PUBLIC CONTRACTS APPEALS BOARD
Case 46

CT 2616/2004 :Tender for the reconstruction and upgding of San Lawrenz to
Rabat, Part of Arterial Route 1. Rabat Gozo

This call for offers, which was published in the Iddae Government Gazette and the
EU Official Journal on the 28.01.2005, was issugdhle Contracts Department
following a formal request received from the ADTwibrita’ Dwar it-Trasport ta’
Malta) through the Ministry for Gozo.

The estimated works covered by this tender wilkbdinanced by the EU under the
European Regional Development Fund with a budgeto®,000,000.

The closing date of this tender was 10 March 2005.

In total, three (3) offers were submitted by terdeion closing date for submission of
offers.

A formal objection was filed bsanado & Associates Advocatesn behalf of
Polidano Group and Gatt Tarmac Ltd on 14 July 2005, following a formal
notification received from the Director General @ants in a letter dated

8 July 2005 in which they were informed that thiemder was not among the selected
ones due to the fact thaté offer was not in compliance with the Tenderdiers

since the identity of the tenderer submitting teder is obscure because whilst the
tender guarantee identified M/S Gatt Developmentited for Gatt Tarmac as the
tenderer, the Tender Form did not identify the naxintne tenderet

The Public Contracts Appeals Board (PCAB) madefudro Alfred Triganza
(Chairman), Mr Anthony Pavia (Member), and Mr EdwWnscat (Member),
convened three public hearings on 24.08.2005, 22008 and 20.09.2005 to discuss
this objection.

Also present for the hearing were:

Polidano Group and Gatt Tarmac Ltd

Dr Stefan L. Frendo Legal Representative
Dr Antoine Cremona Legal Representative
Dr Noel Camilleri Legal Representative

MAC Joint Venture — made up of the following partrers Roads
Construction Co Ltd (Leader), Bonnici Group Ltd and Zrar Ltd, C & F
Building Contractors Ltd and Schembri Infrastructu res Ltd.

Dr Adrian Delia Legal Representative
Dr Mario Demarco Legal Representative
Dr Kenneth Grima Legal Representative
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Ministry for Gozo
Mr Joseph Portelli
Dr Carmelo Galea

Witnesses
Arch. Ivana Farrugia
Mr Saviour Tabone
Arch. Angelo Vassallo
Arch. David Portelli
Arch. Mario Ellul
Mr Bastian Debono
Mr Melvin Cachia
Mr Jack Theuma
Mr Edwin Zarb
Mr Mario Gatt
Mr Charlo Farrugia
Mr Paul Caruana

Dr Michael Borg Costanzi

Dr Joanna Drake

Public Official
Legal Representative

Chairperson
Committee Secretary
Committee Member
Committee Member
Committee Member
Member General Gis Committee
Department of Cats
Bank Manager B@Wtoria Gozo
Director Gene@dntracts
Gatt Tarmac Ltd
Polidano Bros Ltd
Quantity Survepesign and Technical Resources
Head, Legal Office BOV
Expert on EU Law
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Following a general introduction by the Chairma@AB, relating to the objection
raised in this particular case, one of the apptdidegal representatives, Dr Stefan
Frendo, remarked that they did not know yet whoater parties were, whether their
‘motivated’ letter of objection was notified to seone else and whether any reply
was submitted by interested parties. He also camgdlaabout the fact that when they
asked for a copy of the ‘motivated letter of regdliéd by all interested parties, the
Department of Contracts informed them that theyidcoot accede to their request.

At this stage, the PCAB argued in favour of appafiarequest for such
documentation to be made available and ruled ha¢leants should be given access
to a copy of such correspondence.

Dr Carmelo Galea, legal council to the Evaluatiannittee appointed by the
Ministry for Gozo, concurred that it was imperatteeestablish who the interested
parties were, and proceeded by presenting a copig alients’ reply.

Dr Adrian Delia, one of Mac Joint Venture’s legapresentatives, explained that they
had seen the appellants’ objection on the DepattofeDontracts’ Notice Board.
However, he declared that they found no objectiotheir ‘motivated letter of reply’
being forwarded to the rest of the interested esytagreeing that everyone is
rightfully entitled to prepare oneself in the bpetsible manner, whether to defend or
to challenge any decision.

At this point the PCAB directed that all copiescofrespondence/submissions
regarding the appeal be distributed to the intecepairties concerned, including
Polidano Bros Ltd / Gatt Tarmac Ltd, Mac Joint Meetand the Ministry for Gozo.
The sitting was suspended and the lawyers wereradldifteen (15) minutes to read
and analyse the contents thereof. In view of & that it was established that the
said parties needed more time to examine thorougklglocumentation given,
possibly necessitating some kind of reply in regdrd PCAB suggested that the
hearing be postponed to the following week, prégite Monday, 29 August 2005 at
13.00 hours.

Then, Mr Melvin Cachia, representing the Departneér@ontracts, was called to the
witness stand. He testified that the correspoceléad not been passed on to the
complainants following legal advice received frdm Attorney General’s Office. He
explained that the procedure regarding the Threkd®g Tender Offer was regulated
by Part XII of the Public Contracts Regulation 2@0&gal Notice 177/2005) while
the procedure of appeals following the decisioatnetj to the award of contract was
regulated by Part Xlll of the same regulations. dd&l that the tender in question was
under Three Package Tender Offer and relative tbjewas not considered ‘normal’
but a ‘review’. The praxis followed to date in tledgpes of objections was that they
passed such correspondence only to the PCAB. Chiagman, PCAB, said that,
irrespective of whether it was a review or not, Beard was of the opinion that the
appellant and all interested parties had a fundéheaght to have access to all
correspondence related to notice/ motivated letieabjection and replies thereto.
However, he made it clear that although the PCAMBags insisted on the
transparency of the appeals’ procedures it didaletate ‘fishing expeditions’.
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After the meeting was suspended again, the PCAfieththat it would not give a
preliminary ruling but a final decision on all thase. Also it was agreed to continue
with the proceedings.

Dr Noel Camilleri said that this tender was isste@dhe reconstruction and
upgrading of the stretch of road leading from Sawienz to Rabat, Gozo. He said
that the three tenderers who submitted their ofiere accepted at the initial phase,
that is, at the opening of the Bid Bond (Enveloparid that at the second envelope
stage (relating to ‘Specifications’) one tenderaswaccepted and the other two were
rejected. Their clients decided to file an obj@etbecause they were of the opinion
that the manner in which they were rejected wasaotpliant with the regulations
and the spirit of the tender. In their letter bjextion they highlighted the points why
the PCAB should uphold the appeal. The fact thatppellant deposited Lm10,000
with the objection indicated they felt that the eglwas justified.

Dr Carmelo Galea, the Ministry for Gozo’s legal v, said that this was a ‘Three
Separate Package’ tender. He explained that wieeBvaluation Committee opened
the offers of the three competing tenderers, tbend that one of them, which
pertained to the appellant, did not have the naintieectenderer on it. In spite of this,
it was decided to accept this tendatira facie’. When they opened Envelope 1 of
Tender No 3 (appellant) they found that it contdiagender guarantee issued by
Bank of Valletta to the order of Gatt Developmetd for Gatt Tarmac Ltd.

Although this guarantee did not follow the exactiat of the tender guarantee form
(page 59 of the ‘Tender Document’) it was againdkstto proceed with the opening
of Envelope 2 (relating to ‘Specificiations’) of A@er No 3. However, upon opening
this envelope, the ‘Tender Form’ contained thefailed to identify the ‘leader’ of

the tender. Nor was there any indication of trentdy of Partners 1, 2 and 3 of the
tender. Partner 4 was identified as ‘Messrs PobdBros. Ltd’. Gatt Developments
Ltd and Gatt Tarmac Ltd did not feature at all lbe@ Tender Form, but they were
shown as subcontractors. At that point, this temaes not discarded but left pending
because the Evaluation Committee needed to seakddygice from the Attorney
General’s Office.

Ms Ivana Farrugia, Chairperson of the Evaluatiom@ttee, testified that the advice
sought from the Attorney General’s Office was sdumgtause, after consulting the
Contracts Committee’s representative, the deciagoto whether to accept Tenderer
No 3's offer or not was left at the discretion loé tEvaluation Committee.

Dr Delia said that the tender dossier provided oma&t of the tendering procedural
requirements was thathe Tender must comprise the following duly coneple
documents.He contended that according to the documents dtdamit was clear
that the Complainant failed to comply with the prdaral requirements stipulated in
the tender dossier. Furthermore, he pointed otthieepower granted to the Director
of Contracts to seek clarifications was stricthpitied to points of a technical nature
and not to matters relating to the ‘Bid Bond’, itd&cation of the ‘Tenderer’, ‘Leader’
and ‘Subcontractor’, and similar matters.
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As regards the complainant’s allegation that the®or of Contracts’ rejection of
the tender submission wagaisuse of administration discretigrDr Delia argued
that the law itself specified that if a tender sigsion was found to have failed with
complying to the tendering procedural requiremé&hts remaining packages in his
tender offer are to be discarded unopehed

With regard to th®ank Guaranteeghe said that clause 18.1 of Volume 1 of Section 1
of the ‘General Part’ of the tender dossier stifpdahat, The Tenderer must provide,
as part of his tender, a tender guarantetn’this case the tender guarantee was
provided by Gatt Tarmac Ltd who was a sub-contraatal not by the presumed
tenderer, namely Polidano Bros Ltd.

Dr Mario Demarco, another legal advisor represgnititac Joint Venture, said that
this was a question of documentary evidence. Heearthat it was useless to hear
the evidence of witnesses considering the factthetlocuments showed that the
tender guarantee was not issued by the tendeiinahe ‘Tender Form’, Polidano
Bros Ltd was indicated as Partner No 4 and no aaeindicated as Partner No 1, 2
and 3 or the Leader. He said that the law stipdltte identification of the tenderer so
that it would be known who one is dealing with.D¥marco also argued that if the
tender guarantee was made on behalf of anothevpéren the Department of
Contracts would not be able to call in the tendergntee should the latter deem
necessary to do so.

Dr Kenneth Grima, another lawyer forming part o tegal advisory team to Mac
Joint Venture, said that the Director of Contrdwd no discretion because “will” and
“must” could not be interpreted in a different wather than the scope they were
originally intended for and as included in the tenfbrms. He argued that if such
mistakes were to be tolerated and this appeal whasld, such decision would have a
repercussion on future cases.

Mr Jack Theuma, BOV Branch Manager (Victoria, Goao}aking the witness stand,
sought permission from the Bank’s client, namelyNario Gatt, representing Gatt
Tarmac Limited to exempt him from his professiosedrecy. The latter consented to
request.

On cross-examination by Dr Stefan Frendo, one@gftpellants’ legal
representatives, Mr Theuma confirmed that the B&iéd a Bank Guarantee for Lm
25,000 in respect of Tender CT 2616/2004 for thasfoction and upgrading of San
Lawrenz to Rabat Road, Part of Arterial Route lh&#&0zo0 by the order of Gatt
Development Ltd for Gatt Tarmac Ltd in favour oéthirector of Contracts. He also
produced a copy of the Tender Guarantee No. G2408Z5

Mr Theuma testified that if the tenderer would failfulfil his obligations under the
tender conditions and the Director of Contractgi{ia instance known as the
‘beneficiary’) were to submit a claim accompanigtive original Bank Guarantee,
the BOV p.l.c. (the ‘guarantor’) would pégo questions asked”.He said that it was
Mr Mario Gatt, Managing Director of Gatt Developréid (Parent Company) and
Gatt Tarmac Ltd (Subsidiary Company) who had retgaeBOV p.l.c. to issue the
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bank guarantee. He also confirmed that, indepdhdeihwho requested the issue of
the bank guarantee, it would be honoured by th&kBan

When the witness was asked by Dr Demarco to dealaether Polidano Bros Ltd
was indicated as the tenderer on the Bank Guarahieeeply given was in the
negative.

Then, the same lawyer mentioned the fact that,rdadapto the I paragraph of the
Bank Guarantee, the ‘Tenderer’ was Gatt DeveloprfeerGatt Tarmac Ltd. Also, he
pointed out that the conditions regarding the isdudis guarantee were indicated in
the 2 paragraph which stated that:

‘At the request of the Tenderer, we, Bank of Viallptl.c., hereby guarantee to pay
you on demand a maximum sum of Twenty Five Tholdaldse Lire and 00 cents,
Lm25,000 in the event that the Tenderer withdras/gender before the expiry date or
in the event that the Tenderer fails to sign thetiat and provide the Performance
Bond, if called upon to do so in accordance with tbnder conditions or in the event
that the Tenderer otherwise fails to fulfil its igaltions under the tender conditions.’

