Case No. 15

Contract: CT/WSC/T/27/2002 — Tender for the supplyjnstallation and
commissioning of Multi-Terminal Hand recognition System

The Public Contracts Appeals Board, constituteMofA. Triganza, who chaired the
proceedings, and Messrs. A. Pavia and E. Muscatr(Belembers), met to consider
the appeal on thé”3ecember 2003, the ¥&@anuary 2004 and TMay 2004.

The call for offers, with an estimated value of 5,000 was published in the
Government Gazette between 21.06.2002 and 19.(Z\&(d0 the closing date being
finally extended to the 2DAugust 2002.

Tenders were received from seven companies, twdhwh included an alternative
offer.

Following the necessary adjustments in pricesected as explained in Section 1.15
of the Adjudication Report “to adjust for some deggancies within the tenders”, the
cheapest offer ended up being the one submittéddsgrs. AlS (Option 1) for a
global price of Lm 8,728.50. The other offers udz#d the ones submitted by
Messrs. J. Grima & Co. Ltd. (Lm 8,811.76); AIS (@pt2) (Lm 9,476.00);

Databyte Computer Services Ltd (Lm 12,073.45); D&gstems (Lm 13,850.30);
Megabyte Ltd (Lm 21,929.00); Alberta F&S (Option(Rjn 22,550.00)

and Alberta F&S (Option 1) (Lm 26,575.00).

The Adjudication Panel was made up of Mr Antoinde@dFinancial Controller) who
acted as Chairman whilst Ing. Antoine Psaila andAkthony Camilleri were the
other members.

According to the adjudication report dated 26.062the cheapest overall offer was
that submitted by tenderer Messrs. Advanced In@dSystems Limited, an offer
which was however, not considered by the AdjudacaBoard to be up to the
required specification in that it failed to meetagraph 6.13Nlethod of

Adjudicatior) of the tender specifications. As a consequehesBoard decided not
to consider further this offer.

According to the Adjudication Board, the first temdhat was compliant to
specifications was the one submitted by MessrsabD8kstems Ltd, originally the
fifth cheapest.

Following the publication of such recommendationsskts. Advanced Industrial
Systems Limited filed an objection with the Directd Contracts on 28July 2003.



The following persons attended all or at least @amg of the public hearing sessions:

Water Services Corporation
Ing. Anthony Rizzo — Chief Executive
Dr Nicolette Cassar (Legal Representative)
Mr Antoine Galea (Chairman — Adjudication Board)
Ing. Antoine Psaila (Member — Adjudication Board)
Mr Anthony Camilleri CPO (Member — Adjudicatioro&rd)

Advanced Industrial System Ltd
Ing. Mario Schembri (Managing Director)
Mr Kevin Schembri
Ms Odette Schembri

Dakar Software Systems
Mr David Schranz (Managing Director)
Mr Reuben Vella
Mr Godfrey Farrugia

Other Witness:
Profs. Robert Ghirlando (Ex-Enemalta Chairman)
Ing. R. Azzopardi (Enemalta)
Mr David Schranz (Dakar Software Systems)
Mr Tarcisio Mifsud (Financial Controller, Enemeit
Mr France Muscat (IT Manager, Malta Shipyards)
Mr Victor Mifsud (Project and Systems Manager,|tsl&hipyards)
Mr Martin Bajada Technical & Information Technology Forensic Conanf}

Ing. Mario Schembri, representing AIS Ltd, gaveoaerview of the tender. He said
that this project consisted of three main deliveErsbnamely:

I. Hand Reader Terminals (clocks)
Only five terminals were requested in the origitahder documents.
Eventually, this quantity is expected to increasgfty (maximum).

il. A Time and Hand Reader Software
The system had to have the ability:-
(a) to collect information from these hand reader teatsand
(b) to work out the number of hours worked;

iii. A Time and Attendance Software
This had to be seamlessly integrated with the Haedder Terminals as
well as the existing Payroll and HR Software.

He said that their major objection was based orAtljadication Board’s report as far
as their offer was concerned. He alleged thatdtements and conclusions contained
various inaccuracies.

Mr Schembri said that in thidajor qualifications’, the Board did not mention the
strongholds of AIS. He stated that it was the oobynpany in Malta that was
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officially recognised as the ‘Authorised Resellfer* these hand reader terminals and
the only Certified Repair Centre in the Mediterrame Also, he said that AIS had

been installing these type of systems since 198d,that at present they had about
100 different installations and over 20,000 empésye/ho every morning clocked on

their hand reader terminals.

With regard to Experience, wherein it was stated thaiAlS Ltd. carried out a
number of hand reader installations. Details oferences were not providede
said that it was not true that references werepnotided. He exhibited a list of all
their clients who used Hand Recognition Systemallest by AIS including two
particular references, namely Enemalta Corporamhthe Malta Drydocks (MDD).

