the bidding documentation and is published
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1. Procuring entity has the right to require the successful bidder to provide not later than the
date of concluding the procurement contract a security of such contract performance according to the
conditions defined in the bidding documentation. The procuring entity returns contract performance
security according to conditions listed in the contract.

case of procuring goods and services and 5 per cent in case of procuring works.

3. The funds which arrived as contract performance security (in case they are not returned) are
subject to transfer to respective budget and in case of procurement conducted by enterprise, to the
enterprise’s account.

1. Opening of bid proposals is conducted on the day of expiration of term for their submitting at
the time and place listed in bidding documentation.

2. Participation in the procedure of opening bid proposals is allowed by the procuring entity for
all bidders or their authorized representatives and also representatives of state power institutions
(including deputies of all levels). The absence of bidder or his authorized representative at the
procedure of opening bid proposals is not a reason for refusal to open or to reject his bid proposal.

3. During the opening of bid proposals the presence of all necessary documents envisaged by

bid proposal are also announced.
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4. Puring the opening of bid proposals minutes is drawn according to the form established by the -

Authorized institution.

A copy of minutes of bid proposals opening is provided to any bidder upon his request within
three calendar days after receipt of such request.

\
1. The procuring entity is entitled to appeal to the bidders for explanation of the essence of their '

bids in order to simplify the procedure of review and evaluation of bids.

2. The procuring entity and the bidders shall not initiate any negotiations regarding amending
the submitted bid, including changing its price and adjusting, except for correcting any arithmetic
errors in accordance with the requirements of the chapter three of this Article.

3. The procuring entity is entitled to correct arithmetic errors found in the submitted bid during
its evaluation according to the procedure envisaged by the bidding documents provided that the bidder
who submitted the bid gave their written consent thereto.

4. The procuring entity shall evaluate the bids that have not been rejected according to the Law.

5. The procuring entity defines the winner of the bidding procedure from among the bidders
whose bids were not rejected under this Law (not less than two) on the basis of the criteria and
evaluation methods indicated in the bidding documents.

The evaluation criteria shall be as follows:

In the event of procurement of goods, works and services with a constantly existing market,
which are produced, executed or provided beyond purposefully elaborated specifications (technical
project) — price;

In the event of procurement of a complicated or specialized nature (including consulting
services, scientific research, experiments or developments, research and engineering works) - price
together with other evaluation criteria, in particular such as:

After-sales service;

W\
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to reduce the proposed bid
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opening. 1
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Operational costs;

Transfer of technology and education of administrative, scientific and production staff including
exploitation of local resources, including the means of production, labor force and the materials needed
for production of goods, execution of work, and provision of services offered by the bidder.

| 6. In the event that in order to define the most economically advantageous bid, criteria other than -
price are applied, the value equivalent or specific weight of these criteria in the general evaluation of
the bids shall be indicated in the bidding documents. Specific weight of the price criterion shall not be

lower than 70 percent.

7. The procuring entity is entitled to request from any of the bidders the submission of the
documents on the reaffirmation of its compliance with qualification requirements or apply for
confirmation of this information to public authorities, agencies, organizations in accordance with their
competence field. In the event of refusal of the bidder to submit the documents on such a confirmation
or credible information with regard to its noncompliance with the qualification requirements or the fact
of indicating in the bid inadequate information, the customer shall reject the bid of this bidder and
defines a winner of the tender from among the bidders left with the duration of their bids valid.

8. To consider the bids relevant expert organizations or particular experts can be attracted on a
contractual basis.

9. Upon the results of consideration and evaluation of the bids one winner of the procurement
procedure shall be defined.

In the event of procurement procedure with the subject of procurement broken into parts (lots),
the winner shall be determined for every separate lot.

10. Relevant minutes shall be drawn up on the basis of the results of consideration and
evaluation of the bids in accordance with the form envisaged by the Authorized body.

11. The general duration of consideration, evaluation and determination of the procurement
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1. The procuring entity rejects a bid in the event that:
1) the bidder:
does not meet the qualification requirements envisaged by the bidding documents;
does not agree with the correction of the arithmetic error detected by the procuring entity;
failed to provide a bid security if such a security was requested by the procuring entity;
2) circumstances mentioned in Article 17 and part seven of Article 27 hereof have arisen; o %Ez:zzz :
3) the bidding documents do not comply with requirements to bidding documents.
2. The procuring entity has the right to reject all the bids before the acceptance of the bid,
provided that it is envisaged by the bidding documentation.
| 3. Information about bid rejection and relevant grounds for such rejection shall be forwarded to (Deleted: 3

the bidder who submitted the bid within seven calendar days following the date when the procuring '
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entity made a relevant decision. /
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acknowledgement of the bidding procedure as such that has never taken place *
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1. The procuring entity shall cancel the bidding procedure in the event of:

English (U.K.)

{ Formatted: Font:

Bold,

{ Formatted: Font:

Bold

‘[ Deleted: 0

W \\ ‘[ Formatted: Font:
ANEEN

Bold

I Formatted: Font:

English (U.K.)

Bold,

{ Formatted: Font:

Bold

o JU A




20
submission of les than two bids for participation in the bidding procedure;
rejection of all the bids according to the Law;,
Bids from less than two bidders have been admitted for bid evaluation.

The bidding procedure may be cancelled in part (with regard to a lot).

2. The procuring entity has the right to acknowledge the bidding procedure as such that has never
taken place if:

the price of the most advantageous bid exceeds the one envisaged by the procuring entity to fund
the procurement;

the procurement no longer meets government needs as a result of occurrence of unpredictable
objective circumstances (acts of God).

3. Notification of the cancellation of the bidding procedure as well as acknowledgement of the
bidding procedure as such that has never taken place shall be forwarded by the procuring entity to all
the bidders within three calendar days after making the corresponding decision.

advantageous one based upon the results of the evaluation.

2. Within three calendar days following the date of the acceptance the procuring entity shall send
a notification of the acceptance of the bid that has not expired to the winner, and all the bidders shall
receive a written notification of the results of the bidding procedure specifying the name and location

evaluation results.

The procuring entity shall sign a procurement agreement with the bidder whose bid has been
accepted in accordance with the requirements to the bidding documentation and accepted bid within
the period not earlier than five calendar days following the date of sending a written notification to all
the bidders about their results, but not later that within 30 calendar days of the date of acceptance.

3. In the event of the bidding winner’s refusal to sign a procurement agreement in accordance
with the requirements of the bidding documentation the procuring entity shall re-determine the most
economically advantageous pid from the bids that have not yet expired.

making a decision on cancellation of the bidding procedure or acknowledgement of the bidding
procedure as such that has never taken place.

2. The announcement of the results of the bidding procedure shall include the following
information:

name and location of the procuring entity;

web-site where additional information of the procuring entity about the procurement procedure
was placed;

kind, number and place of delivery of goods or kind and place of carrying out work or providing
services;

date of the procurement announcement publication (announcement of the previous qualification);
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date of signing a procurement agreement:

the date of making a decision about canceling the bidding procedure or acknowledging the

bidding such that has never taken place (if such a decision was made by the procuring entity), and their
reason;

price under the procurement agreement;
full name of the winner of the bidding procedure.

Chapter V

1. A two-stage bidding procedure can be applied under the following conditions: 0

the procuring entity can not draw up a specific list of goods (work) or indicate the kind of the ~
services as well as in the event that to make the best decision on the procurement it is necessary to hold !
preliminary negotiations with the bidders;

the subject of the procurement is carrying out scientific research, experiments or development,
research and engineering work, provision of consulting and other specific services.

1. Two-stage bidding shall be carried out according to the procedure envisaged for the open .
bidding procedure with due account taken of the peculiarities envisaged by this Chapter.

2. Two-stage bidding shall be carried out in two stages:

at the first stage all the bidders are offered to submit preliminary bids without price specification.
In this case tender documentation can include only the bids with regard to technical, quality and other
characteristics of the subject of procurement, the terms of supplies, confirmation of professional and
technical competence of the participants and their compliance with qualification requirements. The

bidders shall submit their preliminary bids within a period not less than 21 calendar days of from the
date of publication of the announcement of the two-stage bidding.

The customer is entitled to hold negotiations with any of the participants during the
consideration of preliminary tender offers. After the receipt of the preliminary offers the customer is
entitled to amend tender documentation on the subject of technical requirements and the requirements
to the quality of the procurement subject or offer new characteristics and criteria of evaluation of the
offers under this Law. The customer shall inform all the participants about the change of conditions of
the tender documentation during his provision of invitations to the second stage of the bidding process;

at the second stage the customer offers the participants, whose preliminary tender offers have not
been rejected at the first stage, to submit their final tender offers with price specification. The tender

offers shall be submitted within a period not less than 11 calendar days from the date of the
notification of the bidder of the results of the first stage.

3. The bidders whose preliminary bids have not been rejected at the first stage shall submit a bid
security upon request of the procuring entity for participation in the second stage.