On a specific question by Dr Demarco, the witnesiomed that if someone were to
withdraw from the tender who was not Gatt Tarmat; tihe conditions in the bank
guarantee would not be applicable.

Then, Dr Stefan Frendo asked Mr Theuma to stateh&héhe guarantee for this
particular tender would be valid if Polidano Brasl I(the ‘tenderer’), being a business
partner with the company on whose behalf the Ban&réntee was issued, were to
withdraw from the tendering process. Mr Theumdiedy stating that, in that
instance, the matter would be referred to the L&jate for advice.

In reply to Dr Delia’s question, Mr Theuma confirdhiéhat once in thBank
Guarantedt was indicated that Gatt Development Ltd fortGarmac Ltd was the
tenderer, then if this were to ultimately resulthe indicated tenderer not being the
the real tenderer, the guarantee would be considevalid.

Also, in his testimony, he said that if the namehaf tenderer was not mentioned
when they received a claim he would pay, butifas mentioned he would refer the
matter for legal advice to give a ruling whethemees in order to pay or not.

Mr Mario Gatt, shareholder of Gatt Tarmac Ltd, ifesd that in the said Company he
was the person responsible for the preparatiorsahahission of tenders. He said that
in Gozo there were only two contractors, namelyd®daonstruction and Gatt
Tarmac Ltd. They were interested in bidding fas tiender and since they required a
certain amount of turnover in cash they decidealsociate themselves with Polidano
Bros Ltd. Polidano Group were the main contractaiding 70% of the total
participating shares with Gatt Tarmac Ltd actingheessub-contractor agreeing to
hold the balance of the total financial and statuioterest.
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According to the same witness, the two Companss rbally agreed that the Bid
Bond be issued by Gatt Tarmac Ltd.

When cross-examined further on this particularesddr Gatt emphasised that there
was no written agreement because it was a questiconfidence between the
Companies concerned. He stated that he wasdgwllyre of the fact that if his partner
defaulted in any way the Company he representeddiose the money tied to the
bank guarantee.

Mr Gatt confirmed that he had requested BOV pthéssue the Bank Guarantee for
this specific tender; the Bid Bond was valid ford#)s and the Director of Contracts
requested them to extend the Bank Gaurantee. Aéstestified that they had
assigned Architect Robert Sant and that he hadedorkth Mr Paul Caruana to
complete the tender.

Mr Gatt said they submitted their tender in thi@eghvelopes in accordance with the
established procedure. The envelopes were ruldrapsd with the words Polidano
Bros Ltd. He said that Mr Charlo Farrugia fromiBaho Bros Ltd and himself had
submitted the tender at the Department of Conttaefisre closing time. Prior to the
opening of the tenders by tB@aluatin Committeehey were asked whether there
were any representatives of the tenderers. Mr Baridentified himself as Polidano
Bros Ltd’s representative who was then asked to gigaper. He said that when they
opened the first envelope and saw that Polidans.Brol was not mentioned, he told
them that the Bid Bond was issued by his Compawgtie it was a sub-contractor.
At this stage, Mr Gatt said that tB@aluation / Contracts Committesgught advice in
regard from Mr Edwin Zarb (Director General, Conts, who told them to proceed
with the opening of the"® envelope. At that stage it was not indicateHito that
there were any problems with th& and 2 envelope. However, when after around
two days he went to check the Notice Board at theti@acts Department, he
discovered that thEvaluation Committee/as going to seek legal advice on the Bid
Bond and to ask for clarification regarding PartNer4.

At this point he presented to those present a pbiotioe Summary of Tenders
Receivedvhich was published on the Contracts Departméxtsce Board.

According to the same witness, at the opening stageof theEvaluation Committee
members had mentioned to him that they needecetolsgal advice on issues
relating to the Bid Bond. Mr Gatt also recalledtthaepresentative of the General
Contracts Committee had told them that it was validwever, Mr Gatt insisted that
the issue of clarification was never mentionedito.hTo his amazement, Mr Gatt
emphasised, on 8 July 2005, Polidano Group andTaathac Ltd were officially
informed that their tender had been rejected.

Dr Galea drew the witness’ attention that accaydetheEvaluation Committés
minutes regarding the opening procedure of oftéesfirst problem arose because the
name of the tender box was unmarked bearing ndifdation of the tenderer who

had submitted the offer. At this point, when Mr Gaas specifically asked to state
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whether he was aware that there was a discussitimsomatter, the reply given was
in the negative.

Then, Dr Galea said that when the Evaluation / GGaté Committee proceeded with
the opening of the respective tender guaranteesdtfound that the tender guarantee
submitted by appellants did not follow the exachfat of the tender guarantee form
as stipulated on page 59 of the Tender Documehné Ministry for Gozo’s legal
representative contended that the fact that in @laadd Desira Advocates’ letter dated
22" March 2005 it was stated that there was no corifgripecause the form was
blank proved that at the opening of tiitehvelope the discussion was about this
issue. However, Mr Gatt declared that he was wat@ of any discussion regarding
the lack of conformity of their Bank Guarantee.

Dr Galea explained that at this point in time thaldation Committee did not know
that the tenderer was Polidano Bros. Ltd becausd ¢éimder Guarantee mentioned
only Messrs Gatt Development for Gatt Tarmac Litthon opening Envelope 2 more
serious discussion ensued because neither Gattdpevents Ltd nor Gatt Tarmac
Ltd featured on the Tender Forms but they were shasvsub-contractors.

Mr Gatt confirmed that he did not inform BOV p.ltbat he was a sub-contractor and
that in the Bank Guarantee he was indicated a$ehderer. He declared that for him
there was no difference between a contractor aubacontractor because he was part
of the tender. His attention was drawn to the flaat once he was responsible for
30% of the works his obligation was not equal &t tf the Tenderer.

At this stage, Dr Galea said that all tender doaumeere signed by the tenderer and
the sub-contractor.

When cross examined by Dr Delia it was establishatdMr Gatt was neither a
Director nor a Managing Director of Gatt Tarmac bta a shareholder. He said that
although Gatt Tarmac Ltd had been in operatiorbfgears, he had been involved in
the preparation of tenders for 30 years. He rdierthat he did not make any
difference between a contractor and a sub-contracid, as far as he was concerned,
the most important thing was that the tendererindisated.

Dr Delia argued that once Gatt Tarmac Ltd paidLimel0,000, the appeal was
invalid because a sub-contractor was not alloweapfeeal.

On cross examination by Dr Demarco, Mr Gatt tesdiihat Gatt Tarmac Ltd was
tendering as sub-contractor for the first time #rat they made a written arrangement
between them and Polidano Bros Ltd. He was foltbtwg Mr Charlo Farrugia who,

on being cross-examined by Dr Camilleri, testifiedt he was an employee of
Polidano Bros Ltd. He confirmed that he was thenBany’s representative in the
tender opening session and that he had signedatiex pvhere the representatives of
the tenderers were identified. He declared thhdast one rubber stamp of the
Polidano Bros Ltd was stamped on the white wrappayger of the tender box.
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Mr Farrugia said that when a problem arose reggrtiia Bid Bond which was not
issued by Polidano Bros Ltd but by Gatt Tarmac,Llitte Director of Contracts was
requested to come in the room in order to advisissure. According to Mr Farrugia,
the Director of Contracts said that the bank gusewas acceptable but left the
decision as to whether this should ultimately beepted entirely in the hands of the
Chairperson of the Evaluation Committee; on het, plae latter, decided to seek legal
advice on the matter.

In reply to Dr Gales’s questions, Mr Farrugia destbthat it was one of the
competitors who was in the public area who had tipesd why the Bid Bond was
issued by Gatt Tarmac Ltd and not by Polidano Ritds He could not recall that the
issue regarding the format of the Bid Bond (pageviess raised during the opening of
Envelope 1. His attention was drawn to the fact tiia matter was mentioned by Dr
Norval Desira in his letter dated 22 March 2005.

Mr Farrugia proceeded by confirming that after ¢dipening of Envelope No 2 there
was a discussion about the fact that the ‘Leadas mot identified.

In reply to Dr Delia’s questions, Mr Farrugia canfed that the rubber stamp was not
on the tender box and that the tenderer was PaiBaos Ltd. He declared that the
Bid Bond presented with the tender was on behaBatt Tarmac Ltd and that
Polidano Bros Ltd submitted the appeal.

On cross-examination by Dr Demarco, Mr Farrugiaficored that Polidano Bros Ltd
was the contractor and that the Bank Guaranteeatel Gatt Tarmac Ltd as the
Tenderer.

In his testimony, Mr Edwin Zarb, Director Generalrracts, was first cross-
examined by the PCAB. He testified that when he ealled to give his
interpretation about the format and wording of témeder guarantee, he believed that
Government’s financial interests were safeguardsxibse it specified that shall

not be incumbent upon us to verify whether suchaddnwas justified."However, he
said that the Evaluation Committee decided to tegal advice regarding the validity
of the Guarantee. Also, he confirmed that the Btepent acknowledged the tenderer
and not the sub-contractor because the contrashlightions were between the
Department and the Tenderer. He explained thieirevent a sub-contractor
defaulted, it was the contractor who was respoashbd not the sub-contractor. He
explained that, immaterial of the identity of thergon at whose request such a
guarantee was issued, the Bank would honour tha cla

Then, Dr Frendo referred Mr Zarb to the advice gileg the Attorney General's
Office which indicated that according to Maltesenia person could stand as
guarantor for another person. However, it was siated that if the Evaluation
Committee was strict in its interpretation of tegulations and conditions of the
tender dossier it could reject the offer. He wkthe opinion that the advice given by
the Attorney General comforted his version becanuasehere was it stated that he had
taken the wrong decision when he recommendedtikaender guarantee was
admissible.
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Dr Galea intervened and pointed out that the Ban&rétee was submitted by the
order of Gatt Development Limited for Gatt Tarmdd Bnd that the latter was
identified as the Tenderer. He argued that if tired@or of Contracts were to claim
the Bank Guarantee on the request of the Tendedethe Bank paid the sum
claimed, Gatt Tarmac Ltd could take legal actioaiast Director of Contracts
because Gatt Tarmac Ltd was not the Tenderer Suib-@ontractor.

On his part, Dr Demarco made reference to pagd $@rmder Document regarding
the Guarantee Form and Mr Zarb confirmed thatpalgih the Bank Guarantee did
not follow the exact format of the tender guararitem, it was acceptable. Dr
Demarco insisted that it was mandatory that theti@otor’'s name and address be
indicated in the Bank Guarantee. Mr Zarb confirrtteat Gatt Tarmac Ltd was not
the Tenderer. Initially th€ender Guarantee Formvas accepted because the
Guarantee wagayable on demandHowever, he agreed with the Evaluation
Committee’s decision to take legal advice on thele/lssue.

Mr Zarb confirmed Dr Frendo’s statement that theoAtey General’s decision had
comforted his position, mainly, that on the bagithat Bank Guarantee,
Government’s interest was safeguarded. Dr Demateovened by stating that the
issue was not whether Gatt Tarmac Ltd could asuesty for the tenderer or not but
whether it was according to the tender conditionsat. He quoted the'® 3 and 4"
paragraph of page 2 of the Attorney General’s adgigen on 11 April 2005 wherein
the Attorney General put the responsibility on Bvaluation Committee to decide.
On the same subject matter Dr Grima said that vitheawyer from the Attorney
General’s office quoted from the tender documentalt emphasis on the words
“strictly in accordance tb At this stage Mr Zarb intervened and stated thhais
Department were to act extremely strict then onddceasily end up discarding all
tenders. Dr Galea rebutted claiming that in thseoane had to take notice of the
advice given by the Attorney General’s office whitier alia’ stated that “..Should
the board be of the opinion that the submitted duents are incomplete, obscure,
conditional, illegible, contain unrequested infortioa or other irregularities, then on
the basis of parag. 27.1, such tender may be megct

Mr Zarb concluded his testimony by insisting thathis particular instance he was of
the opinion that Government’s interest was safetpdirconfirming also that it was
the Contracts Department which requested Gatt Tatrthto extend the guarantee.