As far asNotes and commentslisted hereunder were concerned, Mr. Schembdi sai
that:

Re Point I the tender document did not specify that terrhgpayments were
required. They set payment terms in the absehasyo

Re Point 2  contrary to what was stated in the reporining course details were
given in the bills of quantities wherein it was icated that they were
offering 10 sessions of 2 hours each.

Re Point 3  the number of 6 hour battery backup agaiteshll was a type written
mistake. In fact in para. 5.8 of AIS’s officialfer relating toPower
Supply (page 14) it was stated th#té readers will be backed by an 8
hour battery backup supply

Re Point 4: in their proposal they included the price for 18ath maintenance and
support service undeéervice Contract which amounted to Lm1,275
for 150 hours of maintenance service.

Re Point 5: it was not AIS which indicated that the HR softevavas not installed
but the tender documents since on page 8 item 5.Hbftware
Interfacing it was stated thatit' is our (WSC) intention to replace
existing leave management software with the Dakan&h Resources
softwaré. Following this they requested to carry out & siisit and
WSC had the payroll software installed which they dot find any
difficulty to integrate with. It was confirmed thd the HR software
was of the same structure as the payroll, they evawdt find any
problems to integrate with it.

Re Point 6: they had a dictionary that had the ability to gnege with their system.

Re Point 7: when the system was being installed, Enemalta gethaMs Anna
Darmanin (Personnel Manager). One of her tasks twakelp the
contractor integrate the system. However, she ftmadesign as
Enemalta Management boycotted and completely msblaher.
Notwithstanding this, the system was installed &ad still being used
by the employees who were punching on their systdimen,

Mr. Schembri quoted from Ing. R. Azzopardi's lettlated 8 August
2003, in which he confirmed thahe time and attendance system has
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also been integrated with other modules, and dat@xported into
third party databases used for our Human Resouroégrmation

systems’ He added that every year Enemalta renewed ti@enance
contracts. As a result, he did not understand howas stated that
‘Enemalta had bitter experience mainly on the imigrfg of the
system offered by AIS with Enemalta payroll andg8Rware, which
are of DAKAR Systems.

Re Point 8: although paragraph 6.13 of the tender specifinaticequested that
‘References of successfully completed similar pt®jen Malta
(minimum 2) must include availability of such comiga for site visits
by WSC personnel at any time during the adjudicastagé AlS did
not have the opportunity to present their systeth@tMalta Drydocks
which had a similar system integrated with DAKARta@re payroll
and the human resources system. It was also pomie¢dhat the
system used at the Westin Dragonara is anotheeraysthich they
integrated with DAKAR software. Apart from thideir system was
integrated with various other companies that predigayroll and
human resources systems, such as Malta InternhtAinaort and
Tumas Group.

As regards the warranty clause, in the report & gtated that AIS did not give them
the three-year warranty period as requested. Nwe®ori stated that they offered
twelve-month warranty and gave them an extendedawby.

In her intervention on behalf of the Water Servi€esporation (WSC),

Dr Nicolette Cassar insisted that WSC wanted aegysthich integrated with their
system as specified in pagdtém 2.0 Scope of Works- point no 3 - which stated
that the tenderer was expecteddarry out any programming and configuration of
hand reader software to integrate with the existiteyroll and HR software. She
said that WSC wanted references to determine homag capable to integrate its
system in other companies. She confirmed that guBmitted two references as
requested, namely Enemalta and MDD. However,cthiened that, although the
system was working, when they held meetings witkrialta to enquire about their
experience with AIS, it resulted that it was nategrated. She said that although
Enemalta insisted for an integrated system, suiglgiation never materialised. With
regard to the period of guarantee, she said that warranty was not according to
specs because AIS offered only one year guarantbeaw extension for 3 years and
at a price.

Then, Mr Schembri quoted from Ing. R. Azzopardéstdr dated 8 August 2003\s
part of the same project, Advanced Industrial Systetd. supplied Enemalta
Corporation with a Time and Attendance Database &fgment System, which
processes the data, collected from the Hand Retiogrterminals into various Time
and Attendance Reports. The Time and Attendayster8 has also been integrated
with other modules, and data is exported into thpatty databases used for our
Human Resources Information systems.’

Mr Rizzo confirmed that this was what they requitaat he said that facts were
completely different. The main issue was the ligkand integration. Mr Rizzo said
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that when they visited Enemalta, which had manytesys similar to WSC, they
categorically told them that their system was ntggrated.