Chapter V1,

PROCEDURE FOR REQUEST OF PRICE OFFERS (QUOTATIONS)

1 | bid. Their consent to reduce the

Deleted: PRICE REDUCTION
I PROCUREMENT PROCEDURE
Article 33. Terms of application of
the price reduction procurement
proceduref
1. The price reduction procurement
procedure shall be applied in the
event of procurement of good or
services with a constantly
operating market, which are
produced or provided beyond
purposefully elaborated
specifications. {
Article 34. Carrying out the price
reduction procurement procedure{
1. The price reduction procurement
procedure shall be subject to the
procedure envisaged for the open
bidding with due account taken of
any specific features as determined
by the Chapter.{
2. The price reduction procurement
procedure shall consist of two
stages:|
At the first stage all the bidders are
offered to submit preliminary bids
without specifying the price. The
bidding documents must only
provide for offers about technical,
qualitative, and other
characteristics of the procurement
object, terms of delivery, and
qualification requirements. The
period for submission of bids is not
less than 15 calendar days from the
date of publication of the
announcement about the price
reduction procurement procedure;{
At the second stage the procuring
entity suggests that bidders whose
preliminary bids have not been
rejected during the fist stage
submit final bids and specify the
price. The period for submission of
bids during the second stage is not
less than seven calendar days from
the date of notifying bidders about
results of the fist stage.|
3. During disclosure of bids at the
second stage the bidder shall
announce the name and address of
all the bidders and the price of all
bids. Then the bidder suggests that
the present representatives of
bidders reduce the price of their
bid by one step of the price
reduction procedure mentioned in
the bidding documents. The initial
price for the price reduction
procurement procedure shall be
deemed the minimum price of the

| | price of the bid the present

' | representatives of bidders confirm
by raising a card with the
mentioned name of the bidder on
it. If after the initial and following
prices have been announced three
times, no bidder suggests a new
price, the price reduction
procurement procedure terminates
and the last bidder who was called
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Article 34. Terms of applicationand =~ ¢ execution of the procedure for request of price -
offers
1. The customer can carry out procurement by way of application of such procedure for request
of price offers with regard to products and services, which enjoy secular market, provided that their
value does not exceed UAH 200 thousand. [ Formatted: Font: Bold )
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Article 35. Procedure for carrying out requests of price offers e
1. To receive price offers the procuring entity shall send a request to not less than three bidders
and publish the request (at the date of sending thereof) according to Article 10 hereof. __—{ Deleted: 11 )

2. The request shall include:
the name and location of the customer;

the description of the subject of the procurement or its parts (if the customer envisages
submission of the price offers with regard to particular parts) including their necessary technical and
other characteristics;

the website where additional information of the procuring entity about the procurement has been
placed (if appropriate);

period of delivery of goods and provision of services;
place and period of submission of price offers;

place and date of disclosure of price offers;

principal conditions of the procurement agreement.

The request must contain information whether the price includes costs pertaining to
transportation, insurance, payment of taxes and duties (mandatory payments).

3. Each bidder has a right for submission of only one price proposition (quotation), which shall
not be subject to further changes. The offer shall be submitted in a sealed enveloped or other form
envisaged by the customer, within the period envisaged by the latter.

_ -1 Deleted: The price offer shall be

Y o _- accompanies by the calculation of
. . . . . . . the price for the object of
4. Price offers shall be disclosed at the time established by the procuring entity. All the bidders procurement according to the
who have submitted their offers shall be invited to participate in the procedure of disclosing price methodology for calculation
thereof as approved by the
offers. Authorized body

During the disclosure of price offers relevant minutes shall be drawn up in the form established
by the Authorized body.

A copy of the minutes of the disclosure of price offers shall be provided to any of the
participants upon their request within one calendar day from the day of receipt of such a request.

5. The procuring entity accepts the price offer and signs a procurement agreement with the
bidder who has submitted the offer, which meets the requirements of the procuring entity and has the
lowest price within the period not less than 3 calendar days from the date of sending a written
notification of the results of the procedure to all the participants, but not later than 14 calendar days
from the date of identification of the winner.

6. The procuring entity rejects price offers in the event that they do not meet requirements of the
procuring entity specified in the request, on the grounds mentioned in Article 18 of the Law.

7. The procuring entity acknowledges the procedure for request of price offers as such that has
never taken place in the event of:

receipt of less than three offers;
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rejection of all the offers;

excess of the lowest price offer of the amount envisaged by the customer to fund the
procurement.

- { Deleted: Information

) L U U

8. Notification of the results of the request for price offers shall be published according to the -~
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Article 36. The terms of application and execution of the restricted bidding procedure 7
1. The restricted bidding procedure shall be applied in the event that the goods, work or services
are of complicated or specialized nature and can be offered by a limited number of participants. { Formatted: Font: Bold
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Article 37. Carrying out the restricted bidding procedure v
1. The restricted bidding procedure shall be subject to the procedure envisaged for the open
bidding with due account taken of any specific features determined in the Chapter.
The procuring entity shall invite all bidders who may offer relevant goods, works or services to
participate in the restricted bidding procedure.
2. Before applying the restricted bidding procedure the procuring entity may conduct preliminary
qualification. In the event of preliminary qualification any and all bidders who have been so qualified
shall be admitted to the restricted bidding procedure. Information about the preliminary qualification
of bidders must be published by the procuring entity according to Article 10 hereof. __—{ peteted: 1

3. The announcement about preliminary qualification of bidders must include the following
information:

name and location of the customer;

website where additional information of the procuring entity about the procurement has been
placed (if applicable);

name, quantity of goods and place of delivery, type of works and place of their execution or the
type of services and the place of their provision;

period of delivery of goods, execution of works, and provision of services;
methods and place of receipt of qualification documents;

place and submission period for qualification offers;

place and ate of disclosure of qualification offers.

4. Qualification documentation shall include:

1) guidelines re: preparation and submission of qualification offers;

2) qualification requirements to the bidder and a list of documents confirming information of
bidders about their compliance with such requirements;

3) criteria and procedure for evaluation of compliance with qualification requirements;

4) information about required technical and qualitative characteristics of the procurement object,
including relevant technical specification (plans, charts, drawings or descriptions of the procurement
object if required). Technical specification, plans, charts, drawings or descriptions of the procurement
object required by the procuring entity shall not contain references to a specific trade mark or firm,
patent, construction or type of the object of procurement, source of its origin or producer;
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5) quantity and place of delivery of goods;
6) place of executing works or rendering services;
7) period of delivery of goods, execution of works, and provision of services;
8) information about the language (languages) in which qualification offers must be made in;
9) method, place and deadline for submission of qualification offers;
10)procedure for providing clarifications with regard to qualification documents;
11) place, date and time of disclosure of qualification offers;

12) fist, middle and last name, position and address of one or several officials or other employees
of the procuring entity authorized to communicate with bidders.

Qualification documents may also contain other information that the procuring entity deems
appropriate for inclusion.

5. The period for submitting qualification offers may not be less than 15 calendar days following
publication of the announcement about preliminary qualification.

The customer selects bidders for further participation in the restricted participation procurement
solely based on their compliance with the requirements stipulated in the qualification documentation
within 14 calendar days from the date of disclosure of qualification offers.

6. Qualification offers of the bidders shall be disclosed on the day of expiry of the period for
submission thereof at the time and at the place mentioned in the announcement about preliminary
qualification. The procuring entity shall allow any bidders who have submitted qualification offers or
their authorized representatives to participate in the disclosure of qualification offers. During
disclosure of qualification offers the procuring entity shall check and announce the presence of all
required documents envisaged by qualification documentation with regard to their preparation and
correct execution, as well as announce the name and address of each bidder. During the disclosure of
qualification offers relevant minutes shall be taken in the form determined by the Authorized body
whose copy shall be forwarded to any and all bidders upon their request within three calendar days
following receipt of a relevant request from the bidder.

7. In the event of carrying out preliminary qualification the procuring entity shall inform each
bidder about the results of the preliminary qualification within five calendar days after its completion.

Only those bidders who have been selected upon the results of the preliminary qualification of
the participants shall be invited for further participation in the bidding procedure. The period for
submission of bids after preliminary qualification of bidders shall be not less than 10 calendar days
from the date of forwarding a notification of its results

1. For participation in the restricted bidding procedure (specifically as per results of conducted
preliminary qualification) the procuring entity shall invite the number of persons that will secure the
selection of the most commercially reasonable offer and competition, however not less than two. The
invitation containing the information envisaged by Article 21 of the Law shall be forwarded to the
persons indicted in this part in writing.

2. The invitation to participate in the restricted bidding procedure shall be published on the
official website of the Authorized body within three calendar days after it has been sent. Publication of
the invitation shall not be deemed invitation to participate in the restricted bidding procedure for an
undefined pool of persons.