When cross-examined by Dr Frendo, Mr Paul Caru@uantity Surveyor with
Architect Robert Sant ddesign and Technical Resourcésstified that Mr Charles
Polidano had assigned him to fill in the tendessier He explained that when they
filled the information on the Tender Form, they watso filling in the Hal Far Tender
wherein Polidano Bros Ltd was Partner No 4 and mufately they copied and
pasted them from the documents thereof. He detthed Partner No 4 was included
only once in the tender document, that is, on figeHe said that the entire tender
was filled in with information about the tendeneamely, Polidano Bros Ltd. At this
point it was decided to adjourn the sitting for Mawy, 29 September 2005 because it
was felt necessary to verify withess’ testimonyhwtie tender document.
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When the hearing reconvened on the agreed dat€hhieman informed those
present that the PCAB decided to summon Dr MicBaeyj Costanzi, Head of the
Bank of Valletta Legal Office as a witness in viefithe fact that in the previous
hearing a BOV Branch Manager had testified thahefe was a point of clarification,
the matter would be referred to the Legal Office.

Dr Borg Costanzi was first cross-examined by théBC He was given the copy of
the Bank Guarantee issued for this particular teadd was asked to explain how he
would interpret this document if this were refertechim by a Branch Manager. He
said that this was a bank guarantee in favour efDRirector of Contracts for Lm
25,000 in respect of Tender No CT 2616/2004. Is wesued by the order of Gatt
Tarmac Ltd as the tenderer. BOV guaranteed toLpay25,000 in the event the
Tenderer withdrew its tender before the expiry aaten the event the Tenderer failed
to sign the contract. He said that the Directoné&al Contracts could claim the
guarantee at any time, provided that such request wmwade in writing and
accompanied by the original tender guarantee. Bwk would not verify whether
such demand was justified or not, continued Dr BGaggtanzi. Although it was a
guarantee in favour of the Director General Comgrathey would not be involved
between the Director General Contracts and the drend Also, the guarantee
specified that it expired on the "L@une 2005. Finally, BOV's Head, Legal Office,
said that if the guarantee were to be cancelledoolonger required, the document
would be returned to them. The guarantee was isisutvour of the Director of the
Contracts and it was not transferable or assignable

In reply to specific questions by Dr Delia, the vass asserted that the guarantee was
a ‘stand alone’ document; it was issued on theeasgaf their client and that it was
not important for the Bank to know who the tendewaas. Dr Borg Costanzi
confirmed that a bank guarantee was a tripartiteeagent. Also he explained that it
created a legal relationship between the beneyiqairector of Contracts) and the
bank (BOV) wherein the bank bound itself to pay theneficiary the amount
indicated in the guaranterd questions askéd He confirmed that a bank guarantee
also created a legal relationship between the b@aef and the person on whose
order the guarantee was issued, but this was begfendjuarantee. He could not
exclude the possibility that Gatt Tarmac Ltd cosilek the Director General, Contracts
Department, for damages if the latter were to gplbn the bank guarantee in case
Polidano Bros Ltd failed to fulfil their obligatisnunder the tender conditions
considering the fact that Gatt Tarmac Ltd werethettenderers.

Finally, he was asked to state what would be thstipa if the Director General
(Contracts) were to mention specifically Polidarmo$8Ltd by name in his request. Dr
Borg Costanzi replied that he would ask him to reenthe name so that he would be
able to pay. On the other hand if the Director &ah(Contracts) would refuse to
remove that reference, he would have to interpledtiaer the claim remained within
the tender guarantee or not. In reply to a quegtat to him by a member of the
Board he stated that he could not rule out theipitisg that he might have to consult
with Gatt, his client.
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The next witness was Mr Caruana who, proceedingy whie testimony he had
commenced during the previous session, on crogssieafion by Dr Frendo,
confirmed that he filled most of the voluminoushical offer under Section 4 of the
tender and that all information contained therafenmred to Polidano Bros Ltd who
was the tenderer. The only part that Gatt Tarntdcwas mentioned was in Section
4.6.3 (Page 76

At this stage, Dr Galea intervened and referredatiieess to the Tender Form (page
55) and to Point no 7 on page 62 which specifieat tBach partner in a joint
venture/consortium must fill in and submit everymfd He argued that if Polidano
Bros. was Partner No 4, it's representative shbale filled the form and that it was
mandatory to fill and submit such form for eachtié other partners. Dr Delia
interjected to point out that together with hisenlis he had failed to identify the
Leaderin the Tender Form submitted. Mr Caruana expthitat he had copied and
pasted the text from another tender document wihnéreiidano Bros Ltd was ‘Partner
4’.  Furthermore, when asked by Dr Frendo whethewas a joint venture and
whether there were any other partners, the repigrgivas in the negative.

On cross-examination by Dr Frendo, Arch Ilvana FgiemuChairperson Evaluation
Committee, said that she was employed at the Mynfstr Gozo. She declared that
the Chairperson and the members of the Evaluatmnrfiittee were appointed by the
EU Directorate at the Ministry for Gozo and tha¢ hepartment of Contract was the
contracting authority. The witness proceeded biyrgfdhat the said members sent the
Curriculum Vitae for approval by the DepartmeniGantracts and they subsequently
signed a declaration stating their independencdrapdrtiality. She testified that this
was the first time that she had chaired an Evalnalommittee for a Department of
Contracts’ tender. Previously she had been apgmbizis a member for the evaluation
of Departmental tenders within the Ministry for @oz

Ms Farrugia explained that on the date of the opesiession at the Department of
Contracts there were three packages and the Exalu@bmmittee numbered each
package. Two of the tenders had the name of tideter printed on the box and the
third one was not identifiable. She declared tmgither the box nor the wrapping
paper was rubber stamped with the name of the tendeAfter they consulted a

member of the General Contracts Committee, theuati@n Committee agreed not to
consider this as a valid reason to reject the teadd so they decided to open it and
they assigned it number ‘3’ for identification poges. Architect Farrugia confirmed
that the Committee members did not take any minatébe session relating to the
tender opening procedures.

The Chairperson of the Evaluation Committee saat the tenderers’ or partners’
representatives present for the opening sessior Werhitect Rueben Aquilina for
MAC, Charlo Farrugia for Polidano Bros Ltd and Atelbt Sandra Vassallo for
Asfaltar Ltd and Tal-General.

She said that when they opened Envelope No 1 ofldren No 3, they noticed that

the bank guarantee referred to tenderer Gatt Tatitthand that the wording was not
exactly like that of the Tender Guarantee Formha tender dossier (page 59).
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However, it was considered as valid because b@m#mes of tenderer and the bank
were identified. At that stage they believed thattGarmac Ltd was the tenderer. So
they decided to proceed with the opening of Enweloddo 2 (‘Technical
Specifications’) of Tenderer No 3. Upon openingstbinvelope, it resulted that the
Tender Form document did not identify the ‘Leadmrt that Partner 4 was identified
as Polidano Bros Ltd. Apart from this, Gatt Tarmad were identified as sub-
contractors in Form 4.6.3. They decided to segjall@dvice from the Attorney
General's Office because they had problems regauttie identity of the tenderer, the
validity of the tender guarantee and admissibibtyhe tender.Ms Farrugia claimed
that Attorney General’s advice was not clear bteritded to be in favour of rejection.
The Chairperson declared that the Evaluation Boaemnbers were unanimous in
their decision.

When asked to state which criterion of adjudicatieould be adopted, that is, the
‘most economic advantageous tender’ (MEAT) or lawegce offer, which were the
only two criterion mentioned in the EU Directive sNFarrugia replied by stating that
they did not know the price yet because at thagestenvelope No 3 (Price) had not
yet been opened. When Dr Frendo referred the wstrte clause 31.1 which
stipulated thatThe tender will be awarded to the compliant biddgth the lowest
price’, she said that the award would be based not sofelyne price because at that
stage the tenderers would have already been faubd tompliant with the technical
specifications. Dr Antoine Cremona, another legalvisor to the appellant,
intervened and alleged that apparently the Chagueof the Evaluation Committee
was not conscious that she had selected the wirttegan (MEAT).

During cross-examination Ms Farrugia also testifiedt the Evaluation Committee
did not seek clarifications from Polidano Bros Lit@cause they were not of a
technical nature. In th&ummary of Tenders Receivid®e Evaluation Committee
indicated that they ‘requested further clarificatibecause they had difficulty in the
identification of the contractor and the sub-coctva She added that the
clarifications that were sought from other biddeese of a technical nature.

When cross-examined by Dr Galea, Ms Farrugia empththe procedure of tiénree
Package Systemvherein first they opened Envelope No Tehder Guarantégand

if found admissible then they would proceed witle thpening of Envelope No 2
(‘Specificationy. Those tenderers who were found compliant \thida specifications
would proceed to theBand last Envelope Rrice). She declared that neither the
Secretary nor herself, as Chairperson, had a vodetlaat only the members had
voted. When Dr Galea made reference to Clausk &lthe Tender Dossieland
asked what did she understand by ‘compliant biddé&f's Farrugia replied that the
bidder would have satisfied the tender guaranteeid technical specifications’
requirements and also compliant to the tender dossi

Also, Ms Farrugia stated that the Evaluation Cortesit decision was referred to the
General Contracts Committee who could have approvedjected it, but in this case
their decision was approved. She said that tlegont was submitted to the Director
of Contracts and that during the process they avieyd contact with the Department
of Contracts.
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In reply to specific questions by Dr Delia, the €parson of the Evaluation
Committee confirmed that (i) the tender box wasth®i rubber-stamped with
Polidano Bros Ltdnor Gatt Tarmac Ltd (i) the Leader was not indicated in the
Tender Form (iii) there was no tender guarantee form of Rwiml Bros Ltd, (iv)
tenders which did not conform to the tender procedequirements had to remain
unopened and (v) clarification could only be soumhpoints of a technical nature.

Following Architect Farrugia’s testimony, it wasetkurn of the other three members
of the Evaluation Committee, namely Messrs Angelortédi (Architect at the
Ministry for Gozo), Mario Ellul and David Vassal(both from ADT — Awtorita’
Dwar it-Trasport), to take the stand. In their itasiny, they all confirmed Ms Ivana
Farrugia’s version of events and statements reggrtheir appointment and the
signed declaration.

At this stage, Dr Noel Camilleri requested to fgstinder oath and to be exempted
from his professional secrecy. He declared thafidrjuly 2005 he had a meeting
with Mr Zarb who confirmed that the procedures aatile in this case were those of
LN 299 of 2003 and not those of LN 177 of 2005.

The appellants’ legal representatives’ request radyoce Dr Joanna Drake as an
expert witness on EU Law was rejected by the PCABahbse it was felt that the
appellant could make reference to EU legal mattetkeir written submissions and a
as a consequence Dr Drake’s intervention was cereiidoy the Board as not relevant
to the proceedings. During the long discussion thasued on this issue, the
appellants’ lawyers insisted that Dr Drake’s testitywas indispensable because they
wanted to prove that the laws regulating the pulpliocurement regulations as
transposed in Malta differed from the EU direcsivand also because the EU law was
now superior to domestic law. They argued thatREBAB should seek clarification
on the matter. After the PCAB’s decision to ablmjeits original ruling against Dr
Drake’s summoning in view of the fact that it calesied this hearing not the right
forum to bring about any misconceptions on Maltkse by the appellants’ legal
representatives, Dr Frendo verbalised that:

“Dr Frendo, Dr Noel Camilleri and Dr Antoine Cremariitolbu lill-Bord jisma’ lil
Dr Joanna Drake prodotta mill-patrocinati taghhatsex tixhed dwar |-applikabilita
o meno tad-dritt komunitarju ghal dan il-kaz kifallkid-decizjonijiet kunsinjati tal-
Qorti Ewropea tal-Gustizzja u Qorti ta’ I-Ewwel $stza tal-UE ghal dan l-istess
kaz.”

At this stage, all parties involved agreed with B@€AB’s request to forward their
written submissions to the BCAB’s Secretary by Ept8mber 2005 (12.00 hrs) and
to exchange same among themselves. It was atsedathat the said parties were to
submit such submissions by electronic mail.

The submissions in question are being reproducedrbatim’ in annexes ‘A’, ‘B’
and ‘C’ respectively attached to this document.
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As agreed, the third and final hearing was heldhenl0 September 2005.