During Prof. Robert Ghirlando’s (ex Chairman, Enden&orporation) testimony he
declared that they had problems with the integnatbthe hand recognition system
provided by AIS. Also, he said that at first thegd support services problems but
afterwards things improved. They had spent aflohoney and so this justified the
pressure put on AlS to implement the system. ¢t ebout Lm70,000. He said that
Enemalta had a Dakar System and the problem wadetianically the integration
could not be done because the information on titebdae of the palm reader system
could not be transferred to DAKAR System.

During Profs Ghirlando’s testimony, Mr Schembriteeated that they had problems
because the organisation did not accept the syshemg was resistance to change and
because of internal management and administratreblgms. He insisted that
although MDD had the Dakar System, it worked. Alge said that the DAKAR
System was more expensive.

On the other hand Mr Rizzo remarked that once itsereference failed they did not
feel the need to go to MDD. He said that when aankalta employee punched, the
system did not provide a hardcopy receipt, whicls sl being done manually. He
insisted that WSC wanted a complete and seamlésgration with their existing
payroll and human resources information system.

Ing. Ray Azzopardi, Assistant Human Resources Man@gnemalta), confirmed the
contents of the letter dated 8 August 2003. Wiskedto declare whether
Enemalta’s system was integrated, the reply givas w the negative. He said that
the system was a stand-alone one. Records ofieadaave, sick leave and so forth
were kept on a different program and that the sa#whereof was made in-house.
When asked by Dr Nicolette Cassar to explain whgdid that the system was
‘integrated with other modulgde replied that it was not software-integrated.

Ing Ray Azzopardi declared that the server wasloaded and was slow to retrieve
data.

Mr Rizzo quoted from Minutes of Meeting held at Eradta Corporation on
7 March 2003 which confirmed that the integratiathvpayroll and human resources
was not carried out and that the database was slow.

Mr David Schranz, Managing Direct@akar Software Systemstated that there was
not even one site where they had installed a systieich was not integrated with
theirs. They specialised on a whole, completeiatedjrated software solution, that
is, from employees’ punching till the issue of dgysAlS was not capable to issue a
payslip. He said that they created an employeg @mte in payroll/human resources
and that no export, import or intermediate fileseveequired. They offered a one-
stop-shop system. There was not even a singlalletsdn in Malta with a DAKAR
System which had a seamless integration with gireiduct and which did not need
their intervention for integration. This was doethe fact that their data was
completely encrypted for security purposes.



Mr Schembri requested that they should be giveesscto DAKAR databases so that
they could build their system therein and use sdatabases since they had the
software and hardware to meet WSC needs.

He also said that MDD system, which had a Dakateé®yswas more similar to WSC
system since it used the same software that wag) lodfered to WSC. He said that
the most advanced system they had was at MDD, whas the same system they
were recommending to WSC. MDD had remote sitebiwithe same organisation
namely, Manoel Island and Malta Shipbuilding. Td@ministration office of the
MDD was remotely connected with the punching stetioMr Schembri added that it
was being given the impression that AIS was noabbgpof integrating the systems.
He invited WSC to go to MDD because they had a $&Essintegration system which
had similar software.

During the second hearing session, Mr. Rizzo ratiéer that AlIS’ system did not
satisfy WSC’s needs as it did not meet specificatio The Time and Attendance
System offered by AIS did not satisfy the tendendstions since it could not be
integrated seamlessly with the existing Payroll Biodhan Resources Software. They
wanted a system which could be updated automaticaithout any human
intervention. He said that when they inspectedntai&’s system, which was one of
the references provided by AIS itself, it resultiedt it was not integrated seamlessly.

Mr Rizzo drew the Appeals Board’'s attention to fhet that following the first

session, he received a telephone call from Mr Sbhieduring which conversation
the latter asked him if it was possible to arrasgenething or to reconsider the
position. However, Mr Rizzo reminded him that irewi of the appeal he could not
consider anything and that the matter should beudsed before the Board. Mr
Schembri clarified that, in view of the fact botbngpanies (AIS and WSC) worked
together and the fact that they commissioned aesysthich was critical to them,
they did not want that such an issue would jeopartheir good working relationship.

Then, Mr Rizzo said that AIS offered a Hand RecbgniSystem using the Handkey
Il hand reader which was an Access Control Readdrr®t a Time & Attendance
Terminal. He tabled two brochures to prove hisnpoiAlso, he claimed that the
former system did not support internet. Theseestahts were categorically denied
by Mr Schembri who stressed that the specificatiminboth systems were identical
and that both supported internet. He explainetidha system was marketed and not
designed for security and access control applicatiad the other for time and
attendance purposes. He said that in Malta the kégntl was used as Time and
Attendance.