3. In the event of restricted bidding procedure only the persons invited by the procuring entity for
participation in the procurement procedure according to the procedure envisaged by part one of this
Article shall have the right to submit bids. The period for submission of bids may not be les than 15
calendar days following the date mentioned in the invitation (in the event of applying restricted
bidding procedure following preliminary qualification of bidders -10 calendar days).
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4. The restricted bidding procedure for procurement of goods, works and services shall
be applied by the procuring entity after its application has been approved by the Authorized body
(except in the event of preliminary qualification of bidders).

1. Single source procurement is a procedure according to which the procuring entity enters into a
procurement agreement with the bidder after relevant negotiations with the latter.

2. Single source procurement shall be applied by the procuring entity after it has been approved
by the Authorized body in the event of:

1) procurement of works of art or procurement related to protection of rights of intellectual
property and execution of a procurement agreement with the winner of architecture or art contest;

2) lack of competition (as well as due to technical reasons) for the goods, work or services that
can be delivered, carried out or provided by a particular bidder only, and there is no option in this case.

3) need for carrying out additional construction works not included into the original project, the
value of which does not exceed 50 percent of the primary agreement, but which due to acts of God
became necessary for execution of the project, provided that the agreement will be signed with the
performer of these works and these works are technically or economically linked to the primary
agreement;

4) needs for additional deliveries by the primary bidder (not over 50 percent of the value
specified in the primary agreement), intended for partial replacement or increase of deliveries, when
any changes made by the bidder may lead to procurement of goods or services which do not meet the
requirements of interchange.

5) occurrence of an urgent need for procurement due to specific economic or social, legal, other
circumstances, which the procuring entity could not foresee;

6) procurement of services in the official delegation halls for government, parliamentary,
diplomatic delegations and officials of state bodies.

Chapter IX

7 e g

PROCUREMENT AGREEMENT

1. The procurement agreement shall be concluded in writing according to the provisions of the
Civil Code of Ukraine and the Commercial Code of Ukraine.

A sample procurement agreement shall be approved by the Authorized body.

2. The procurement agreement may be prolonged for the period sufficient for conducting
procurement at the beginning of the following year for the amount not exceeding 15 per cent of the
value determined in the agreement concluded in the preceding year if funds have been approved for the
purpose according to the established procedure._Terms and conditions of the procurement agreement
may be amended exclusively according to the procedure established by the authorized body.

3. The procuring entity has the right to envisage prepayment in the procurement agreement
according to the requirements of budget legislation at the expense of the funds of the State Budget of
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Ukraine, the budget of the Autonomous Republic  of the Crimea and local budgets. In the event of
procurement at the expense of other government funds the procuring entity may introduce terms and
conditions to the procurement agreement pertaining to prepayment according to the Civil Code of
Ukraine and the Commercial Code of Ukraine.

1. Essential terms of the procurement agreement are as follows:

the object of procurement (name (nomenclature, range); quantity of goods, works, and services,
as well as quality requirements);

payment procedure;

contractual price;

period of validity of the agreement;
rights and obligations of the parties;

specification of the condition concerning the possibility to reduce procurement volumes
conditional upon actual funding of the expenses;

responsibility of the parties;
other terms and conditions which the parties must agree upon request of one of the parties.

If the parties fail to reach agreement about all essential terms and conditions, the procurement
agreement shall be deemed as such that has not been concluded. If one of the parties has taken actions
to implement the agreement, legal consequences of such actions shall be determined according to the
Civil Code of Ukraine.

1. During the settlement of payment under procurement agreements, the State Treasury of
Ukraine (servicing bank) inspects the availability of:

A report about results of the procurement procedure;

A copy of the announcement about the planned procurement procedure (request for price offers)
and of the announcement about results of the procurement procedure;

The decision about approving application of the restricted participation procedure and single
source procurement procedure according to this Law.

2. The State Treasury of Ukraine (servicing bank) does not have the right to effect payments
from the account of the procuring entity according to the undertaken financial obligation under the

1. In the event that the bidder-winner of the procurement procedure refuses to perform the
procurement agreement, the procuring entity has the right to unilaterally terminate the agreement and
carry out another procurement procedure.

In this event the period of validity of the agreement shall be terminated.

2. The procurement agreement shall be null and void if it has been concluded during the period
of termination of the procurement procedure in relation to a claim submitted.
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agreements

1. Information about signed procurement agreements shall be submitted upon the request of the
Authorized body or the general procuring entity (in the event that the procurement was carried out on
the coordination basis) by submission of a copy of the concluded procurement agreement certified by
the procuring entity.

2. A copy of the concluded procurement agreement shall be submitted within the period
stipulated by the Authorized body or the general procuring entity.

1. Before signing a procurement agreement the bidder shall submit a complaint on the subject of » ~
the procuring entity’ s V|olat|on of the procurement procedure or decisions made actions or Iack of ~

*****

time and place of review of the claim not later than three business days after receipt of the claim. \\\ \ {\*
During review of the claim the said persons have the right to participate in the review process. Y
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2. The object of the dispute can
not be:{

the choice of the procurement
procedure; |

the decision of the procuring entity
on rejection of all bids according
to the second part of the Article 30
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cancellation of the bidding
procedure or the acknowledgement
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5. In the event that submission of the claim by the bidder leads to detection of any violations of
the established procedure for government procurement that affect objectiveness of determining the
winner of the procurement procedure or lead to discrimination of bidders, the authorized body has the - { Deleted: Commission

right to invalidate results of such procurement procedure and to oblige the procuring entity to start a
new procurement procedure.

of the complamt to the bidder, who has submitted the complaint, the procuring entity and the State
Treasury of Ukraine (servicing bank) within five business days from the date it was made.

7. After receipt of the decision based upon review of the claim the State Treasury of Ukraine
(servicing bank) shall effect the following expenditures:
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If results of the procurement procedure has been invalidated and the procuring entity has
been obliged to conduct new procurement procedure — settlement of relevant payments from the
account of the procuring entity according to the undertaken financial obligations shall continue after

submission by the procuring entity of documents confirming results of a new conducted procurement
procedure;

procurement procedure and does not oblige the procuring entity to conduct a new procurement
procedure, - settlement of relevant payments from the account of the procuring entity according to the

undertaken financial obligations shall continue according to the documents confirming results of the
conducted procurement procedure.

8. The limitation period with regard to the dispute of the decision of the procuring entity or the

from the date such a decision was made.

9. The bidder has the right to appeal against the decision, actions or inactivity of the procuring
entity in court according to the established procedure.

1. For the violation of the requirements stipulate by this Law and regulatory norms elaborated lﬁ
according to the provisions hereof, the officials of the procuring entities, bidders, members of the |
bidding committee face criminal, administrative and civil charges under the Law.

Chapter X, |

FINAL PROVISIONS
1. This Law comes in force within a month of the date of its publication. |

2. The procurement procedures, started before this Law has come into force, shall be carried
out according to the procedure stipulated before this Law has come into force. |

3. Within a two-month period of the date this Law comes into force the Cabinet of Ministers of ’
Ukraine shall: )

Harmonize its normative and legal acts with requirement of this Law;

Ensure harmonization of relevant normative and legal acts by ministries and other central
executive authorities with the Law;

Ensure adoption of regulatory norms necessary for implementation of provisions hereof.
4. Before other normative and legal acts have been harmonized with requirements of the Law,

they remain in force, partially or entirely, to the extent that this is in line with this Law.
5. Amend the following legislation of Ukraine:

1) in paragraph 1 of part one of Article 255 of the Code of Ukraine on Administrative Violations
(Vidomosti Verkhovnoyi Rady URSR, 1984, Annex to No. 51, p. 1122) numbers “164' " shall be
deleted in the following paragraphs:

“bodies of the Antimonopoly Committee
166"—166%)";

“the Accounting Chamber (Articles 164, 164, 188%)";

The paragraph will be supplemented as follows:

“specially authorized body in the sphere of government procurement (Article 164'):”;

2) part five of Article 4 of the Commercial Code of Procedure of Ukraine (Vidomosti

Verkhovnoyi Rady Ukrayiny, 1992., No. 6, p. 56; 1997, No. 25, p. 171; 2001, No. 36, p. 188; 2007,
No. 9, p. 67) shall be deleted;

of Ukraine (Articles 164° 164
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3) part seven of Article 8 of the Civil Code of Procedure of Ukraine (Vidomosti Verkhovnoyi
Rady Ukrayiny, 2004, No. 40 — 42, p. 492; 2007, No. 9, p. 67) shall be deleted;

4) paragraph two of part two of Article 5 of the Code of Administrative Legal Proceedings of
Ukraine (Vidomosti Verkhovnoyi Rady Ukrayiny, 2005, No. 35— 37, p. 446; 2007, No. 9, p. 67) shall
be deleted;

5) in the law of Ukraine “On the State Control and Revision Office of Ukraine” (Vidomosti

Verkhovnoyi Rady Ukrayiny, 1993, No. 13, p. 110; 2006, No. 18, p. 117; 2007, No. 9, p. 67) the
following shall be deleted:

in Article 2:

part eight;

in part nine the words “both according to the procedure for inspecting government procurement
and”;

paragraph 8 of part one of Article 8;