At the beginning of this hearing the Chairman, PCgsil that the parties concerned,
namely, Ganado & Associates Advocates for Polidaros Ltd and Gatt Tarmac Ltd,
Sapiano & Associates for MAC Joint Venture and Calga for Ministry for Gozo,
had exchanged their respective written submissibiespointed out that the purpose
of this final session was mainly intended for egmdwty to rebut the written
submissions forwarded by the other parties. Thegalnpart was dedicated to each
party for these to make their first interventionkietr could be followed by further
interventions as a result of the proceedings thmougthe same hearing.

After this introduction, Dr Frendo was allowed tmrs the note of their written
submission because when it was presented he waadabr

However, before proceeding with the oral submissizmCamilleri pointed out that
although all parties were asked to submit theittami submissions by 12.00 hours
(Noon) on Monday, 12 September 2005 (the date of"1®eptember 2005 indicated
earlier was changed because it was brought tottheti@n of this Board that it was
going to fall on a Saturday), by 12.05 hours ohly &ppellants’ submission and that
of Dr Galea, on behalf of the Ministry for Gozo,&eeceived. He said that he
became aware of the fact that the written submsgiesented by the legal advisors
representing the MAC Joint Venture was not preskatetime and therefore he
requested that this should not be taken into cenaitbn. Dr Camilleri claimed that
this was verified by Mr Saviour Debono (SecretaBAB), Dr Cremona, Mr Mario
Gatt and himself. At this point the Chairman PCrsBlied that the written
submission by Sapiano & Associates on behalf of Midht Venture would be
accepted as it results to them that it was subdwtiéhin the stipulated time, even
though erroneously to the Contracts Departmeneaasbf the Secretary PCAB. At
this stage, the Secretary of the Board confirmetpaasented this Board with an
original stamped document denoting the recipietit@Department of Contracts, and
date and time of receipt of the said submissiddhen Dr Camilleri continued to
insist that submissions had to be submitted t&Gewretary PCAB and not to the
Department of Contracts, the Chairman PCAB drevatiention that it was also a
state of fact that the submissions should havelmso exchanged between the parties
concerned by that time but they were not. Dr Digliarvened to reiterate that their
note of submission was submitted on time. The PCAlirmed its ruling and
advised legal representatives to proceed.

Dr Antoine Cremona, initiated his intervention byigg background information
regarding the issue of the tender and the appagjieal

He said that there were three bidders for this$ fesder in Gozo which was co-
financed by the EU. One of the two rejected teademamely his clients, had filed
an objection against a deposit of Lm 10,000, teisdy 0.5% of the total estimated
cost of tender amounting to Lm2 million. He conteddhat, given that the aggregate
procurement value of this contract exceeded thesttwids stipulated by the EU
directives, it was the responsibility of the Dir@cbf Contracts, as the Contracting
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Authority, to administer and adjudicate this tendég said that this tender fell under
theThree-Separate Packageocurement procedure and that the appellants were
excluded from the final phase, that is, the opewinidpe third Envelope which
considers the financial package. The PCAB wasgheaguested to remedy the
situation by re-instating them in the bidding prexe

Dr Cremona proceeded by referring to what he ladedls Invalidity of the objection
placing particular emphasis on the applicabilityptrerwise of the legislation as well
as the relationship between Polidano Group, Patidgnos and Gatt Tarmac Ltd.

As regards the law applicable in this instanceCBemona said that their appeal
should not be considered “invalid and without effeed should be dismissed
immediately” as stated by the lawyers of MAC Ja&fentures in their written
submission because, although at the time of filivegr objection LN 299 of 2003 had
already been replaced by LN 177 of 2005, in sulestamothing had changed, and as a
matter of fact, the dispositions of the relevaigutation remained the same.

Furthermore, he pointed out that when the tendgsingess was initiated, the
applicable regime was LN 299 of 2003. In fact, @wntract Noticevas published in
the Official Journal of the European Uniamm 20 January 2005; the appellants
retrieved a copy of the Tender Dossier on 28 Jar2@05 against a deposit of
Lm2100; the evaluation process was almost terminaiteti0 March 2005; and the new
regime (LN 177 of 2005) entered into force on 3eJA2005. Therefore the latter could
not be said to apply retroactively.

Also, he said that their appeal was based on gpoditions included in the Tender
Dossier wherein Article 38 entitled ‘APPEALS’ reffed to Part XII of the Public
Contracts Regulations (LN 299 of 2003) in connettath the procedure for appeals
from decisions of the contracting authority in proement using the separate
packages procedure. The tender dossier createtl@alirelationship between the
Contracting Authority and potential bidders.

With regard to the other party’s claim that the efgmts’ objection should be
dismissed because the appeal was not filed byteheerer’ Polidano Bros Ltdbut

by Polidano GroupandGatt Tarmac LtdDr Cremona pointed out that they appealed
on the basis of the Director General Contract$etatf rejection dated 8 July 2005
which was addressed to Polidano Group and Gatt datttd and not to Polidano
Bros Ltd. Therefore, he failed to understand haswcblleagues argued that the fact
that Polidano Group was not a juridical entityhrstcase and Gatt Tarmac Ltd were
sub-contractors, the appeal should be considergdihgnd void’. In this respect
they could also argue that there was no sentenerotuision in the first place.

Dr Cremona proceeded by considering the ‘Tender&ee’ issue and he rebutted
the other parties’ remarks on this matter by sggtivat in his letter of rejection, the
Director General Contracts did not say that theléemguarantee was not in order but
that the offer was excluded due to alleged obscurithe identity of the tenderer. In
actual fact the reason given was that:

Page 16 of 98



‘The offer was not in compliance with the Tendes$&ler since the identity of the
tenderer submitting the tender is obscure becauskstthe tender guarantee
identified M/S Gatt Development Limited for Gattmac as the tenderer, the Tender
Form did not identify the name of the tenderer.’

He contended that the fact that the Evaluation Ciit@enproceeded with the opening
of the second envelope was a confirmation thatehder guarantee was valid since
otherwise the remaining two envelopes would hawnlibscarded unopened. Apart
from this, the validity of the tender guarantee wasfirmed during these proceeding
by the testimony given by Mr. Theuma and Dr Borganzi respectively. Also,

Mr Zarb testified that the tender guarantee, asqmied, safeguarded the public
interests and that the Attorney General’s advicafoded his version.

Dr Cremona said that, according to frender Dossierthe tenderers were obliged to
submit a valid tender guarantee for the amountnef25,000 issued by a Maltese
bank in favour of the Contracting Authority. It wast specified that the tenderer had
to furnish a valid bank guarantee in his “own namebdut of “own funds”. He said
that it was confirmed by the Attorney General théank guarantee issue by a
person/legal entity in favour of a third part wadid at law. In the circumstances, the
bid bond furnished by Polidano Bros Ltd was valhd @ompliant with the Tender
Dossier.

Dr Cremona said that this issue should be congddarthe context that a tender
guarantee was intended exclusively to safeguardhtbeests of the Contracting
Authority at pre-award stage only. As soon as thatfacting Authority awarded the
contract, the tender guarantee would be withdrawehraplaced by a performance
bond amounting to 10% of the contract price.

The appellants’ legal representative also place@mesnphasis on the fact that they
were not appealing because of the invalidity oftdreler guarantee but from the
decision taken by the Director General Contracexidude Polidano Bros Ltd’s bid
because of alleged obscurity on the identity oftémelerer. He said that they were not
contesting the mistake made by Mr. Caruana whefattex copied the term ‘Partner
4’ from the electronic text of another tender doemtnwhich he was simultaneously
compiling for Polidano Bros Ltd and which namedi&aho Bros Ltd aPartner 4 It
was evident that a human error was committed irPHrégner 4designation.

However, the Evaluation Committee felt that thistake was beyond redemption and
clarification. He said that Gatt Tarmac Ltd, whorgveubcontracted to carry out 30%
of the project in accordance with the requirementhie Tender Dossier, featured
only on one page (Sub-contractors’ Form 4.6.3).tl#d other pages in the tender
document contained detailed and consistent infaomaelating to Polidano Bros Ltd
as the only company submitting the tender. This avpsoof that the tender was not
being submitted as a Joint Venture. Furthermorenaiatained that, in view of the
fact that two out of three tenderers were iderdife the opening session; the third
could be no one other than Polidano Bros Ltd. Tioeeeit could not be argued that
the designation d3artner 4could have led the Evaluation Committee to some
confusion or, worse still, to obscurity in the itignof the Tenderer! So, the problem
could have been ‘the tender guarantee’ becauss/gsgprovided by a third party,
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However, Dr Cremona contended that this was naotaed as one of the reasons for
the rejection of the tender.

Also, he questioned whether it was justified taydalify a tenderer from a Lm2
million contract simply because Rartner 4 designation was written instead of the
word ‘Leadet. He said that in spite of the fact that the cetiSUMMARY OF
TENDERS RECEIVED’ which was published on the noticard of the Department
of Contracts contained the wordeq further clarification’next to Polidano’s bid, no
clarifications were sought. Dr Cremona was ofdpmion that the Evaluation
Committee should have asked the tenderer to cldrdynatter. The fact that it did
not seek clarification was “a great example of adahinistration”.

Dr Cremona proceeded by referring to the factwian the Chairperson of the
Evaluation Committee was asked to state the baswhich criterion [out of the two
available at law, i.e. the Most Economically Adwegeous Tender (MEAT) or the
lowest price] would the contract be adjudicated, shequivocally and wrongly
declared “MEAT” when in actual fact Article 31.1 thfe Tender Dossier specifically
stated that the criterion to be used was the ‘lbywase’. He contended that there
could not be competition with one tenderer.

At this point Dr Frendo took over the floor statitigt this appeal was based on
formalities. He was of the opinion that if the PE#vould conclude that the
Evaluation Committee had to seek clarification titemould have no alternative but
to quash that decision. Also, if it was not y&aclwhether such clarification should
be sought, then the PCAB, as an authority of kesbnt, should request to seek
clarification from the competent European authority

Dr Frendo said that, according to the provisiontheflaw, the Director General
Contracts was obliged to issue, administer andriaéte the procurement process
(Regulation 33 of LN 299/2003). He questioned whbe Director General
Contracts featured in these procedures, arguirtgtibasaid Director, somehow, was
reduced to a mere rubberstamp. Dr Frendo contehaédhe Ministry for Gozo
should have never appointed the Evaluation Comenéte such appointment, should
have been made by the Director General Contrakssa matter of fact, Dr Frendo
also claimed that the Director of Contracts hacgea on fully assuming his
responsibilities “to issue, administer and detesrthne contract”.

Furthermore he insisted that in view of the faet i Article 5 (2) () of LN 299 of
2003 it was specified that it was the functionha Director General Contracte
institute and to defend any judicial or arbitralgoeedings that may be necessary in
relation to any contract awarded by hinit was the Director General Contracts who
had to be a party in these proceedings defendmgdehision taken and not the
Ministry for Gozo.

He concluded by stating that, in the prevailingemstances, the decision of the

Department of Contracts should be quashed becdsseious breach of public
procurement legislation.
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Dr Galea, the Ministry for Gozo’s legal represenetsaid that th€lanning and
Priorities Coordination DivisionPPCD) within the Office of the Prime Minister
(OPM) has been designated asManaging Authorityin terms of Article 9 (I) Reg
EC 1260/99 by Cabinet decision 405/2005 of the @&nber 2000. He said that
according to thélanual of Procedures for Structural Funds 2004 8&3sued by
the said authority, the Evaluation Committee hadg@ppointed by the final
beneficiary (FB). He tabled extracts of tlanual of Procedureand highlighted the
relevant parts. In this case the final benefic@rthis project were the Ministry for
Gozo and the Malta Transport Authority (ADT). Raeph 7.5, referring to
‘Evaluation Committees’, specified thatenderers will be evaluated by means of an
Evaluation Committee (including tendering procedui@r less than Lm 20,000)
recommended and appointed by the head of the Fi®nssble for the contract.