Mr Tarcisio Mifsud (Enemalta Corporation) admittiéndit, from his experience, such
contracts never met expectations. He said thathtéed readers and Time and
Attendance (T & A) software were purchased from AlBile the Payroll software

was procured from Dakar. Mr Mifsud said that whieeytbought the T & A software,

it was believed that their wages software would tout to be compatible with this
system. He added that the system still requiréensxwe manual intervention.

With regard to the HR System, Mr Mifsud said that Wwas not in a position to

comment. At this point, Mr M Schembri intervenedlalaimed that Enemalta’s HR

System was developed in-house, the T & A system wegrated with the HR
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System and that the major problem was the integrasf the HR System with the
Wages System.

During his cross-examination, Mr Mifsud confirmedat AIS’ system was not
seamlessly integrated since it required manualrnatgion. He said that every
morning, when workers punched, the HR had to seiperaon to check who was
present or absent. However, he declared that hiel oot tell whose fault it was that
the system did not work. All he knew was that tséarted with a contract that was
supposed to cost so much and then, due to the okedditional software and
programmes, Enemalta ended by spending much niéeesaid that, as far as he was
aware, it was thought that such a system would ¢atethe whole Corporation and
not for one user only.

Mr Mifsud contended that there was manual intefeentiue to the system and not
due to resistance to change or because of intemamtagement/administrative
problems between the Wages Department and the HiReaaurces. However, Mr
Schembri emphasised that anything Enemalta reqliésténtegration was delivered
successfully.

At this point Ing. Rizzo made reference to the nesuof meeting held on 7 March

2003 wherein it was indicated that the Time anceAdince was not integrated with
the Payroll and Human Resources and that they dvahter data manually in the

payroll software and HR software. Thus, he coultl vmaderstand how the supplier
was stating that the system at Enemalta was irttjyré&lonetheless, Ing Schembri
insisted that the integration of the system wasomptished as far as Enemalta
requested it to be. He added that the informatafected by the hand readers was
used by the HR and T&A and that they were integratele said that irrespective of

what was stated about Enemalta’s system, the ¢ddala Drydocks was completely

different.

Both Mr Victor Mifsud and Mr Francis Muscat (Mal&hipyards) confirmed that their
system was supplied, installed and commissionedIByLtd. It was stated that 32
Hand Recognition terminals were installed at 8 eddéht sites, namely Cospicua
Drydocks for the industrial grades (2) and at théngipal gates (2), Malta
Shipbuilding (2), Manoel Island Yacht Yard (1) a@Ratasoli Tank Cleaning Farm (1).
The shipyards depended on automated Time and AdteedSystems based on Hand
Recognition Technology to manage the attendandiesf workforce. Mr Mifsud
stated that after the merger of the Malta Drydoakd the Malta Shipbuilding, the
systems at both yards were easily integrated withoy problems.

Then they gave technical information of how intéigra among the systems was
carried out. The Time and Attendance system tramrsfedata collected from the

Hand Recognition terminals to the Dakar payroliteys The Time and Attendance
was also integrated with Human Resources systenchwhsed Visual Personnel
Software. This software was widely used in Europe &as relatively cheap. Leave
information which was kept on the Human Resourgetesn, was exported to the
Time and Attendance database every evening. It seasirmed that AIS system

could be interfaced with other different softwapplécations and that when they had
to change requirements, it was flexible enough ¢ettheir needs.



Mr V Mifsud declared that the Time and Attendangstam distributed information
automatically to all departments/centres electahic by e-mail.  Since the
introduction of the Automated Time and Attendangstem they were in a position to
develop Management Reports for decision-making.

In reply to a specific question regarding seamies=gration, Mr Mifsud stated that
for them it was seamless because although the &iltendance, Human Resources
and Payroll had three different and separate ds¢sb@AlS, Visual Personnel and
Dakar respectively), data flew smoothly from onstegn to another automatically.
They were satisfied with the system because onlgXneption human intervention
was needed.

When Mr Mifsud was asked about the function of Handkey Il reader, he replied
that the Access Control Reader and the Time & Af@ce Terminal had the same
function.

In his concluding submission, Ing Schembri said tha system at Enemalta was
installed as required, that is, T&A system was graged with the HR system
automatically while manual intervention was reqdifer the Payroll. From Mr

Tarcisio Mifsud’s testimony, it was establishedttliavas not AlIS’s fault that they

did not manage to interface the T&A with HR and nedlysoftware. On the other hand
the IT and the Project & Systems Managers at thiéaVEBhipyards were more than
happy with AIS system. In fact, it was confirmedattithe T & A system was

integrated seamlessly with the HR and Payroll. praecess from punching till the
issue of payslip was all done automatically. Thporting system helped in the
financial operation and management decisions. étdaded that AIS specialised in
system integration because the systems they offecedd be interfaced with a
number of software applications, were flexible arould be changed to meet
requirements.