6) in the Law of Ukraine “On the Antimonopoly Committee of Ukraine” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1993, No. 50, p. 472; 2000, No. 41, p. 343; 2004, Ne 13, p. 181; 2006 ,
Ne 14, p. 118; 2007, Ne 9, p. 67) the following shall be deleted:

In part one of Article 1 the words “and in the sphere of government procurement”;

Paragraph 17* of part one of Article 7;

In paragraph 18 of part one and paragraph 19 of part three of Article 7, paragraph 20 of part one
of Article 16, paragraph 20 of part one of Article 17 the words “and the Law of Ukraine “On
Government Procurement of Goods, Works, and Services”;

7) paragraph two of part two of Article 15 of the Law of Ukraine “On Education” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1996., Ne 21, p. 84; 2007, Ne 9, p. 67) shall be deleted:;

8) paragraph 13 of Article 6 of the Law of Ukraine “On the Accounting Chamber” (Vidomosti
Verkhovnoyi Rady Ukrayiny, 1996., Ne 43, p. 212; 1998., Ne 24, p. 137; 2006., Ne 14, p. 118) shall be
deleted,;

9) paragraph four of Article 2 of the Law of Ukraine “On Licensing Certain Types of
Commercial Activities” (Vidomosti Verkhovnoyi Rady Ukrayiny, 2000, Ne 36, p. 299; 2001, Ne 11, p.
45; 2002, Ne 1, p. 1, Ne 20, p. 134; 2004., Ne 12, p. 155; 2005, Ne 42, p. 465; 2006, Ne 18, p. 155;
2007., Ne 9, p. 67, Ne 10, p. 89, Ne 34, p. 444) shall be deleted;

10) paragraph 30 of part one of Article 16 of the Law of Ukraine “On the State Service of

Special Communication and Information Protection of Ukraine” (Vidomosti Verkhovnoyi Rady
Ukrayiny, 2006., Ne 30, p. 258) shall be deleted.
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Claims Review and Procurement Monitoring Committee

The Authorized body shall set up the Claims Review and Procurement
Monitoring Committee (hereinafter referred to as “the Committee™).

The Committee shall:
review claims submitted by bidders in the procedure envisaged by this Law;

submit to the Authorized body the recommendations on approval of the
application a bidding procedure with restricted participation and a sole-
proprietor procurement procedure;

elaborate and submit to the Authorized body to approve the methods to:

define the amount of damages in the event of violation of the legislation in the
sphere of government procurement;

calculate the price of the procurement object with consideration of technical and
quality specifications of works, goods and services.

The Committee is made up by single representatives of the Ministry of
Economy of Ukraine, Ministry of Finance of Ukraine, Ministry of
Justice of Ukraine, Main Control and Revision Office of Ukraine, State
Treasury of Ukraine, Antimonopoly Committee of Ukraine, State
Inspection for Prices Control of Ukraine, Chamber of Auditors,
Economic Policy Committee of the Verkhonva Rada of Ukraine, the
Budget Committee of Verkhovna Rada of Ukraine, the Committee on
Combating Organized Crime and Corruption at the Verkhovna Rada of
Ukraine.

State officials only can be the members of the Committee.

The list of the members of the Committee shall be approved by the Authorized
body and disclosed at the web-portal of this body.

The Head of the Committee shall be appointed Deputy Minister of Economy of
Ukraine.

The rules and procedures of the Committee shall be defined by the Committee
and disclosed at the web-portal of the Authorized body.

The Committee sitting shall be deemed eligible if it is attended by not less
than two third of the members of the Committee. The decision of the Committee
shall be deemed made if it was voted for by the two third of the members of the
Committee being present at the sitting. Each member of the Committee shall
have one vote. In the event of equal distribution of votes the vote of the Head of
the Committee shall be deemed casting, and in the event the Head is not present
at the sitting — the vote of the Chairman of the sitting. The decision of the
Committee shall be filed as the Minutes signed by the Head of the Committee.

The Authorized Body shall be responsible for organizational and logistic
Support of the Committee activities.

Article 10.
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PRICE REDUCTION PROCUREMENT PROCEDURE
Article 33. Terms of application of the price reduction procurement procedure

1. The price reduction procurement procedure shall be applied in the event of
procurement of good or services with a constantly operating market, which are
produced or provided beyond purposefully elaborated specifications.

Article 34. Carrying out the price reduction procurement procedure

1. The price reduction procurement procedure shall be subject to the procedure
envisaged for the open bidding with due account taken of any specific features as
determined by the Chapter.

2. The price reduction procurement procedure shall consist of two stages:

At the first stage all the bidders are offered to submit preliminary bids without
specifying the price. The bidding documents must only provide for offers about
technical, qualitative, and other characteristics of the procurement object, terms of
delivery, and qualification requirements. The period for submission of bids is not less
than 15 calendar days from the date of publication of the announcement about the
price reduction procurement procedure;

At the second stage the procuring entity suggests that bidders whose preliminary
bids have not been rejected during the fist stage submit final bids and specify the
price. The period for submission of bids during the second stage is not less than seven
calendar days from the date of notifying bidders about results of the fist stage.

3. During disclosure of bids at the second stage the bidder shall announce the
name and address of all the bidders and the price of all bids. Then the bidder suggests
that the present representatives of bidders reduce the price of their bid by one step of
the price reduction procedure mentioned in the bidding documents. The initial price
for the price reduction procurement procedure shall be deemed the minimum price of
the bid. Their consent to reduce the price of the bid the present representatives of
bidders confirm by raising a card with the mentioned name of the bidder on it. If after
the initial and following prices have been announced three times, no bidder suggests a
new price, the price reduction procurement procedure terminates and the last bidder
who was called and suggested the lowest price is announced the winner.

Chapter VI
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Legislation on the public procurement issues

Laws of Ukraine

The Law of Ukraine "On Government Procurement of Goods, Works and
Services for Public Funds"(repealed).

The Law of Ukraine "On Deliveries of Products for Government Needs".
The Law of Ukraine "On State Defence Order".

Regulations of the Cabinet of Ministers

Regulation of the Cabinet of Ministers of Ukraine On Amendments to Provision
on Procurement Goods, Works and Services for Public Funds No.1017 of
19.11.2008

Regulation to Provision on Procurement Goods, Works and Services for Public
Funds No0.921 of 17.10.2008

"On the Procedure for Preparing and Placing Governmental Orders for Supply of
Products for State Needs and Exercising Ex-post Control" No. 266 of 29.02.1996
"On lIssues of Defence Contracts for Government Account” No. 2244 of
09.12.1999

"On Public Procurement System Management" No. 1469 of 27.09.2000

"On Procurement of Services in the Process of Privatization" No. 422 of
05.06.2000

"On Approval of the Procedure for Interdepartmental Coordination of
Procurement of Certain Groups of Goods with State Budget Funds"nbsp;No.
1312 of 10.10.2001

"On Procurement of Goods and Services by the Central Election Committee and
District Election Committees in the Election Process" No. 1697 of 12.17.2001
"On Approval of the Procedure for Public Financing of Capital Development" No.
1764 of 27.12.2001

"On the Organization of Training and Professional Development of Specialists in
Procurement of Goods, Works and Services with Public Funds" No. 734 of
01.06.2002

"On Moving Amendments and Validity Loss of Certain Regulations of the Cabinet
of Ministers of Ukraine on Issues of Public Procurement” No. 819 of 02.06.2003

Orders and Explanations of The Ministry of Economy of Ukraine

Explanations of publishing of the information in international editions and
international telecommunication network by purchaser.

On explanations of using norms of the Temporary Provision on Procurement of
Goods, Works and Services for Public Funds.

Order of the Ministry of Economy "On Alteration to Membership of the Advisory
Methodological Council for Government Procurement™” No. 155 of 07.05.2008
Order of the Ministry of Economy "On Approval of Agreement Procedure for
Single and Restricted Tendering” No. 128 of 15.04.2008

Order of the Ministry of Economy "On Approval of Grievance Procedure Applied
by Tenderers before Making a Contract” No. 126 of 14.04.2008

Order of the Ministry of Economy "On Approval of the Procedure for Acceptance
and Publication of Announcement about Procurement of Goods, Works and

http://zakupivli.minfin.gov.ua/en/law/ukr laws.html 11/02/2009
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Services in the Public Procurement Bulletin “Visnyk Derzhavnykh Zakupivel” No.
110 of 04.04.2008

® Order of the Ministry of Economy "On Membership of the Advisory
Methodological Council for Government Procurement” No. 129 of 15.04.2008

e Order of the Ministry of Economy "On Approval of Forms of Documents in
Government Procurement Area” No. 108 of 04.04.2008

® Order of the Ministry of Economy "On Setting up the Advisory Methodological
Council for Government Procurement” No. 109 of 04.04.2008

e Order of the Ministry of Economy and European Integration of Ukraine "On
Approval of the Regulations on the Formation and Main Functions of Tender
Committees Regarding Managing the Procurement of Goods, Works and
Services with Public Funds" No. 280 of 26.12.2000

® Order of the Ministry of Economy and European Integration of Ukraine "On the
List of Products in the Event of Whose Procurement the Government Customers
Allow Only Enterprises of Social Organizations of the Disabled and of the
Penitentiary System to Bid" No. 22 of 22.01.2004

© 2007 Ministry of Finance of Ukraine
Reverse connection
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The Law of Ukraine "On Deliveries of Products
for Government Needs"

Date of Entry into Force:
January 17, 1996

Summary version

The Law of Ukraine "On Deliveries of Products for Government Needs" (hereinafter
referred to as "the Law") establishes general legal and economic grounds for forming,
placing and fulfilling government orders under agreements (contracts) for deliveries
(procurements) of goods, fulfillment of works and provision of services (hereinafter
referred to as “products”) by Ukrainian subjects of economic activity of all types of
ownership in order to meet government needs.