He said that the Ministry for Gozo appointed Ehaluation Committea accordance
with theManual of Procedureand in consultation with the Director of Contracts
The opening of tenders was done in the presenceratet the surveillance of the
representatives of the Director General Contra€tse Chairperson and Members of
the Evaluation Committee declared that they coadutbntinuously with the Director
General Contracts’ officials and their recommerat&iwere studied and the final
decision was made by the Director General Contize$ed on such
recommendations. The Evaluation Committee rejéelaim that the Director of
Contracts said that he did not know what was goimg It had to be acknowledged
that it was impossible for the Director General €acts to monitor personally the
evaluation process of each tender. The fact thatds not present during evaluation
stage was irrelevant because the decision was orattee Evaluation Committee’s
report and acted accordingly. However, when thed@ar General Contracts issued
the rejection letter, he was assuming responsitioit that decision. Thus the
statement made in para 3.2.6 (appellants’ writtdomsssion) thatthe Director has
been divested of his role at lawas not correct. Furthermore, he asserted teat th
adjudication process of this contract was transpaed that the procedures were
strictly observed.

Dr Galea maintained that the points mentioned updea 8.1 of the appellants’
submission regarding the nullity of the tenderinggess and the referral of the matter
to the EU, should not be taken into consideratiecalise it is considered to be
irrelevant as only the issue of obscurity regardimgidentity of the tenderer was
mentioned in their objection.

With regards to the issue of the Tender Guaramie&alea stated that the said
guarantee that was issued by the Bank of Valléttdhy order of Gatt Development
Ltd for Gatt Tarmac Ltd” was not invalid. Howevérnere was lack of clarity because
the tender guarantee identified Gatt Tarmac LtthasTenderer’ when they were
only sub-contractors and also because the tendaePolidano Bros Ltd. Therefore,
he argued that, once Gatt Tarmac Ltd were nottéreléerer’, they were not assuming
any binding obligation towards the Director of Qasts. He said that a third party
could stand as ‘surety’ but, in that case, the gu@e should have been issued as
‘Gatt Tarmac Ltd acting as surety for Polidano Btad'. Therefore, he argued that
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if the Director General Contracts were to call upoetender guarantee he would be
laying himself open to an action for damages.

At this stage Dr Galea stated that, in his opintbe,regulations applicable in this
case were those of 2003 (LN 299 of 2003) even thdheletter of refusaindicated
LN 177 of 2005. He said that there was no substarmifference between the two
legal notices and the matter had no bearing onltieate decision.

On this issue of ‘MEAT’ vis-a-vis ‘Lowest Pricehé Ministry for Gozo’s legal
representative said that, with all due respeetag premature because one had to
consider the parameter within which to evaluatetéineler when the 3rd Envelope is
eventually opened.

Finally, Dr Galea said that the Evaluation Comneitteas obliged to seek
‘clarifications’ subject to such clarifications beisolely of a technical nature.

Dr Demarco commenced his intervention by sayingadpgaellants admitted that they
had committed errors in the submission of theidéen Therefore, the other party
could not blame their mistakes on others. Furtloeemin view of the fact that this
was a tender of Lm2 million, bidders were expedttethke matters even more
seriously.

He said that the Evaluation Committee was facet wisituation where the
appellant’s package was not identified; the temmrantee (Envelope 1) identified
Gatt Tarmac Ltd as the tenderer; in ti&Envelope, Polidano Bros Ltd was
identified asdPartner 4and Gatt Tarmac Ltd asib-contractoy each and every page
of the tender document was signed by both Polidane Ltd & Gatt Tarmac Ltd;
and the name of Polidano Bros Ltd did not featur¢he tender guarantee.

He contended that these mistakes merited the disga@on of the tender because
nothing was clear, hence the ‘obscurity’.

Dr Demarco said that LN 299/2003 was replaced bylZiK/2005 on 3 June 2005 and
therefore all procedures after that date are teepelated by the new law. They were
arguing that Polidano’s appeal was invalid because it was lodged on 14 July
2005, namely, one month after LN 177/2005 camefmtoe, then it should not have
been filed in terms of Article 102 (4) of LN 299(@®as the latter was no longer
effective. He said that the purpose of the repectidn of pertinent appeals
regulations in the tendelossierwas intended to make tenderers aware that, inafase
rejection, they had a right of appeal and, shouy idecide to appeal, such
regulations described the procedure that had follmeved. In actual fact even the
Director General (Contracts) in his letter of réj@e quoted LN 177/2005 as the basis
of his rejection. Dr Demarco emphasised that & wat a question that the new
regime was to be applied retroactively.

Dr Demarco rebutted the other party’s argumentstating that they would not have

raised the issue of the validity or otherwise & tbnder guarantee if Gatt Tarmac Ltd
was the tenderer. However, when th&Bhvelope was opened, it transpired that Gatt
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Tarmac Ltd was a sub-contractor and also that,rdswpto the appellants, the
tenderer was Polidano Bros Ltd. In the circumstahes was not only an issue of
obscurity but also a direct contradiction betweendtope 1 and Envelope 2 as far as
the identity of the tenderer was concerned. MACIenture’s legal representative
proceeded by stating that the law stipulated thguarantor’ could act as ‘surety’ for
the obligations of a third party but this couldybk done in writing as surety could
never be presumed. The tender guarantee subrmitt€att Tarmac Ltd did not
indicate that it was acting as surety for the dailans of Polidano Bros Ltd. The
name of the latter was not even mentioned in tegdarantee.

Mr Theuma'’s and Dr Borg Costanzi’s testimonies weferred to by Dr Demarco.
He claimed that in these testimonies both witnet=stffied that, in case of eventual
default, the Director General Contracts would bié pacause the tender guarantee
could be called on demand. However, when spetiifieaked what would they do if
they received a request for the withdrawal of thargntee on the grounds that
Polidano Bros Ltd withdrew from the tender, botls\aared that they would have to
refer. Also it was revealed that if the Directorm®eal Contracts were to mention
Polidano Bros Ltd in his claim, he would be reqgadgb remove it, otherwise the
bank would not pay. However, he pointed out thaté was another relationship
between the guarantor and the beneficiary because ievent that the bank paid the
Director General Contracts, Gatt Tarmac Ltd coulel the beneficiary for damages
stating that it was not tenderer.

Dr Demarco insisted that the Evaluation Committes wot obliged to seek
clarifications if it had doubts on the identitytbe tenderer. He said that the law was
very clear on this issue because it specified‘Tfteg Director of Contracts or, with

his authorisation, any contracting authority, shiadlve the right to seek clarifications
on points of a technical nature to enable a propealuation of any tender, which,
however, would at that stage have already beeradedlto be basically compliant.’

MAC Joint Venture’s legal representative proceeogdaying that by the statement
‘While the Commission’s evaluation committees areabliged to seek clarification

in every case where a tender is ambiguously draftex} have a duty to exercise a
certain degree of care when considering the condéetaich tender(page 32 of
appellant’'s submission), the Court of First Ins@amn@s not obliging the Evaluation
Committee to seek clarification on each issue.tfaumore although it was stated that
“In cases where the terms of a tender itself areddtarrounding circumstances known
to the Commission indicate that the ambiguity ptaipdnas a simple explanation and
is capable of being easily resolved, then, in ppl; it is contrary to the
requirements of good administration for an evalaatcommittee to reject a tender
without exercising its power to seek clarificatioiidr Demarco contended that this
was not a case which required a simple explan&gmause in Envelope No 1 the
Tenderer was identified as being Gatt Tarmac LttliarEnvelope No 2 as Polidano
Bros Ltd. According to Dr Demarco, this was a cafsa total contradiction regarding
the identification of the tenderer.
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He alleged that only three pages out of thirty-edges in the note of submission
presented by appellants were directly related @asbues mentioned in their letter of
objection.

With regard to the court case / sentence mentiondte appellants’ submission, Dr
Demarco said that no Court or authority was bound bentence of another Court.

At one point during his intervention, Dr Demarcadghat insinuations had been
made on the integrity of the Ministry for Gozo, teealuation Committee and Dr
Carmelo Galea. Dr Frendo, Dr Cremona and Dr Camilehemently objected as
regards the fact that they had passed any remgakssa the integrity of their
colleague, Dr Galea, and asked Dr Demarco to wathdiuch comments. Dr
Demarco confirmed that the remarks towards Dr Gale@ not passed during the
public hearings. The Chairman PCAB made referemtkd article featured on the
‘Independent on Sunday’ wherein it was reported EheGalea had a conflict of
interest. Also, he pointed out that since thisessas never raised by any of the
interested parties in the first place, as wellhasfact that there was no proof of
allegations made, the Board would not be conditidmgthe contents of this article
during its deliberations leading to a final deamsiAll represented parties in principle
agreed with this line of reasoning.

Dr Demarco went on to conclude his interventiorstating that the appellants had to
accept that they made a mistake in the formuladimh submission of the tender and,
as a consequence, they should allow the processitowue. He claimed that the
decision to disqualify the appellants’ tender wasdybecause it failed to comply with
the requirements of the tendssier The fact that the value of the tender was
substantial meant that the tenderers had more medplity.

Dr Delia said that the mistake appellants made whey did not put the name of the
tenderer on the outer envelope had immediate reggian on the whole tendering
process. He argued that if the outer envelope weried with the name of the
tenderer, the Evaluation Committee would have imately realised that the tender
guarantee (Envelope 1) was irregular and the rantppackages would have been
discarded unopened. The mistake continued to ¢edaé@ause when the Director of
Contracts informed the appellants that they had logsqualified, he addressed the
letter of rejection to Polidano Group and Gatt Tacrhtd. The first had no legal
entity in this case whatsoever and the latter waghacontractor. The actual tenderer
was Polidano Bros Ltd. Furthermore, Dr Delia caded that the actual tenderer did
not even submit an appeal.

With regard to the statemenfit,instead proceeded to open the second envelope
thereby confirming and ratifying the existence of#id tender guaranteg3 para of
page 21 of appellants’ legal representatives’ ssbiomns), Dr Delia said that it was
opened only because (i) at that stage the Evalu@ammittee did not know that the
tenderer was Polidano Bros Ltd and (ii) the Ter@earantee identified Gatt Tarmac
Ltd as the Tenderer.
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Dr Delia said that all points mentioned in the digmés’ submission under 5 — ‘Third
Party (subcontractor) Acting as surety’ should iseatded because these were
irrelevant to this case.

Also, referring to the same written submissionsentéed by appellants’ legal
representatives, Dr Delia said that 6.7 was thg paint relevant to this case because
Polidano Group had no juridical entity in this sxste and the fact that it was
mentioned first in the letter of rejection did meéan that it was the tenderer.

Dr Delia concluded by saying that, with regard 16 @f the same submission,
appellants’ legal representatives should not hagetimned only clause 28.2 but also
clauses 28.1 and 28.3 of the tender dossier betiagi$ender documents did not
comply with the requirements of the tendessier

On his part, Dr Grima commenced his oral submisbipreferring to the use of the
words ‘shall’ and ‘must’ in the relevant law whidxcording to him, implied that the
Director of Contracts and the Evaluation Committege not given discretionary
power. This was done on purpose to avoid disputeshis case, Dr Grima said, the
fact that the tenderer failed to adhere strictljhi® requirements of the tenakyssier
and regulations meant that the Director Generati@ots was obliged to discard the
tender. Dr Grima said that such failing scenanauded the fact that (i) the name of
the tenderer was not marked on the outer envelogéi the tender guarantee
indicated the tenderer as a person different floerténderer.

Referring to other matters, Dr Grima said thatRI@GAB was the judicial body of last
resort. No Court of last resort should seek @&lftiom another court because of the
independence of the judiciary, which, together ik parliament and executive,
were the three pillars of the rule of law.

At this stage all legal representatives were giwea last opportunity to clarify or
highlight any issues they felt pertinent, reasoaanid justified.

Dr Frendo said that, after having heard all theylens, the PCAB could appreciate the
difference in the approach of the two sides; whiistappellants’ legal
representatives’ approach was constructive, theoaph adopted by the other parties
was destructive. One of the reasons why they vwesyeesting the PCAB to be re-
instated in the tendering process was to ensuteéhtbaontract be awarded to that
tenderer who had the lowest and best offer andisare that the element of
competition prevailed since otherwise the scoph@ftendering process would be
defeated. He argued that the approach of the pHréy was destructive because they
raised the issue of the applicability of the lawd éimey mentioned Polidano Group
instead of Polidano Bros Ltd in their letter of e@tjon.