He said that another point that had to be takem éohsideration was the significant
difference between the prices of the two offersnelg Dakar at Lm 13,850 and AIS
(inclusive of the three year warranty) at Lm 7,500.

With regard to the brochures exhibited about thedh@aders, Ing Schembri said that
they were different for marketing purposes onlye ¢bntended that the Handkey I
had two functions, namely, Time and Attendance Tmeamand Access Control
Reader.

Ing. Schembri concluded by stating that, once th#ar met WSC requirements and
specifications and was significantly cheaper, tippéals Board should reconsider the
decision taken by the Contracts Committee and atterdontract to AIS Ltd.

Dr N. Cassar, representing WSC, in her final subiois mentioned the references
provided by AIS Ltd. She said that they required references so that one would
corroborate with the other. She said that theyccoat understand why they included
Enemalta as one of their references taking intowatcthe fact that despite repeated
attempts they did not succeed to implement thefaatang with their HR and payroll
software. She added that when WSC inspected Ert@maystem in operation it was
found that their system was not integrated seaiglemsd that extensive manual
intervention was necessary. Thus, it resulted ¢ingt of the references provided by
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AIS itself was completely contrary to what WSC regd. WSC’s engineers were
convinced that, in view of the specifications irdzd in the tender submission, the
system offered by AIS would not reach the concdpseamless integration. She
added that it was the bitter experience with Entantlat lead WSC not to consider
the award of contract to AIS.

As regards the warranty clause, Dr N Cassar saidréhative cost should have been
included in the lump sum.

After hearing the final submissions, the Appealsaf8oruled that in view of the
outcome of these proceedings, it intended to appaminindependent IT Expert to
analyse the tender documents prepared by the W8G@hartender documentation by
AIS Ltd in order to establish and confirm wheth&y AIS Ltd’s offer was compliant
with the tender’s specifications and (b) the systaffiered by AIS Ltd could be
integrated seamlessly with the payroll and HumasoRBeces software modules. The
IT Expert’s technical report would subsequentlyréierred to the parties concern for
their comments.

Following receipt of credentials of a couple of exp, the Public Contracts Appeals
Board on the 2BMarch 2004 formally appointed Mr Martin BajadaAP! (Technical

& Information Technology Forensic Consultant) tatevthis report ensuring that the
latter will be given access to all relevant docutagaon.

Mr Bajada submitted his findings to the PCAB and lktter forwarded a copy to all
parties concerned giving these a week to view anudlly comment on Mr Bajada’s
report.

Following receipt by this Board of the comments mdd connection with the
submission of Mr Bajada’s report, it was decidedetmonvene the hearing once again
in order to give everyone the opportunity to adkpaltinent questions and raise any
comment deemed apposite to the hearing procedueh hearing took place on May
12, 2004 where this time Mr Bajada joined the pediiegs and gave evidence under
oath apart from making himself available for cregsmination by interested parties.

The Chairman, Public Contracts Appeals Board opé¢nedneeting by stating that in
accordance with the terms agreed upon by the patbecerned during the public
hearing session of 28January 2004, appointed an independent persorato ap a
report with the following terms of reference:

0] To analyse the tender documents prepared by theerWaervices
Corporation (WSC):

(i) To analyse the tender documentation submitted byaAded Industrial
Systems Ltd (AIS Ltd) in conjunction with the saiender document
prepared by WSC; and

(i)  To establish and confirm whether (a) AIS Ltd’s offeas compliant with
the tender’s specifications and (b) the systemreffdy AIS Ltd could be
integrated seamlessly with the Payroll and HumasoRees software
modules.



The Chairman informed those present that this Bdaaded to appoint Mr Martin
Bajada because from the CV submitted and Declaratiade (dated 16.02.04), he
was considered to be competent enough to do the job

A copy of Mr Bajada’s report was forwarded to thartgs concerned for their
comments. WSC and AIS submitted their comments &h @nhd 28' April 2004
respectively. The Board found it necessary to @adither public hearing because AIS
alleged that Mr Bajada went beyond his terms ofregice. Nevertheless, it was at
this stage that the Chairman PCAB emphasised tttethat this Board would only
abide by its terms of reference and that any consneade beyond the Board’s terms
of reference would definitely not have conditionigsl decision. He said that the
Board called this meeting so that, for fairnesses#ksuch comments were made, they
could be rebutted and/or confronted by the padmserned.

Mr Bajada took the stand and commenced by sayiag hb first read the tender
document and marked a number of documents relatédid tender. Then he was
given copies of all the documentation requested amalysed them. He felt that
throughout these documents the WSC repeatedly igigbtl the need to have a
seamless integration and in subsequent commurmicdkiey even gave a wider
definition of this clause.