Deliveries of products for government needs shall be ensured at the expense of the
State Budget of Ukraine and other sources of financing that are involved thereby. The
government shall pose as a guarantor under commitments of government customers.

Government order is a tool for regulation of the economy by way of forming stocks and
volumes of products necessary to meet government needs on the basis of an agreement
(contract), placing government orders for deliveries (procurements) of products among
companies, organizations and other Ukrainian subjects of economic activity of all types
of ownership.

Government customers shall be the Verkhovna Rada of Ukraine and other central
government bodies of Ukraine, the Council of Ministers of the Autonomous Republic of
Crimea, oblast state administrations, Kyiv and Sevastopol City State Administrations,
government organizations and institutions determined by the Law on the State Budget
of Ukraine, as well as government organizations and institutions authorized by the
Cabinet of Ministers of Ukraine to conclude government contracts with providers of
government procurements.

Government customers shall be provided with financial resources by the Cabinet of
Ministers of Ukraine in the amounts necessary to make a full payment for government
orders, unless otherwise is envisaged by the law, and are responsible for meeting
government needs in relevant products.

Government customers and government bodies shall oversee deliveries of products for
government needs.

Upon a decision of the Cabinet of Ministers of Ukraine, a government customer can
introduce the necessary amendments to a government contract or terminate such a
contract according to the current legislation of Ukraine.

For the purpose of providing economic incentives for fulfilling government orders,
providers can be granted privileges for the payment of corporate profit tax, targeted
subsidies and subventions, loans under privileged conditions, foreign currency, customs,
and other privileges. Privileges shall be provided according to the current legislation of

http://zakupivli.minfin.gov.ua/en/law/ukr laws/493 95-vr.html 11/02/2009
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Ukraine.

In case of failure to fulfill or improper fulfillment of a government contract for deliveries
of products for government needs, the guilty party shall pay a forfeit (penalty, fine)
envisaged by such contract, as well it should compensate the inflicted losses.

In case of a failure to fulfill obligations under a government contract, the provider shall
compensate losses, which were inflicted by improper fulfillment of commitments, in full
amount, in addition to paying a forfeit. Payment of a forfeit (penalty, fine), as well as
compensation of losses inflicted by improper fulfillment of commitments under a
government contract does not release the provider from the obligation to fulfill such
government contract in kind.

If a government customer fails to fulfill commitments under a government contract,
such government customer shall compensate the provider of government order losses
inflicted thereupon, including expected and uncollected profits.

A government customer shall have the right to refuse to pay for products in part or in
full, if they do not meet quality requirements established by the current legislation of
Ukraine and a government contract.

Disputes arising between government customers and providers of government orders
while concluding government contracts for deliveries of products for government needs,
introducing amendments in the process of fulfillment thereof, as well as compensating
inflicted losses, shall be considered by commercial courts according to the current
legislation of Ukraine. Government customers and providers of government orders shall
be exempted from paying state duty for filing a claim with a commercial court. When
considering such a suit, the relevant commercial court shall decide on the payment of
state duty in amounts envisaged by the current legislation of Ukraine.

Summary is prepared by Yaroslav the Wise Institute of Legal Information.
© 2002-2004. Yaroslav the Wise Institute of Legal Information.
All rights for the provided information are protected in accordance with the legislation of Ukraine.
Reference to Yaroslav the Wise Institute of Legal Information is obligatory when making use of these
materials.

tel/fax (380-44) 254-00-00 www.welcometo.kiev.ua e-mail: ili@ili.kiev.ua
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The Law of Ukraine On the Supply of Production for State Needs

This law defines the general legal and economic principles of forming, placing and fulfilling, on
a contractual basis, state orders for the supply (or procurement) of goods, works or services for
the purpose of satisfying the needs of the state by economic agents of Ukraine of all types of
ownership.

Article 1. Supply of Production for State Needs

1. State needs are the needs of Ukraine for production required to resolve social and economic
problems, maintain defence capability and security, establish and maintain the appropriate level
of state material reserves, implement national and international special purpose programs, ensure
the functioning of the bodies of government which are financed from the State Budget of
Ukraine.

A state order is the method of government regulation of the economy by determining, through
contracts, the types and volumes of products required for state needs, by distributing state
contracts for their supply (or procurement) amongst enterprises, organizations and other
economic agents of Ukraine of all types of ownership.

State customers are Verhovna Rada of Ukraine, other central bodies of state executive power of
Ukraine, the Government of the Autonomous Crimean Republic, the oblast, Kiev and Sevastopol
city authorities, government organizations and institutions, defined in the Law On the State
Budget of Ukraine and authorized by the Cabinet of Ministers of Ukraine to conclude contracts
with enterprises filling state orders.

Agency fulfilling the state order. State orders may be filled by economic agents of Ukraine of all
types of ownership which produce and supply products for state needs according to the terms and
conditions of the signed state contract.

State contract is a contract signed by the state customer on behalf of the state and by the agency
fulfilling the state contract, which stipulates the economic and legal obligations of the parties and
regulates relations between the customer and fulfilling agency.

2. Production for state needs shall be supplied through financing from the State budget of
Ukraine and other sources of financing.

The volume of funds for the procurement of the specified production shall be stipulated in the
Law On the State Budget of Ukraine for the given year and shall be determined by the Cabinet of
Ministers of Ukraine in the appropriate resolutions concerning the utilization of non-budget
financing.

3. The demand for the products required to ensure the fulfillment of the regional special purpose
programs (supply of products for regional needs) shall be determined by the Government of the
Autonomous Crimean Republic, the oblast authorities, and Kiev and Sevastopol city authorities
according to the provisions of this law.

The supply of products for carrying out regional programs shall be fulfilled, financed by the
Republican budgetary funds of the Autonomous Crimean Republic and by local budgets, and
also from non-budgetary sources drawn for this purpose.

4. The special relations which arise in connection with the establishing and placing the state
order for illustrating by mass media activity of state and local authorities, the supply (or



procurement) of agricultural products for state needs, food-stuffs, armaments and military
equipment, and also of other specially defined (specific) goods, shall be regulated by separate
legislative acts of Ukraine.

Article 11. Formation of State Orders, Distribution of Production for State Needs and Control
Over their Fulfillment

1. The State shall act as a guarantor of the state customer.

2. With the purpose of organizing works connected with forming state orders, distributing
production for state needs and implementing control over their fulfillment, the Cabinet of
Ministers of Ukraine shall determine and approve:

central bodies of the state executive power which coordinate the work of state customers in
distributing supplies of production for state needs, formulating state orders and inform state
customers about the volumes of the supplied products, balanced with financial resources, to
conclude state contracts with agents fulfilling state orders, otherwise is stipulated in the Law

A similar function in supplying production for the purpose of ensuring fulfillment of regional
programs, shall be performed by the Government of the Autonomous Crimean Republic, the
oblast authorities, Kiev and Sevastopol city authorities.

3. State customers:

shall choose, through competitive selection, proceeding from the interests of the state, agencies
to fulfill state orders with the purpose of signing state contracts with them; shall sign state
contracts with agencies fulfilling state orders; shall guarantee on behalf of the state, payment for
the products supplied for state needs according to the terms and conditions stipulated by the state
contract, to the agencies fulfilling the state order.

State customers may delegate part of their functions, on a contractual basis, to the appropriate
enterprises, institutions and organizations on terms determined by the Cabinet of Ministers of
Ukraine.

4. State customers shall be provided with financial resources in the amounts required for the full
payment of the state order by the Cabinet of Ministers of Ukraine, otherwise is stipulated in the
Law, and shall be responsible for satisfying state needs for the appropriate production.

5. Control over the fulfillment of the supply of production for state needs shall be carried out by
state customers and central bodies of state executive power specified in Part 2 of Article Il of
this Law.