He did not agree that the final beneficiary wasNheistry for Gozo. Dr Frendo said
that he believed that the final beneficiary shcwdgte been the Director General
Contracts and/or the Chairman ADT. He alleged tthetEvaluation Committee
interpreted the doubt in favour of exclusion rattiem in favour of who had the best

Page 23 of 98



tender. Dr Frendo reiterated that, as a conseguéme process should be continued
with the inclusion of Polidano Bros Ltd.

With regard to thdvlanual of ProcedureDr Frendo said that these were just
guidelines and, therefore, were not intended tstsulbe in any way the relevant
regulations. However, he noted that not even thhegielines were followed because
although it was stipulated th@twas important to ensure transparency and
competition’there could be no competition with one tendereéhafinal phase.

Dr Cremona referred to the fact that the EvaluaGommittee should have been
appointed by the Department of Contracts. He mafd#ence to the sentence under
Section 7.10 of their written submission referringhe relevance of ECJ and CFl
rulings on all national courts and tribunals anel t&percussions in state liability if a
local tribunal went against such sentences.

Dr Camilleri, said that in his opinion, the processadjudication adopted by the
Evaluation Committee was bad practice becauseutmope of the adjudication was
not to exclude but to retain an element of comioetit

According to Dr Galea, the regulations specifieat the Director General Contracts
should administer the tender, however, it was irsjibs for him to evaluate all
tenders, and therefore he is allowed to appoirfatuation Committee. The
Curriculum Vitae (CV) of the Evaluation Committeasvsubmitted to the Department
of Contracts.

He denied that the Evaluation Committee was in @iawd exclusion of Polidano Bros
Ltd and Gatt Tarmac Ltd because in spite of thetfeat their outer envelope was not
marked with the name of the tenderer, they acceptpdoceed with the opening of
Envelope No 1. The same applied to the tenderagiee, because although it did not
conform exactly with the tender dossier, the EviadueCommittee accepted it on the
advice of the Director of Contracts and proceedgld thie opening of Envelope No 2.
This was done precisely because they wanted cotigpetiHowever the bone of
contention was that the name of the tenderer obdh& guarantee was different from
that indicated in the Tender Forms.

Dr Delia said that the PCAB was not the forum toide regarding the composition
and experience of the Evaluation Committee. &ieé that if the appellants were not
satisfied with the final decision taken by the PCAliley had other remedies by
referring the matter to the First Hall of the Ci@iburt.

On his part, Dr Demarco said that, with regarchsdpplicability of the law, it
appeared that the lawyers of the appellants didindéerstand the distinction between
aspects of substance and those of procedure. gasd®substance, the tender should
be adjudicated on the basis of LN 299/2003; howdwsdrl77/2005 should regulate
the procedure governing the appeal.

According to Dr Demarco, with regard to ‘MEAT’ afidwer price’ which were the
guiding principles of evaluation, each tenderer teafbllow certain formalities. Once
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it was proven that the appellant did not adhetéaender dossier’s requirements,
then the above criterion was rendered irrelevant.

As regards transparency, he said that it was @lgdiecause of this that they could
not risk to negotiate and seek clarification oroes submitted by the tenderer on
issues that could not be clarified. Dr Demarcofea out that any such request for
clarification must not seek the correction of folmaors. He said that this was not a
case of simple explanation because it concernedaat error regarding the identity
of the tenderer.

Dr Demarco brought his intervention to an end lguarg that the PCAB was not a
tribunal of last instance because appellants ceeddk remedy in the First Hall of the
Civil Court. However, Dr Frendo intervened bytstg his disagreement claiming
that the PCAB was a quasi-judicial tribunal of lestance in this appeal, with
appellants having right of recourse to the Comrarsgithe PCAB took the wrong
decision on grounds of a wrong statement of the law
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After the public hearings were concluded, the Bqaateeded with its deliberations
and reached its decision as stated hereunder.

The Public Contracts Appeals Board, having consii¢ne following issues, namely:

Legislation governing appeal — LN299 / 2003 or LN7I7 / 2005

The Board considered the fact that the legal pronsswere changed in the
intervening period between the issue of the teddeument and the lodging of the
Appeal. The Board believes that lea way shouldefioee be allowed in the
circumstances.

Moreover, the Board also considered that substhntiagulation LN 177 / 2005 and
LN 299 / 2003 are identical.

The Board, therefore, considers that the requestrfoulment of the appeal as
requested by MAC Joint Venture should not be eaitegtl because this would
constitute an injustice to appellants denying thleenright of redress.

‘Locus standi of the Ministry for Gozo

The Board noted that appellants contend that thestfy for Gozo had nddcus

standi in the proceedings and therefore should not lmeen allowed to submit its
representations and the oral and written submissbould not have been considered
during the whole process.

The Board notes that the Ministry for Gozo has h#sagated by Government with
various responsibilities, amongst which those é@drmaintenance and construction
although ADT remains responsible for the regulatspects. The Board therefore
considers that the status of the Ministry for Goan be accepted as the final
beneficiary. As the final beneficiary, the Boagtees that the Ministry for Gozo ha
a definite locus standi

[72)
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Breach of Requlation 33 and the invalisity of the ward procedure

According to appellants, the procurement regimthisf Contract was applied
incorrectly because Reg. 33 of LN 299 / 2003 states

“Provided that public contracts required by thosantracting authorities listed in
schedule 2 shall biesued, administered and determinbg the Department of
Contracts, which for the purposes of these regaoitetishall act on their behalf;
and public contracts required by those contractghorities listed in Schedule 3
shall be issued, administered and determined bygdnéracting authorities listed
subject to the provisions set out in these regoihei”

Appellants argue that the appointment of Bvaluation Committeshould have been
made by the Director of Contracts and not by thaisfiy for Gozo and therefore the
appointment is null and void since, in their opmithis directly contravenes the
provision of the above regulations.

1=4

The Board considers that although legislation tydays down the responsibility for
public procurement in certain cases on the Direat@ontracts, it is the normal

practice that the evaluation of the tender subnhidecarried out by technical boardg
appointed by the Departments or entities on whebalbthe tender has been issued.

Moreover, during the last sitting, Dr Galea presdrdManual of Procedurevherein
it is clearly shown that the appointment of thelesdon committee is to be made by
the final beneficiary responsible for the contract.

The Board accepts that the document presented isfilcial document governing
procedures in such cases and therefore accepthénptocedure adopted in respect
of this tender was correct.
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Validity of Tender Guarantee

The Board notes that from the evidence submittexhpears that at the time when
Envelope No.1 of Tender No. 3 was opened, the Gteeavas issued in the name of
Gatt Development Limited for Gatt Tarmac Limite@mdifying them as the
‘tenderer’.

At that moment, the question of the real identityfenderer No. 3 had not yet
materialized and, therefore, the decision takethbyDirector of Contracts to accept
thetender guarantebaving deemed such Guarantee sufficient to safdgha
interests of the Government was justified. Furiae, this Board agrees that such
decision was not taken within the context of thebem that arose later regarding the
identity of the ‘tenderer’.

When the bid for tender no. 3 was opened, it becarident that the tender was not
submitted by Gatt Tarmac Limited and at this siagecame clear that the Guarantee
was not serving the purposes for which it was madke first place.

Moreover, the evidence given both by Mr Theuma@n8&org Costanzi served to
bring out the confusion that the Guarantee coule ltaeated, going so far as to have
Dr Borg Costanzi stating that he might even haveotesult with his client, Gatt Bros.

It also became evident that had the Director oft@ats demanded payment withou
advising the Bank of the tenderer’s identity, saction could have possibly rendered
him liable for damages.

s

In their submissions, the appellants appeared\e hkayed down the importance of
this Guarantee in the knowledge that at a lateresta Performance Bond would be
iIssued instead.

The Board considers that the Bid Bond was a cleguirement of th&ender
Documentand the fact that a Guarantee was produced wimi¢che opinion of this
Board did not satisfy this Tender Document, cartr@oargued away.

The principle cannot be accepted that tendererpickrand choose fromBender
Documentwvhich are the more or lesser important featurelspaioceed according to
their subjective estimation.
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Third Party (subcontractor) acting as ‘surety’

The Board acknowledges that a Bank Guarantee issubéhalf of a person or legal
entity in favour of a third party is valid at laprovided, however, that such
Guarantee clearly indicates the identities of theltparty.

In this case the guarantee carried no indicatioatgdever that it had been made to
cover the responsibilities of other persons sudAdslano Bros.

Had Gatt Tarmac issued this guarantee on beh&bldano Bros., the matter woulg
have been different.

Alleged conflict between the names appearing on theender Guarantee and the
Tender Form

It may be agreed that if one were discussing H#sse in isolation, the indication
given in the tender form of Polidano Brothers astiRer 4, the case could be
relatively simple.

However, the case needs to be examined in its @xitpland, therefore, one has to
associate the above ‘mistake’ with the fact thatTender Guarantee was issued by
Bank of Valletta to the order of Gatt Developmetud for Gatt Tarmac Ltd, the
‘tenderer’.

Also according to the testimony of the memberdefadjudicating board the tende
package had no indication upon it as to the idgofithe ‘tenderer’. This requirement
arises out of the provisions of clause 14.2.3.¢heftender document. Messrs.
Farrugia and Caruana, witnesses brought forwartidwappellant gave evidence that
the packages were stamped but the PCAB on balaetethat this evidence was ng
as concrete as that given by the members of thel@mdgtion board and therefore
considers that it is highly probable the tenderuioent was not marked as it should
have been.

—+

It is true that in the same tender document Pobdanmos. Ltd. were indicated in
various sections as the tenderers, however indime glocument there also appear
certain details in regard to the organization oftGarmac Ltd. who, as sub-
contractors, did not need to produce. This coulg bave served to compound the
confusion of who actually is the responsible ‘terede
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Application of local leqgislation

The Board feels that Maltese legislation reigngsme.

From the evidence heard and submissions made thel Beels that this is sufficient
to allow the Board to form a clear opinion withiretcontext of local legislation and |it
does not therefore deem that it should go beyoisd th

Clarifications

Also, with regards to the submission made thatdage could and should have been
resolved by th&valuation Committeseeking clarifications, the Board is of the
opinion that the extent of the obscurities was ghalhthese were not amenable to
simple clarifications. Indeed, the Board feeld thay attempt at clarification between
the Evaluation Committeand the tenderers could well have developed isteri@s of
negotiations which are clearly inadmissible undiergrovisions contemplated in a
tendering process.

Competition

While the Board agrees that healthy competitiorukhbe fostered, it can never
concede that tenders which are submitted in a flaavaobscure manner, for whatever
reason, should be allowed to proceed.

Insufficient attention

Finally, the Board notes that the evidence giveliciates that insufficient attention
was given to the formulation of this tender in st its magnitude, a fact which
should have merited a greater sense of respomgidiid therefore attracted greater
attention in its compilation.
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In consequence, the Board has decided to rejeciotinglaint raised by the appellant
and authorises the tender award procedure to eantifth the exclusion of

appellant’s bid.

Moreover, the Board has also concluded that, msesf the provisions of regulation
102 (4) of the Public Procurement Regulations 2@®5 deposit paid by Appellant
cannot be refunded.

Alfred R. Triganza Anthony Pavia Edwin Muscat

Chairman Member Member

Date: ¥ October 2005
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Attachment ‘A’

Written submissions in connection with the appealddged by ‘Polidano Group
and Gatt Tarmac Limited’ (“The Appellants”) in term s of the letter dated &
July 2005 issued by the Director General (Contrac)sand in terms of regulation
102(4) of LN 299/2003 quoted in Article 38 of thed@nder Dossier pertaining to
Tender Number CT2616/2004.
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Written submissions in connection with the appeal lodged by *Polidano Group and
Gatt Tarmac Limited” (“The Appellants™) in terms of the letter dated g™ July 2005
issued by the Director General (Contracts) and in terms of regulation 102(4) of LN
200/2003 guoted in Article 38 of the Tender Dossier pertaining to Tender Number
CT2616/2004.