Mr Bajada said that he did not find any deficiescie Dakar or AIS systems. His
terms of reference were to analyse all the docuatientand to give an opinion. He
said that he had 10 years experience in similart @@ses.

With regard to WSC's tender document, Mr Bajadgest#hat they made it clear from
the outset that they wanted a seamless integrafistem and that any intervention
had to be automatic without any other means or ga®cfor integration. WSC
requested that all necessary information had tev tonstantly through the Payroll
and Human Resources System by using one seamieggaition system.

As regards the AIS’s tender document, Mr Bajada slaat the issue regarding the
import and export of data and functioning of thateyn had been raised in all the
correspondence exchanged between AIS and WSC aonddating a meeting held
between WSC and AIS. In actual fact, the WSC haetifically asked AIS as to
whether the integration could be carried out by wmahrdata entry and file export
method, to which AIS replied in the affirmativen dther correspondence AIS stated
that the integration could only be accomplishedniyans of import and export of
ASCII files. This meant that the import was notrgpio be seamless since it required
manual intervention.

With regard to the third point, Mr Bajada said thatwas of the opinion that, for the
purpose of seamless integration, AlS’s offer wasaoonpliant to tender conditions
which specified that the hand reader system haw imtegrated with the Payroll and
Human Resources Systems. He made it clear thatgdis analysis he did not go
into the merit as to whether AIS’ or Dakar’s systemas good or not.

Mr. Schembri argued that with regard to what wdsgaldly stated by Mr Bajada,
namely that their system could not be integratesnsessly with the software system
available at WSC, he reiterated that his Companydcdo such similar seamless
integration as a fallback situation. He proceebgdtating that on page 15 of their
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tender document it was specifically indicated thia¢y could do the seamless
integration. He added that in the previous sessiowas established that Malta
Drydocks’ system was integrated seamlessly. He thaidalthough all systems were
theoretically open, they could not gain access hosé¢ systems where, for
commercial reasons, databases were protected Isyvpats. So what they were
stating was that, in the prevailing circumstandksy could do it by other means.
However, provided that the system was accessilidenah protected by password/s,
the need to resort to the import and export osfikas irrelevant. In their proposal it
was indicated that their system could write dinedth the Payroll and Human

Resources databases, which was similar to thersgstéroduced in other places. He
said that once these places did not have the probfepassword protection, their
system could be integrated seamlessly.

When Mr Bajada made reference to Section 5.10 Soétwnterfacing wherein it was
stated thattext files will then be imported by your existiayroll system”which
meant that they were passing the system, Mr Schembutted this argument by
qguoting from the same section wherein it was stttad

“if your HRIS uses an open database, a data ti@msiodule already developed by AIS can
read the HIRS tables directly and write the reldwdata into TimelT database.”

With regard to the number of documents and minafaseeting mentioned by Mr
Bajada, Mr Schembri contended that they did notehawopy thereof and so they
could not state in which context the questions wasked and answered. He
reiterated that Mr Bajada was not allowed to arelysch internal documentation
since according to his terms of reference he shbakk analysed only the WSC
tender documents/specifications and AIS’ offer. widger, the Chairman PCAB
stated that it was important for the Board to datee whether any clarifications to
the original tender document were requested, diner, if this was the case, they
would be considered as forming part of the tendecuchent. Mr Schembri
immediately declared that this was not the casa.th@ other hand Mr Bajada said
that this Board had given him access to all filed eelevant documents. He added
that the meeting was held specifically to discuss seamless integration of a
contract between WSC and AIS. Mr Schembri inteegeby stated that the meeting
was held after the submission of their offer antbigethe award of contract. It was
confirmed that nothing was changed from the teddeument. Mr Bajada stated that
it was evident that further clarification was resieel because the person who
analysed AIS tender document felt that there wasemough information. More
correspondence was required particularly on thenkss integration and more than
one meeting was held apart from the sight visite dieclared that he based his
conclusion on all documentation examined, includiag diskette containing
information on database by DAKAR which was submnditi@fter the closure of
tendering process. Mr Schembri intervened and dctétat following this they
confirmed that they could integrate the system $essty. However, Mr Bajada
insisted that this could not be done unless impordonevia ASCII files. Mr
Schembri replied by quoting from page 11 of the B&éjada’s report wherein AIS
stated that:

“Alternatively our system can also read and writeedtly from the Payroll and
Human Resources database, provided these are rmoymad, open and support
ODBC connectivity.”

11



Mr Bajada insisted that during the meeting AIS aoméd that they could not do it
seamlessly.