6. The procedure of forming state orders, distributing the supply of production for state and
regional needs, and implementing control over their fulfillment shall be determined by the
Cabinet of Ministers of Ukraine, the Government of the Autonomous Crimean Republic, the
oblast authorities, Kiev and Sevastopol city authorities, as appropriate, while conforming to the
requirements of this Law and of other legislative acts of Ukraine.

7. By decision of the Cabinet of Ministers of Ukraine, the state customer may make necessary
changes in the state contract or terminate it according to the current legislation of Ukraine.

8. State orders for the supply of products shall be binding for the agencies fulfilling state orders,
which have been founded completely or partially on the basis of state property (government-



owned enterprises, institutions and organizations; joint stock partnerships in which the
controlling block of shares in the authorised fund belongs to the state; leasehold enterprises
established on the basis of state ownership) and also for economic agents of Ukraine of all types
of ownership which hold a position of monopoly on the market, if the fulfillment of the state
order does not inflict losses on the given agencies fulfilling the state order.

Article 111. Incentive for the Fulfilment of the Production Supply for State Needs

1. With the purpose of providing economic incentives for the fulfillment of state orders, agencies
fulfilling state orders may be granted privileges such as tax incentives, subsidies for special
purposes, soft credits, access to hard currency, duty concessions and other privileges.

Privileges shall be granted according to the current legislation of Ukraine.

2. Special quotas (state reservations) may be fixed, if necessary, on the enterprises and
organizations which supply the most important types of material and technical resources for the
compulsory sale of these resources to the agencies fulfilling state orders which are strategically
important or connected with maintaining the appropriate level of defence capability of the
country and its security.

The procedure of determining the list and the amounts of the material and technical resources
which are subject to state reservations shall be determined by the Cabinet of Ministers of
Ukraine.

Article 1V. Liability for the Non-fulfillment of State Contracts for the Supply of Production for
State Needs

1. If the state contract for the supply of production for state needs was not fulfilled or not
fulfilled correctly, the penalty (or fine, or charge) stipulated by the contract shall be collected
from the defaulting party and the losses which were caused, shall be reimbursed.

2. If the agency fulfilling the state order unreasonably refuses to conclude a state contract for the
supply of production for state needs in cases where this Law determines it to be compulsory, and
if its fulfillment is technically possible, the agency fulfilling the contract shall pay the state
customer a fine in the amount of the state contract's value.

3. If obligations on the state contract are defaulted, the agency fulfilling the state order, apart
from payment of penalties, shall reimburse the losses which were caused by the improper
execution of obligations in full amount.

The payment of the penalty (or fine, or charge) and the reimbursement of damages if the state
contract's obligations were improperly fulfilled, shall not exempt the agency from fulfilling the
state contract.

4. The state customer may refuse to pay for products if they do not meet the quality specified by
the current legislation of Ukraine and by the state contract.

5. If the state customer has defaulted on his obligations in state contract and also in cases
indicated in Part 7 of Article Il of this Law, the state customer shall reimburse the agency
fulfilling the state order the losses caused, including potential revenues. If the state customer
refuses to procure the products manufactured according to the state contract (except in cases
indicated in Part 4 of this Article) the agency fulfilling the state contract may sell the products at



his discretion. The customer shall also reimburse the agency fulfilling the contract additional
expenses connected with selling, and if sale of the products is impossible, the losses caused,
including potential revenues.

6. Disputes which arise between the state customer and the agency fulfilling the state contract,
when signing or making changes to a state contract for the supply of products for state needs,
when they are being fulfilled and also upon the reimbursement of damages, shall be considered
according to the current legislation of Ukraine by the arbitration courts. State customers and
agencies fulfilling state orders shall be exempted from paying government duties when filing a
claim in the arbitration court. When considering a case, the arbitration court shall determine the
amount of government duty as provided by the current legislation.



Ministry of Finance of Ukraine / The Law of Ukraine "On State Defence Order™ Page 1 of 2

Wednesday, 11 february 2009 Add to favourites ) &4 ) YkpaiHcbka | Pycckuit

President of Ukraine Verkhovna Rada of Ukraine Governmental portal Ministry of Finance

Ministry of Economy

Order of functioning of the system

Annual plans of the Government
Procurement

Advertisement about the planned
procurement or about the holding
of previous qualifications

Legal base

Forms of documents
News, articles, analytics
About portal

Questions and answers
Feedback

Site map

Search

Authorization
Login

Password

| |

Forgot your password?

| Legal base | Legislation on the public procurement issues | The Law of Ukraine "On
State Defence Order" |

The Law of Ukraine "On State Defence Order"

Date of Entry into Force:
April 3, 1999

Summary version

This Law defines general legal and economic principles of forming, placement, financing
and fulfillment of state defence order and regulates relations in this sphere.

Measures related to forming, placement and fulfillment of defence order which make
state secret shall be conducted with adherence to the legislation on the state secret.

Defence order is annually formed as a package of documents which is approved by the
Cabinet of Ministers of Ukraine after the Verkhovna Rada of Ukraine approves the State
Budget of Ukraine. It shall contain the list of state customers and providers,
nomenclature and number of products which are procured, volumes of works, services
and their value. Defence order shall be the ground for concluding respective state
contracts.

Defence order shall be made through the bodies of executive power which coordinate
activity of enterprises, institutions and organizations.

Defence order providers shall be chosen by conducting competitions (tenders) by the
state customers. In case the desired provider of defence order was not found on
competitive basis the defence order shall be put on:

- special government enterprises;

- state enterprises and organizations;

- joint stock companies in the statutory fund of which share holding belongs to the
state;

- lease enterprises and organizations established on state property;

- subjects of economic activity which are the sole producers or pursuant to the
legislation of Ukraine are recognized as such that occupy monopolistic (dominant)
position at markets of those types of goods which are the object of state defence order.

The state customers following from the approved basic indices of defence order shall
conclude with the providers state contracts which shall be compulsory fulfilled by the
latter.

Defence order shall be financed from the State Budget of Ukraine by special purpose
allocations to the state customers. Expenditures from the State Budget of Ukraine for
defence order financing are included in the list of protected expenditures and are
envisaged by a separate line for each state customer.

Results of scientific research and research design works, as well as technologies
obtained during defence order fulfillment shall be used on agreement with the state
customers.

In order to stimulate providers of state defence order the Law stipulates that they may

http://zakupivli.minfin.gov.ua/en/law/ukr laws/464-14.html 11/02/2009
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obtain privileges as regards to taxation, privileged donations and subsidies, credits on
privileged conditions, customs and other privileges. Besides, quotas for obligatory sale to
them of some kinds of raw materials, materials and component parts by the Ukrainian
enterprises may be set for such providers.

In case of non-fulfillment or improper fulfillment of defence order the guilty party shall
reimburse caused by it losses, forfeit (penalty, fine) to the other party. Payment of
forfeit (penalty, fine), as well as reimbursement of losses for non-fulfillment or improper
fulfillment of the state contract shall not remit the provider from its fulfillment.

Summary is prepared by Yaroslav the Wise Institute of Legal Information.
© 2002-2004. Yaroslav the Wise Institute of Legal Information.
All rights for the provided information are protected in accordance with the legislation of Ukraine.
Reference to Yaroslav the Wise Institute of Legal Information is obligatory when making use of these
materials.
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The Law of Ukraine "On Government
Procurement of Goods, Works and Services for
Public Funds"

Date of Entry into Force:
July 12, 2000

Summary version

The present Law establishes general legal and economic rules for performing procedures
for government procurement of goods, works and services.

The purpose of the present Law is to create competitive environment in this area,
ensure transparency in procedures for government procurement of goods, works and
services and achieve optimal and rational use thereof.

Chapter I of the Law specifies the terms used therein, scope of the law, authorities of
bodies of executive power in the field of coordinating procurement of goods, works and
services, the issues relating to non-discrimination of procurement participants,
conditions for protection of the domestic market.

Chapter Il of the Law provides for a detailed definition of the conditions for
procurement:

- the form of notifications during procurement procedures;

- the language used during procurement procedures;

- the procedure for declining participation in procurement procedures;

- the procurement procedures;

- qualification requirements to participants, etc.

Chapter I11 of the Law stipulates the procedure for open tender and tender with limited
participation. This Chapter is dedicated to:

- conditions for applying the procedures of open tender and tender with limited
participation with respect to procurement of goods, works, services;

- the procedure for submission of tender documents;

- the procedure for submission of tender proposals and for securing them;

- the procedure for opening, evaluating and comparing tender proposals;

- the procedure for rejecting tender proposals;

- the procedure for canceling tender or recognizing the tender as not taking place;
- the procedure for accepting the winning tender proposal and concluding the
procurement agreement, etc.

Chapter IV of the Law deals with the procedure for two-stage tender. Thus, it includes
conditions for application of the procedure for two-stage tender and the procedure for
inviting participants to a two-stage tender, as well as deadlines for submission of
preliminary tender proposals.