Mr Schembri replied by stating that the emphasis iaing made on that point to
disqualify them and the other point which qualifim was not being mentioned.
Mr Bajada replied that in his report he made refeeeto all points mentioned in the
documents. He declared that his interpretation suagple, that is, AlIS’ system was
seamless provided that it wasot encrypted, open and support ODBC connectivity.”
In the minutes of meeting held between AIS and WiS@as stated that when Mr
Antoine Galea (WSC) requested AIS to give detailstloe interfacing with the
Dakar, they replied that2 options are possible, i.e. manual data entry dild
export method. Dakar was a non-open database heckfore it is not possible to
interface automatically to Dakar payroll.”"Mr Bajada clarified that he could have
either reported on all existing documentation oalgged and reported on all the
software, hardware and integration. He said th@tBoard had told him to base his
report on the first option. He insisted that in heport he made reference to all
existing documentation and minutes where seamtésgration was mentioned.

Dr Nicolette Cassar, representing the WSC, stabted they concurred with the
contents and conclusions of the report which wasvdrup by a neutral technical
person appointed by the Board.

Mr Rizzo said that they agree with Mr Bajada’s fimgk and conclusions as stated in
their letter dated 28 April 2004 since they wereadly aware of such documentation
when they drew up their adjudication report. Algowas a confirmation that they
had followed the appropriate procedures as fah@asmalysis and adjudication of the
tenders was concerned.

When AIS’ representatives were asked whether tloeydcconfirm the contents of
Min 35 which was drawn up by Mr Antoine Psaila, Bichembri replied that they
could confirm that Dakar was a non-open system. célgirmed that they could
integrate seamlessly with Dakar system providetlitheas open.

When Mr Schembri asked WSC to confirm whether Dadkgstem was open as
requested in the specifications of Payroll and HurR&sources tenders, Mr Rizzo
replied the AIS were allowed to inspect their systend gave them all requested
information, including Dakar data dictionary whialas made available on a floppy
diskette. AIS claimed that it only contained theusture files that were not

encrypted. Mr Pavia stated that it should be Dak# could confirm whether they

had a password and if they were prepared to gidriBajada said that the question
whether the system was open or not was completdiffeaent issue and it could not
be taken on face value. Mr Rizzo claimed thay thad Dakar Payroll and Human
Resources (which was purchased but not yet ind)allg'stems and that in their
tender documents they clearly indicated that theypted a system which could be
integrated seamlessly with them.

When asked by the Chairman whether it was pertib@rgtate that AIS’s system

matched this criterion, Mr Bajada stated that, nforesecurity reasons or to control
potential users rather than for commercial intesresd company would permit their
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database to remain open and be accessible to edsrylnfortunately, in this case,
Dakar was one of the tenderers.

Mr Pavia recalled that, if he were not mistaken, $&thranz (DAKAR) had stated
that although their system was encrypted they weepared to give their password
for accessibility. When asked by Mr Pavia to stateether, in such instances, it
would be possible for AIS’ system to integrate skessly with Dakar Payroll and
HR System, Mr Bajada replied that no software waeédnit accessibility but, in the
prevailing circumstances, once both companies weramercial and operating in
the same market, it was in their interest thatrtegstems were compatible and that
they collaborated with each other.

Moreover, Mr Bajada said that, according to docuewailable, although AIS were
stating that they could integrate seamlessly, Eftamsgere in total disaccord with this
claim. On the other hand, Mr Schembri pointed bat this was completely contrary
to what was stated by Malta Drydocks.

Mr Bajada said that even if Dakar were to give phesword, he could not guarantee
that the systems would be seamless because onednieedio a lot of testing and trials
first. He said that for any digital system, foreafly, it was a non-destructive
exercise because before embarking on a projecslomeld keep a backup so that, in
case of any damage/fault, one could restore it.

Mr Schembri concluded by stating that the poinisatie was to determine whether
there was any encryption or password. He said ifhidtere were no commercial
barriers AlS’s system should not find any diffigufor it to integrate with the Payroll
and HR Systems.

Following further analysis of the submissions mddeng the three public hearings
held at that stage, the Public Contracts Appealsr@delt that throughout its
deliberations there were still a few of the issudsch needed further clarification.
However, whilst initially the Board decided to try elucidate itself on a few grey
areas by means of formal correspondence with istiede parties, yet it seemed
obvious that the necessary clarifications had tostweght through another formal
public hearing session. By doing so this Boardgured that such points would be
clarified in the presence of all interested partigth anyone left at liberty to express
any views in regard.

Consequently, this hearing was held within a realbynshort time in order not to
prolong proceedings unduly.

Mr. Antoine Galea confirmed that due to the factttbakar had an advantage over
the other contenders, the adjudication board ga%all necessary information and

accessibility to ascertain a level playing field fas as seamless integration was
concerned. The Board also gave AIS the concedsieee Dakar’'s Payroll and HR

systems giving them in the process access to #fa.dMr Galea reiterated that the
way specifications were drawn up did not precluag @mpetitor from tendering and

that whoever was entrusted with writing the periingpecifications always had his

employer’s best interest at heart.
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With regards to the issue of integration with thakBr Payroll and HR Systems,
which were “non-open”, Mr Galea said that Dakar eyéive necessary access when
this was requested. However, when he was askethte whether the said access
(a.k.a the ‘activation key’ or ‘password’) was dable or given on request, he said
that he believed that in order for all to be ethycaorrect it is imperative for such
access to be given in order to guarantee a lewsjing field. He proceeded by
emphatically stating that should there have beep @mance of such thing not
happening he would have had no qualms in not tilkgyauch scenario going as far
as resigning from his post.

On his part, Mr David Schranz declared that hendidfind any objection to give the
necessary access as he argues that, nowadayswirereenough tools available to
enable anyone technically-oriented to integraten wiite software, the latter being
simply a digital data structured in particular fatm He contended that if AIS had
enough technical knowledge they could integraté wieir software without the need
of their intervention. In fact there were other gamies who integrated with their
software in other places of work. However, he shat, from a user point of view,
AIS needed to know how the system worked in ordéntegrate seamlessly.

He said that the WSC had full access to the sybtrause they had the password and
the same user had access to switch on or off ttwytion. Due to this reasoning, Mr
Schranz argued that it is the Corporation that wilmately decide as to whether such
system will be encrypted. Here, Mr Rizzo declatieat they would give access to
that whichever company would be awarded the contrac

In his final intervention, Mr Schembri stated thrabst of the queries raised were
based on the seamless integration with the exigtagroll and HR Systems at the
WSC. He said that it was not true that his Compaould integrate seamlessly with
the Payroll and HR software module in view of thetfthat Dakar was mon-open
system. He proceeded by stating that should hiegaoy be denied access, it would
not be possible to integrate seamlessly. Howevkat his Company had stated all
along was the fact that they had an alternativpgsal to seamless integration in case
they were not given access.

Finally, Mr Bajada said that what was stated durthg hearing regarding the
activation key concerning the encryption of theablase was completely different
from what he was requested to examine. He washefopinion that, as far as
seamless integration was concerned, salient tezhimibrmation was lacking in the
tender documents. He said that there could benateebut realistic possibility that if
Dakar were to someday decide to upgrade the syAt8mvould not be in a position
to integrate automatically. However, Mr Bajadagieinted out that the onus of such
upgrade requirement remained solely within the Gatpon’s discretion.

Having considered all that was submitted and arglnedPublic Contracts Appeals
Board:

a. feels that during the adjudication process the WY8¢ all the necessary
information and was also willing to share and exae data with Messrs
AIS Limited even though this may have been atitne tonstrued by at
least a few members to be of a highly confidemt&lire and this in order
to ensure a level playing field amongst tenderers;
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b. notes that Dakar Software Systems has already detrated its
willingness to collaborate with third parties bioaling accessibility to the
latter in order to ensure functionality and smaatkgration of systems
admitting in the process that it would be naiveontay’'s software
development environment to restrict extent of dmlation considering
the high possibility of third parties still gainimgcess anyhow;

C. notes that Dakar Software Systems argues thatitimately the WSC
which holds the key to accessibility even though thaim was somehow
contradicted by the technical expert (Mr. Bajadapwstated that software
developers could still, eventually, potentially lpittit access through, say,
upgrade of systems. Yet, Mr. Bajada reiteratetidgbamless integration is
guaranteed should all parties collaborate.

d. notes that whilst the technical expert arguestti@tender document did
not include sufficient technical information to gaatee seamless
integration, in his report, Mr Bajada also statedt his interpretation was
simple, that is, AlIS’ system was seamless provitdatithe system
provided by Dakar to WSC wasdtencrypted”.

e. takes into consideration the fact that the Maltgddcks were completely
satisfied with the integration achieved betweenAl product and the
Dakar software. The lack of similar success indhage of Enemalta could
be due to extraneous factors which might have negdgteffected the
level of integration as required by the Water SsggiCorporation.

As a consequence, The Public Contracts AppealsdBamarsiders that the objection
raised by AIS Limited is justified. AIS Limited shld find no problem with the
integration of the system as once accessibiligugranteed then there is no particular
reason to technically question the validity of #ppellant’s offer.

Hence, this Board finds in favour of appellant.

Furthermore, the Public Contracts Appeals Boardmeuends that the appellant
should be reimbursed the deposit paid when filireggaid objection.

Alfred R. Triganza Anthony Pavia Edwin Muscat
Chairman Board Member Board Member

Date: 15.06.2004
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