Chapter V of the Law is dedicated to procedures for requesting price proposals
(quotations) and procurement from one participant. The Chapter covers the issues on
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Ministry of Finance of Ukraine / The Law of Ukraine "On Government Procurement of G... Page 2 of 2

applying procedures for requesting price proposals (quotations) and conditions for
application of the procedure for procurement from one participant.

Chapter VI of the Law covers the issues related to the procurement agreement. The
Chapter includes key requirements to the procurement agreement, such as: the
procurement agreement shall become valid on the date when it is signed by the
customer and the participant, determined as the winner of the procurement procedures,
or the procurement agreement shall be concluded only in writing and in accordance with
provisions of the Civil Code of Ukraine.

Chapter VII of the Law is dedicated to issues of appeals against application of
procurement procedures. This Chapter determines the right to appeal actions of the
customer, the procedure for submission and consideration of claims against the
customer violating the procurement procedures, responsibility for violation of the
legislation on performing government procurement of goods, works and services.

Organizers, customers of tenders and their participants shall bear administrative or
criminal responsibility according to the Laws of Ukraine for violation of requirements
established by the present Law and other normative and legal acts developed for
implementation thereof.

Summary is prepared by Yaroslav the Wise Institute of Legal Information.
© 2002-2004. Yaroslav the Wise Institute of Legal Information.

All rights for the provided information are protected in accordance with the legislation of Ukraine.
Reference to Yaroslav the Wise Institute of Legal Information is obligatory when making use of these
materials.
tel/fax (380-44) www.welcometo.kiev.ua e-mail: ili@ili.kiev.ua
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Bohdan Danylyshyn: State procurement is in the focus of attention of the Ministry of
Economic Affairs. Revised version of the Act "On public procurement" will be compliant
with international standards, requirements of EU and WTO and modern demands of the
public

25.03.2008 | 12:25 | Minister's press service

The head of economic department has told that reduction of things in public procurement domain to an order is
one of the top-priority objectives of the Government.

According to B. Danylyshyn, the main problem is distribution of guiding functions of the state, regarding
monitoring, control and coordination of public procurement, between different executive agencies, legislative organs,
public organizations and business entities. That distribution had resulted in the lack of coordination, duplication of
functions of various agencies and had not provided integrated state policy of public procurement, development and
implementation of which is, according to the Constitution, under cognizance of the Government. In fact, the Cabinet
had been put aside of public procurement process management.

A lot of complaints and appeals had been sent to the Government from executive agencies and local
authorities, including representatives of cities, villages, enterprises, organizations and individuals. Existed system of
public procurement had been characterized by complexity of its procedures and necessity to pay considerable amounts
of money for information distribution, as well as other charges, applied to both clients and participants of public
purchases. That’s why public purchases gradually had become too burdening for the budget, manufacturers and
service providers.

The Tender Chamber, created as an instrument of public control, gradually transformed into administrative
agency, which had obtained the functions of market regulator without any responsibility for results of its work.

“By reference to complaints and appeals, received by the Ministry of Economic Affairs, - the Minister has told, -
paid advertisements and Web publishing of other information, regarding public procurement, had been declared as
major negatives of the law in effect. As a consequence, application of abovementioned provisions had resulted in
monopolization of public procurement, increase in expenses of public funds’ administrators and tender participants. At
the same time, distribution of information on public procurement, public availability of which should be provided by
the clients, had become dependent on certain private business entities.

Diminution in cost limits that provide obligatory application of the law (for food and services — down to UAH 20
thousand and for work — down to UAH 50 thousand) had become another negative factor. Such diminution had
entailed a decrease in economic efficiency of public funds spending, because additional human and financial resources
should be attracted for organization and execution of public procurement”.

Bohdan Danylyshyn had pointed out at such negative as obligatory registration of tender participants in Topical
Catalogues according to different procedures, which had resulted in restriction of participation in tender procedures
and entailed additional expenditures on the part of tender participants. As a result, tender participants had included
those expenses in the price of their goods.

According to the head of economic department, redundancy of Tender Chamber’s powers, regarding public
procurement system, such as obligatory depositing by public purchases participants of tender and contractual security,
had resulted in competition blocking, excessive consumption of state funds and, in certain cases, had disabled
competitive execution of public procurement procedure, inasmuch as business entities didn't want to take part in
tender on such terms, and those business entities, which had managed to participate in tender, had included their
expenditures in the price of tender proposal, damaging the state in so doing.

“Necessity of modification and improvement of existing public procurement system had become the top-priority
objective of the Government. — Bohdan Danylyshyn has stated. — Taking into account the existing situation, the
Verkhovna Rada of Ukraine, on March 20, 2008, had revoked the law “On public procurement of goods, services and
work” and commissioned the Government to develop temporary provisions on public procurement of goods, services
and work, based on provisions of the Act, that was in effect as of November 17, 2004”.

“Such draft temporary provisions, developed by the Ministry of Economic Affairs with the participation of the
Ministry of Finance and Ministry of Justice, - the head of economic department had stressed, - will settle
abovementioned problems, existing in domain of public procurement of goods, services and work, and grant an
opportunity to effect public purchases up to adoption of revised version of the Act”.

“Inter alia, - the Minister has told, - those provisions provide free of charge distribution of information on public
procurement in “Public procurement courier” and other state-owned mass media, such as Web-sites of the clients, as
well as by the agency of other means of information. According to international experience, preliminary information
(advertisement) on public procurement shall be published on official state-owned Web-page, while detailed
information on the progress of tender shall be published on clients’ own Web-sites, web addresses of which will be
obligatory specified in advertisement on procurement”.
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Furthermore, according to B. Danylyshyn, cost ceiling, applied to procurement of goods, services and work, had
been uplifted; provisions on obligatory maintenance of Topical Catalogues and registers of tender participants had
been abolished; Tender Chamber had been deprived of the best part of its powers and the Ministry of Economic Affairs
had been appointed as an authorized agency.

Collegial council had been established at the Ministry of Economic Affairs. That council shall consider the
complaints and provide the Ministry of Economic Affairs with its approval for purchases from single executor or for
limited participation purchases. Furthermore, at least, two selling propositions shall be placed on tender and no tender
and/or contractual security shall be required.

“Adoption of those temporary provisions, - the Minister of Economic Affairs had stated, - will considerably
simplify and make the public procurement cheaper, as well as will settle the most part of topical issues, existing
nowadays in that domain”.

According to decision made by the Verkhovna Rada, new revised version of the Act “On public procurement”
shall be developed within 2 weeks. That redrafted Act shall be compliant with international standards, requirements of
EU and WTO and modern need of the public.

“The main objective of that Act consists in emerging role of the Government and executive agencies in public
procurement system, together with concentration of principal regulatory and monitoring functions within the
competence of single body, authorized for public purchases performance”, - B. Danylyshyn had perorated.

http://me.kmu.gov.ua/control/en/publish/printable_article?art_id=116175
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A conference-seminar on "Development of public procurement system in Ukraine and -
ways of its improvement' had taken place =1
22.07.2008 | 17:14 | Minister's press service printer friendly

The Ministry of Economic Affairs, with the participation of representatives of central and local executive agencies, has held a
conference-seminar on “On development of public procurement system in Ukraine and ways of its improvement”.

The members of Advisory and Methodological Council, senior officers of public procurement department and legal department of the
Ministry of Economic Affairs, representatives of “Public procurement news” bulletin, Department of Treasury and Audit Chamber have made
their presentations and briefed the participants of the conference on amendment of legal procedures applied to public procurement domain,
explained certain provisions of Temporary Regulation, informed on regulatory and procedural guidelines in effect, as well as answered the
questions asked by participants of the seminar.

The Head of Advisory and Methodological Council, Deputy Minister of Economic Affairs of Ukraine, Yuri Vitrenko, in the course of his
speech has told that public procurement domain in any country is an important instrument of social problems settlement and influence of the
government on various sectors of economy.

“The main objective of this conference-seminar, - Yuri Vitrenko has stressed, - is to identify and settle jointly the problems that affect
public procurement domain”.

Furthermore, the participants of the conference had discussed: legal aspects of procedures applied to public procurement domain; the
procedure of registration of public procurement applications; terms of those applications publishing; capital errors; procedure of registration
of obligations under the contracts executed after public procurement procedures completion; the list of documents required; reconciliation of
procurement from a single participant and with limited participation; public procurement complaints procedure as well as the training of
members of tender committees.

During the seminar its participants have remarked on improvement of both authorized agency and public procurement domain
operation in Ukraine.

In the end of the meeting Y. Vitrenko has told that such conferences are of great importance, inasmuch as they enable settlement of
a number of practicalities regarding public procurement domain by the experts of both the Ministry of Economic Affairs and other authorities.

Something like 200 people have taken part in the conference.
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Bohdan Danylyshyn: Improvement of public procurement system is a top priority
objective of the Ministry of Economic Affairs of Ukraine
11.12.2008 | 17:24 | Of current interest

In 2008, the public procurement system of Ukraine had been subjected to a number of institutional and
procedural modifications. Inter alia, on 20.03.2008, the Verkhovna Rada of Ukraine has adopted the Law of Ukraine
No. 150-VI “On invalidity of the Law of Ukraine “On public procurement of the goods, work and services” (that had
become effective since 02.04.2008).

Since that time public procurement domain had been governed by Temporary Provision on public procurement
of the goods, work and services, validated by the Order of the Cabinet of Ukraine No. 274, dated 28.03.2008.
According to Section 2 thereof, the Ministry of Economic Affairs had been entrusted with duties of specially authorized
central executive agency, responsible for coordination of public procurement of the goods, work and services.

For the purposes of successful discharge of its functions, the Ministry of Economic Affairs had formulated a
number of regulations required for public procurement system operation and effected certain organizational
arrangements. Inter alia:

Public procurement department had been established in the Ministry of Economic Affairs as its separate
structural subdivision;

In order to comply with the principles of transparency and openness of public procurements, the Authorized
Agency had resumed publication of “Public procurement courier” news-bulletin, where the ordering customers could
place their procurement advertisements free of charge. In addition, “Public procurement” Web-portal
(http://www.tender.me.gov.ua) had been brought into being by the editorial staff of “Public procurement courier”.
Users are able to access the information published on “Public procurement” Web-portal, free of charge;

Consulting and methodological council on public procurement had been established pursuant to the Temporary
Provision. That council is authorized to give consideration to the claims, lodged by tender participant prior to entering
the contract on procurement. Furthermore, the council is entitled to adjust the procedure of tender with limited
participation and procedure of procurement from a single participant.

Moreover, the Ministry of Economic Affairs had developed the draft Law of Ukraine “On public procurement of
the goods, work and services”. Abovementioned draft Law had been approved by the Government and submitted to
the Verkhovna Rada of Ukraine. On 20.05.2008, the Verkhovna Rada of Ukraine had adopted the draft law in the first
reading (Reg. No. 2263-1).

On October 9, 2008, the Constitutional Court of Ukraine had delivered a judgment No. 22-prn/2008 (made
public on October 16, 2008), pursuant to which the second paragraph of Section 2 of the Final provisions of the Law of
Ukraine “On invalidity of the Law of Ukraine “On public procurement of the goods, work and services” and the Order of
the Cabinet of Ukraine No. 274, dated 28.03.2008 “On public procurement of the goods, work and services” had been
found inconsistent with the Constitution of Ukraine.

In order to settle legal relationship in public procurement domain, the Cabinet of Ukraine had adopted the
Provision on public procurement of the goods, work and services (hereinafter referred to as the Provision), approved
by the Order of the Cabinet No. 921, dated 17.10.2008.

On 19.11.2008, the Cabinet of Ukraine had adopted the Order No. 1017 “On amendment of the Provision on
public procurement of the goods, work and services” (that had become effective since 25.11.2008), which had
validated a restated version of the Provision.

During the period of harmonization of regulations, issued by the Ministry of Economic Affairs, with the Order of
the Cabinet of Ukraine, No. 1017, dated 19.11.2008, those regulations may be used to the extent, being not in conflict
with abovementioned Order.

At present, the Ministry of Economic Affairs is engaged in harmonization of regulations regarding public
procurement domain with restated version of the Provision.

At the same time, the Ministry of Economic Affairs continues to improve regulatory and legal framework,
applicable to public procurement domain. The Ministry had formulated a draft order “On validation of procedure of
amendment of essential conditions of the contract”, which, at present, is to be approved by Derzhpidpryyemnytstvo.

In addition, the Ministry of Economic Affairs, with the participation of international experts, had formulated and
completed its propositions on improvement of the Law of Ukraine “On public procurement of the goods, work and
services” (Reg. No. 2263-1), adopted in the first reading.

It should me mentioned that both the amendment of the laws on public procurement and the activity of the
Ministry of Economic Affairs in its capacity of authorized agency, had resulted in positive developments in that domain.

For example, in contradistinction from the previous system, when all costs related to creation and publication of
printed matters, electronic information systems and verification systems, generally, had been borne by private
business entities at the expense of monies of ordering customers and tender participants, the law in effect provides
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free of charge publication of advertisements in “Public procurement courier” news-bulletin and on “Public
procurement” Web-portal. That grants an opportunity to save the monies of ordering customers and participants, as
well as enables observance of the principles of openness and transparency in public procurement domain.

According to the information, provided by State Statistical Committee (dated 31.10.2008), gross annual
amount of state funds, expected to be used by the ordering customers in 2008 for public procurement of the goods,
work and services, had made UAH 213.104 million, or, in other words, had grown by 16.3% YoY. That amount
includes the funds of: state, federal budget-supported and municipal enterprises — UAH 37 925 million (17.8%);
business entities with state-owned share exceeding 50% - UAH 112 293 million (52.7%); State Budget, the budget of
the AR of Crimea, local budgets, Pension Fund, Social Insurance Funds, State Purpose-Oriented Funds, funds of the
NBU and state purpose-oriented credits — UAH 62 886 million (29.5%).

In January to September, 2008, following the results of public procurement tenders, the ordering customers
had entered contracts to the gross amount of UAH 138 409 million, including the contracts, executed by: the Ministry
of Fuel and Energy and lower organizations — UAH 7,658.5 million (55%); Ministry of Transport and Communications —
UAH 14,373.1 million (10.4%); State Service of Motor Roads — UAH 8,444 million (6.4%); Ministry of Coal Industry —
UAH 5,228.8 million (3.8%); Kyiv Municipal State Administration — UAH 4,889.2 million (3.5%).

According to the analysis made, amendment of the laws on public procurement had a positive effect on
improvement of competitive environment in that domain. Simplification of tender participation procedures, such as de-
commercialization of public procurements domain, had resulted in an increase in average number of public
procurement participants from 2.7 up to 3.3 participants per one announced tender (during open tenders — from 3 up
to 4 participants).

Furthermore, one of the most important indices of competition in public procurement system is the share of
procurement from a single participant in gross volume of public procurements effected. In Il to 11l quarter, 2008, the
share of contracts, executed as a result of non-competitive procedures application (procurement from a single
participant), in gross volume of contracts entered, according to official statistical data, provided by State Statistical
Committee (pursuant to ordering customers’ reports made under the form No. 1-tenders), had made 17.55%. In |
quarter, 2008, prior to the decision, made by Interdepartmental commission on public procurement of the goods, work
and services with regard to validation of the procedure of procurement from a single participant, abovementioned
share had made 77%b. The information about considerable diminution of the share of non-competitive procedures is
confirmed by the data, provided by the Ministry of Economic Affairs, on gross volume of procurements from a single
participant.

So, actual level of competition had been improved, as against the previous year. Growing number of
advertisements about open tenders is indicative of intensive application of competitive procedures of public
procurement, as well. During 9 months, 2008, the number of open tenders had grown by 30% YoY.

In summary, the Ministry of Economic Affairs, in its capacity of the agency, authorized for public procurement
coordination, successfully discharges the duties, entrusted to it, arranges conditions favorable for creation of
competitive environment in that domain and promotes observance of the principles of openness and transparency in
public procurements system.
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Several Bills appertaining to the Law 'On The Public Procurement of
Goods, Works and Services' are under preparation by The Economic Policy
Committee

(Information Department)

The People Deputies have produced 14 such Legislative initiatives,
among them those related to Information Protection, Tender Bids,
Clarification of Administrators of Public Funds, Supervision of the
Distribution of Public Funds, Public Procurements, The Procurement
System, Contract Registers, and also to improved organization in the
preparation of and participation in Sporting Events of the National
Teams, and Procurement Procedures in the areas of Construction and
Utilities, etcetera.

The Draft on Amendments to the Law ‘On Public Procurement of
Goods, Works and Services™ (appertaining to Tender Bids) (Reg.
No0.1011-1) proposes to improve the existing procedure for Public
Procurement. The number of Tender Bids required to effect
Procurement is reduced from three to two. The list of Procurement
subjects, to which this Law does not apply, is extended to resolve the
problem of procurement of specific Goods, Works and Services. The
functions of the authorized body for Public Procurements will be vested
in The Ministry of Economy of Ukraine, instead of The Anti-monopoly
Committee of Ukraine, as suggested in the Draft.

Another Draft ( Reg. No. 1011-6) aims to improve provisions on the
system of bodies responsible for State supervision, monitoring and
coordination of Public Procurements, appertaining to effecting
competitive Procurement Procedures together with The Procedure of
Dispute (Appeal) Settlement in The Public Procurement Court.

This Draft envisages that the functions of coordinating Goods, Works
and Services Procurement 'are vested in a wide system of Public
Authorities, including The Ministry of Economy of Ukraine'. The Inter-
departmental Committee on Public Procurement must be dissolved, with
the subsequent transfer of its functions to other bodies. The Inter-
departmental mechanism used in procurements is cancelled, and in its
place is introduced a mechanism of Prepayment under Procurement
Contracts.
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