The Appellants duly and respectfully submit that:

1. Facts leading to this appeal procedure:

1.1 The Publications Office of the European Union published on behalf of the
Department of Contracts (contracting authority) an EU-Prior Information Notice
[2004/5 204-174491] on the S-Supplement of the Official Journal of the European
Union in connection with the contract for the Upgrading and Restoration of Dwejra to
Rabat Road, Gozo (GD2. Dwejra to GA30jct. at NW of Rabat) on the 19" of October
2004

1.2 On the 22* January 2005, the Publications Office, also on behalf of the Department
of Contracts (contracting authority) published a Contract Notice [2005/5 16-014869]
in the S-Supplement of the Official Journal of the European Union called “Tender for
the reconstuction and upgrading of San Lawrenz to Rabat, from junction GD1, San

Lawrenz Square, to junction ja 30, Rabat, part of arterial route No 1, Rabat, Gozo’;

1.3 The Appellants retrieved a copy of the Tender Dossier for tender number CT
2616/2004 from the Department of Contracts against a fee of Lm 100 on the 28 of

January 2005;

1.4 The Appellants cast their offer in the tender box at the Department of Contracts,
Notre Dame Ravelin, Floriana on the 10% March 2005, some minutes before the
closing time set in terms of Article 14.2.2 of Volume 1 of the Tender Dossier for

Thursday, 10™ March 2005 at 10:00 am:
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1.5 The Appellants” Tender was signed by Mr. Charles Polidano, Director. on behalf of
Polidano Bros. Ltd. and by Mr. Raymond Gatt, Director, on behalf of Gatt Tarmac

Ltd. in the latter’s capacity as sub-contractor;

1.6 An Evaluation Committee, appointed by the Ministry for Gozo and made up of
Architect Ivana Farrugia (Chairperson), Arch Angelo Portelli (Member), Arch
Mario Ellul (Member)., Arch. David Vassallo (Member) and Mr. Saviour Tabone
(Secretary), proceeded with the public opening of the sealed offers at the premises of

the Department of Contracts in Flornana on the 10™ of March 2005;

1.7 In total three (3) offers were submitted. and, as evidenced 1n the “List of Tenderers/
Tenderers” Representatives Present’ at the opening session circulated by the
Evaluation Committee and signed by authonised representatives of the three bidders,
all the three bidders were represented at the opening session and their presence was

duly ascertained by the Evaluation Committee prior to the actual opening of the three

bads:

1.8 The Ewvaluation Commuittee assigned numbers to the three tender packages. The

Polidano bid was assigned the number ‘3" and was opened last;

1.9 After opening the first package in the three-separate package procedure, the
Evaluation Committee ascertained that the Tender Guarantee issued by Bank of
Valletta ple in connection with the tender number CT 2616/2004 for the value of
twenty five thousand Maltese Lini (Lm 25.000) identified Messrs Gatt Development

Ltd. for Gatt Tarmac Ltd. as the ‘Tenderer’;

1.10  From the short extract of the deliberations of the Evaluation Committee given to
the Appellants by the Director General {Contracts), 1t transpired that at the second
envelope stage, the Evaluation Commuitiee considered that: “The Tender Form

(Volume 1 Section 2 of the Tender Dossier) within envelope no. 2 identified Messrs

B
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Polidano Bros. Lid as Partner 4 with no further information being given as regards

io the Leader and any other Partners submitting this offer.”

111 The Evaluation Committee subsequently published a notice with the summary
results of the tender opening session on the notice board of the Department of
Contracts signed by the Chairperson Ivana Farrugia and containing the words “fo

seel further clarificarion” next to the second package of the Polidano hid;

1.12 However, no clarification whatsoever was sought from the Appellants in the

mtervening four-month period between the tender opening session and the letrer of

rejection;

1.13  On the 8™ of July 2005 Polidano Group and Gatt Tarmac Limited were notified

with the letter of rejection 1ssued by the Director General (Contracts) quoting LN. 177

of 2005;

2. Appeal Proceedings — Contracts Appeals Board

2.1 On the 14™ of July 2005, Appellants lodged an appeal against the decision dated 8™
July 2005 and in terms of Regulation 102(4) of LN 299 of 2003 (as amended) this
appeal application was accompanied by the deposit of Lm 10,000, equrvalent to 0.5%

of the total procurement value;

2 2 The Director General (Contracts) issued an acknowledgement of the Objection in

terms of Regulation 102. Part XII of LN 299/2003 expressly quoted therein':

2.3 From this date, to the date of the first sitting held on the 24™ August 2005 the
Appellants were repeatedly denied by the Secretary of the Appeals Board and by the
Department of Contracts access to all documentation concerning this case, mcluding

replies by interested parties and minutes of the Evaluation Commuittee;

! See informal copy of said acknowledgement attached and marked as ‘Doc B’
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2 4 During the first sitting of the Contracts Appeals Board. the Appellants were served
with informal copies of a reply to their appeal filed by the MAC consortium (Leader:
Road Construction Limited), one of the three onginal bidders and of another unsigned
reply (surpnisingly) on behalf of the Mimistry for Gozo only after oral representations

to this effect made by legal counsel for Appellants at the first sitting;

2.5 In these proceedings the Appellants and the other parties opposing the appeal

produced a number of witnesses;

2.6 Mr. Jack Thewma, Gozo Branch Manager of Bank of Vallerta plc, gave evidence on
the wvalidity of the Tender Guarantee no. G24TFC5092 provided for Tender CT
2616/2004 and included in the Polidano bid. He asserted that if presented with the
original bank guarantee, the Bank would honour 1t and transfer the funds (Lm 25.000)
in favour of the beneficiary, the Director General (Contracts) with no “guestions
asked”. In cross-examination, Mr. Thewma said that although the bank in principle
would need no reference in the request by the Director General (Contracts) erther to
Polidano or to Gatt Tarmac Ltd, he would refer the 1ssue to the Bank's legal office in
case the request would expressly mention Polidano Bros. Ltd. However, Mr. Thewma
reiterated that 1f the original bank guarantee 1s presented to the Bank accompanied by
a mere request refernng to tender no. CT2616/2004 the Bank would affect payment

with no hesitation;

2.7 The second witness produced by the Appellants was Mr. Mario Gatt, shareholder of
Gatt Tarmac Ltd., who explained that he was directly mvolved in the process of
compilation of the Tender document. He also stated that the underlying business
relationship between his firm and Polidano Bros. Ltd, in terms of which Gatt Tarmac
Ltd was to furnish a bank guarantee and act as subcontractor, was concluded by
means of a written private agreement between the two companies. He confirmed Gatt
Tarmac Ltd."s status as subcontractor in this process and alse that its contribution to

the whole project was lumited to 30% of the total procurement value in line with the
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requirements of the Tender Dossier. Mr. Gatt confirmed that there were only three
bidders 1n this process and all were represented at the tender opening session on the
10™ of March 2005. He also confirmed that the Polidano bid was the last one to be
opened by the Evaluation Commitiee. In cross-examination the witness confirmed
that the List of Tenderers’” representatives present at the meeting was not signed by
him but by Mr. Charle Farrugia representing the Tenderer Polidano Bros. Litd. Mr.
Gatt also recalled that the Polidano bid was clearly marked by at least one Polidano
stamp placed on the paper wrapper in which the box containing the separate packages

{envelopes) was wrapped.

2.8 Mr. Charlo Farrugia. (Polidano Bros. Ltd) then confirmed on oath his presence on
behalf of Polidano at the tender opening session. He said that the tender was
deposited only some minutes before 10:00 am and that the package contained at least
one Polidano stamp on the wrapping paper. Mr. Farrugia also gave some details on
the underlving commercial relationship between Polidano Bros Ltd. and Gatt Tarmac
Ltd. on this project and confirmed the former’s status as Tenderer and the latter’s role
as subcontractor. Mr. Farrugia confirmed that at the tender opening session, in reply
to a question put by a member of the Evaluation Commuttee, he had identified himself
as the Polidano representative who had signed the List of Tenderers/Tenderers’
Fepresentatives present at the session. The witness stated that he was well aware that
Polidano occupied the role of Leader in this Tender and that Gatt Tarmac Ltd. was
simply being subcontracted with 30% of the total works value. Mr. Farrugia said he
had vetted the majority of documentation and mformation relating to Polidano Bros.

Ltd. which the company submitted in this Tender;

2.9 The fourth witness in these proceedings was the Director General (Contracts) himself,
Mr. Edwin Zarb. Mr. Zarb recalled how he had been called in to clarify some issues
raised by the Evaluation Committee i connection with the Tender Guarantee and that
he had asserted that the Tender Guarantee present in the first envelope of the Polidano
offer was in his opinion perfectly valid. He asserted that Banks always use their own

wording when issuing tender guarantees and that unfortunately although this was
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mvariably the case, public contracting authorities still published specimen/models as
the one contamned in the Tender Dosster. In his examunation-in-chief, i cross-
examination as well as in replies to questions asked directly by the Chairman and the
Members of the Contracts Appeals Board, Mr. Zarb had no hesitation to reaffirm
several times that the financial interests of the contracting authority (1.e. the
Department of Contracts of which he 1s the Director General and therefore the public
mterest) were sufficiently safeguarded with the Bank Guarantee in question. He
considered the bid bond furnished to be compliant with the requirement of a valid
Tender Guarantee in terms of the Tender Dossier. He retterated however, that he later
became aware that the Evaluation Commuttee had encountered other problems with
the Polidano bid, in particular with respect to the identity of the Tenderer. Finally Mr.
Zarb also asserted that if one were to adopt strictly formalistic attitudes 1 public

procurement then hardly any one tender could ever be judged as “compliant™:

2.10  Mr. Paul Caruana, quantity survevor, in his deposition identfied himself as the
person responsible for drafting most of the Tender documentation. He confirmed
what was earlier stated by Mr. Gatt and Mr. Farrugia that the Tender document left no
room for interpretation as to the roles of Gatt Tarmac Ltd. and Polidano Bros Lid. in
this project. The latter was the Tenderer whereas the former was clearly identified as
a subcontractor. However, Mr. Camana admitted committing a human error i the
compilation of the Tender Form. Although the form still identified only Polidano
Bros Lid. as the Tenderer and provided clear contact details for the said company, the
words ‘Parmer 4 instead of the word ‘Leader’ were included in the first left-hand
side column. Mr. Caruana explained that this text was copied and pasted from the
electronic text of another tender document which he was simultaneously compiling
for Polidano Bros Ltd. and where Polidano Bros Lid. showed as “partner 4. Mr.
Caruana also made ample reference to Volume 1, Section 4 of the Tender Dossier
which contamned detailed and consistent information concerning Polidano Bros. Lid.
as the company submutting the Tender as the Tenderer. He also stated that there was

no form of project partnering or other legal setup as for mstance a joint venture on

= Telde nogoghdu nfittxu l-irgagat kollha possibbli ma jkmnx hemm tender wiehed i jghaddi!”
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this project. Gatt Tarmac Limited was however to be responsible for the maximum
amount of works permussible in terms of the subcontracting provisions of the Tender
Dossier, 1.e. 30%. As Mr. Caruana was going through the various sections of the
Tender document identifying Polidano Bros. Ltd. as the Tenderer. both legal counsel
for the other parties and the Contracts Appeals Board agreed that no further evidence
was required to establish that Polidano Bros. Ltd. featured as the Tenderer on the

document:

2.11 Dr. Michael Borg Costanzi, Head of the Bank of Valletta Legal Office,
produced by the Contracts Appeals Board, then confirmed the validity of the tender
guarantee. He asserted that Bank guarantees are ‘stand alone” documents and that
from their own nature if the beneficiary, in this case the Director General (Contracts)
presents the original guarantee, the Bank would immediately release funds on
presentation of the original guarantee with ‘no questions asked’. Asked directly by
the Board whether reference to ‘Polidano Bros. Ltd.” in the request letter by the
Director General (Contracts) (calling the guarantee) would prevent the Bank from
releasing the funds in favour of the beneficiary because the guarantee itself refers to
obligations assumed by ‘Gatt Tarmac Limited’, the witness was very clear in his
reply. He said that the Bank would ask the Director to simply delete any such

reference and 1t would immediately release funds in the beneficiary’s favour

212  The next witness to be produced by the Appellants was the Chairperson of the
Evaluation Committee, Architect Ivana Farrugia. Arch. Farrugia stated that she was
emploved by the Ministry for Gozo and that this was the first time she had been
nominated to chair such a committee in a procurement process. She had been
appointed to serve as Chairperson in this adjudication by the Ministry for Gozo but
that she did not recall the official who signed her letter of appointment. She said also
that on the date of the tender opening session there were three packages and that each
package was numbered by the Evaluation Commutiee. Arch. Farrugia also stated that
the Committee had circulated a List of Tenderers/ Tenderers” Representatives present

at the opening session and that it was signed by representatives of the three bidders.
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After opening the first two packages out of three containing the other offers, Arch.
Farrugia said that the third package could still not be 1dentified by the Commuttee as 1t
allegedly did not bear any identification and that for all that she knew it “could have
been a bomb’ (sic). The witneess explained that no minutes of proceedings or
deliberations were taken at the tender opening procedure. Instead the Members of the
Committee drafted a summary report some days later. On the question of the validity
of the Tender Guarantee, Arch. Farrugia stated that on opening the first envelope, 1n
her opinion, the bank guarantee did not reflect the standard wording shown in the
specimen contained in page 59 of the Tender Dossier. She also recalled that a
member of the Contracts Commuittee had expressed his opimion that the bank
guarantee was valid and that this was later confirmed by the Director General
{Contracts) Mr. Zarb who had been called in to venfy the validity or otherwise of the
guarantee. Mr. Zarb had expressed no reservations on the validity of the guarantee.
The witness stated that after Mr. Zarb had affirmed that the bank guarantee was valid
in terms of the legal requirements stipulated by the Department of Contracts, as the
contracting authority, the Evaluation Committee proceeded to open the second
envelope. At this point she asserted that the Members of the Committee could not
find any reference to Gatt Tarmac Lid. in the tender document and that Mr. Mario
Gatt had indicated the part of the Tender document referring to Gatt Tarmac Limited
as the subcontractor. Because Polidano Bros. Ltd. was indicated in the Tender Form
as ‘Parmer 4° and because the Tender Guarantee was not issued in the name of
Polidano but in the name of Gatt Developments for Gatt Tarmac Limuted, she asserted
that the Board could not deduce the identity of the tenderer. In agreement with the
other Members she therefore sought the Attorney General’s advice on this matter. In
addition they published a signed schedule on the notice board of the Contracts
Department containing the words “to seek further clarification” next to envelope no.

2 of the Polidano bad.
In reply to questions made by the Chairman of the Contracts Appeals Board, Arch

Farrugia stated that to her the advice given by the Attorney General was not

sufficiently clear and that it left room for interpretation as to the validity or otherwise
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of the Tender Guarantee furnished. She later stated that the Evaluation Committee
held some meetings in the premises of the Government Farm at Xewkija, Gozo
discussing the issuwes involved and that the Ewvaluation Committee decided to
recommend a rejection of the Polidano bid. Arch. Farrugia argued that the Evaluation
Committee was competent to reach such a decision irrespectively of the advice given
by Mr. Zarh and the Office of the Attorney General Asked by legal counsel for
Appellants why notwithstanding the undertaking to seek clarification. no such
clarification was sought, Arch Farrugia declared that it was evidently a mistake on

her part to have made such an undertalang.

In addition, when asked the very basic question to state on which criterion (out of the
two available at law, 1e. the Most Economically Advantageous Tender "MEAT” or
the lowest price offer) had been adopted by the contracting authority to award this
contract, she unequivocally and wrongly declared ‘MEAT™ when 1n actual fact Article
31.1 of the Tender Dossier specifically states that the criterion to be used 1s the lowest

price offer.

Ivana Farmgia also declared on oath that all Members of the Evaluation Committee

had signed a declaration of mndependence and impartiality.

2.13  The other members of the Evalvuation Commitiee Arch. Angelo Portelli, Arch.
Mario Ellul and Arch. David Vassallo produced by the Muustry for Gozo
confirmed that they were appointed to the Evaluation Committee by the Ministry for
Gozo and that they signed a declaration of independence and impartiality. No one
confirmed that such declaration included lack of any real or potential conflict of

interest.

214 Dr. Noel Camilleri then on oath testified that in a meeting held at the Department
of Contracts on the 12 July 2005 with Mr. Edwin Zarb on behalf of the Contracting

Authonity, Mr. Zarb confirmed that the applicable regime was that enshrined in LN

299/2003.
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215 Inview of the technical arguments on EC Law which legal counsel for Appellants
planned to expound in further detail in written and oral legal submissions in front of
the Contracts Appeals Board, they finally requested to produce Dr. Joanna Drake as
expert witness on EC Law. This request was however, rejected by the Board
followmng strong representations by legal counsel representing MAC Joint Venture

(Leader: Road Construction Limited).

3. Inrregularity of the Procurement Process

3.1 Wrong Application of the applicable law — legitimate expectations under LN

200/2003

3.1.1 Article 38 of the Tender Dossier’ entitled “4ppeals’ contains extracts from Part
XII of the Public Contracts Regulations (LN 299/2003) in connection with the
procedure for appeals from decisions of the contracting authonity in procurement

processes using the separate packages procedure.

3.1.2 In his ‘rejection letter” of the 8 July 2005 addressed to Polidano Group and Gatt
Tarmac Ltd | the Director General {Contracts) however refers to the provisions of
the ‘new” public procurement regime promulgated by means of LN 177/2005 on

the 3 of June 2005:

3.1.3 The application for appeal lodged in terms of Article 38 of the Tender Dossier,
referred to the applicable regime 1n terms of LN 299/2003 (as amended) quoted in
the Tender Dossier and as endorsed in the official acknowledgement sent to the

Appellants by the Director General (Contracts) on the 14™ July 2005%;

p. 30 ot seq
* Doc A attached
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314

315

In the reply to the application for appeal, filed by the MAC consortium (Leader:
Road Construction Limited), the respondents refer to the fact that LN 299 of 2003
has been replaced by LN 177 of 2005 and assert that any reference to the “old’

procurement regime renders the appeal null and void.

The Appellants humbly submait that this 1s a gross misapplication of basic rules on
legal certainty and retroactivity of the law. It is not only self-evident but also
requires little legal argumentation i terms of the doctrine of legitimate
expectations. Non-retroactivity of the law 15 a basic tenet of the doctrines of the
rule of law and legal certainty, and such the decision to apply the new regime in
the absence of a clear transitory provision to that effect is symptomatic of the
manner in which this adjudication process has been handled. Not only 1s the
decision of the contracting authority in breach of EC Law (as will be argued
hereunder). and not only was the Evaluation Committee irregularly constituted®;

but it even applied the wrong procurement regime!

It 1s essential at this stage, before submitting any legal arguments on the
applicable legal regime to this procurement process, to set a brief time-line of

main events m the award of this public works contract:

« 19/10/2004: Prior Information Notice (Official Journal)

* 20/01/2005: Contract Notice (Official Journal)

s 28/01/2005: Retrieval of Tender Dossier by Appellants

e 10/03/2005: Deadline for submission of tenders

e 10/03/2005: Tenders Evaluation by Evaluation Committee

* 22/03/2005: Letter from legal counsel for Polidano Bros. Lid

Director General (Contracts)
e (3/06/2005: LN 177/2005 comes into effect
* (8/07/2005: Rejection letter 1ssued 1o terms of LN 177/2005

11
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3.1.7

LN 177 of 2005 transposes into Maltese Law the provisions of the new EU public
procurement regime — Directives 17/2004/EC and 18/2004/EC enacted in April
2004 and replacing the existing procurement rules which were divided in three
distinet directives on public works, supplies and services accompanied by a
remedies directive which still remains in force. The deadline for transposition in
Maltese Law was set by the European Commission for the 31¥ January 2006, but

Government has now already transposed the new regime.

However, this new regime which entered into force in Malta on the 3™ June 2005

cannot be said to apply retroactively to a procurement relationship which was:

(a) initiated on the 28" January 2005 with the retrieval of the tender
documentation;

(b) preliminarily adjudicated on the 10™ of March 2005:

(c) acknowledged by the Director General (Contracts) in terms of LN 299/2003;
and which above all

(d) 1s based on a Tender Dossier which makes express reference to LN 299/2003
as the regime applicable to the tender process including any appeal

&
procedures”.

The principle of legal certainty is a general principle of law and a fundamental
element in the doctrine of the rule of law. In specific circumstances however, 1t
has been applied to refer to the principle of legifimate expectations and the
principle of non-retreactivity af the law. According to the basic principle of non-
retroactivity, a measure cannot take effect before it is published. LN 177/2005
was published on the 3™ June 2005, ie. when the tenders compiled in accordance
with the contract Notice and in terms of the provisions of the Tender Dossier, had
not only been submirted, but had already been opened and subject to an evaluation
on their merits by the Evaluation Committee on the 10™ March 2005. It is obvious

that this process 1s governed by the law in place at the time of publication of the

¥ See
® See Article 38 of the Tender Dossier
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contract notice, which is the time when all bidders or potential bidders in the
Internal Market (by retrieving copies of the Tender Dossier) acquired legitimate
expectations that the contracting authority will conduct the process of
adjudication in accordance with the provisions of the Tender Dossier. including
therefore Article 38 thereof which specifically quotes Regulation 102 of LN
209/2003 as the applicable appeals mechanism.

3.1.10 Furthermore, it 15 inconceivable in terms of the principle of legal certainty that a
contracting authority invokes a supervening procurement regime, which has
entered into force just before the formal notification of the rejection, only for the
first time in that same rejection letter, 1.e. after having applied throughout the

‘old” regime.

3.1.11 For correctness sake however, it has to be stated that the changes brought by the
‘new’ procurement regime with the introduction of revised thresholds and the new
‘competitive dialogue’ procedure, may have no substantive effect on the current
proceedings. The application by the contracting authority of a new regime which
15 clearly not applicable to a procurement process that has already been published,
evaluated and reached a late stage in the adjudication however, further highlights
the superficiality with which the process has been handled and the total disregard

for vested rights of the Appellants.

31.1.12 In addition, apart from the fact that the Tenderers in these proceedings could
certainly rely on the express provisions of the Tender Dossier, the applicable
regime was confirmed by the Director General (Contracts) himself Mr. Edwin
Zarb in a meeting held on Tuesday 12® July 2005 with Dr. Noel Camilleri at the
Department of Contracts. This was confirmed under cath by Dr. Camiller: himself

and his evidence was not m any way contested.

3.1.13 The tenuous nature of the argument in favour of the applicability of the new

regime 1s further exposed if one were to consider the legislative history of the new

13
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EC Procurement Directives transposed by LN 177/2005. In the dizcussions and
consultations at EU-level prior to the adoption of the “new package’, there was a
strong move in favour of eliminating the ‘lowest price offer” as a selection
criterion and retaining exclusively the MEAT (“Most Economically Advantageous
Tender™). In the end this amendment was not adopted. However, had this selection
criterion been removed from the new EC legislative package, and therefore from
LN 177 of 2005, what would have happened to this procurement process which 1s
clearly and unequivocally based on the lowest price criterion per Article 31 of the
Tender Dossier? Would it have been suspended? And what about the legitimate
expectations of the three bidders? Could they sue the contracting authority for
damages? Or would the procurement process be aborted and reissued

accordingly?
3.2 Breach of Regulation 33 and the invalidity of the award procedure

321 The incorrect application of the procurement regime governing this contract
highlighted in the last preceding section, is not the only evident serious
irregularity in this process. Regulation 33 of LN 299/2003 regulates the contracts
whose estimated value equals or exceeds the applicable thresholds, including
procurement processes in which the “separate packages™ procedure 1s used. The

proviso to Beg 33 reads as follows:

“Pravided that public contracts required by those contracring authorities listed in
schedule 2 shall be issned, administered and determined by the Department of
Contracts, which for the purposes of these regulations shall act on their behalf;
and public contracts required by those contracting autharities listed in Schedule 3
shall be issued, administered and determined by the contracting authorities listed
subject to the provisions set out in these regulations.”

3.2 2 Although m the oral hearings the Chairperson and the Members of the board were
evidently confused as to whether the contracting authority was the ADT, the

Ministry for Gozo or the Department of Contracts, 1t 15 very clear from the

7 See also Regulation 36(1) of LN 177/2003
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provisions of Regulation 33 that for contracts exceeding the EU thresholds, the
contracting authority is the Department of Contracts. In this particular case
the 1ssue 15 amply settled by mere reference to the EU Contract Notice published
in the Official Journal of the European Union® which unambiguously indicates the
‘Department af Contracts, Notre Dame Ravelin, Floriana Malta’ as the

‘Contracting Authority’.

However, in spite of the provisions of the law which require the Department of
Contract to issue, administer and determine similar procurement processes, the
Chairperson and the other Members of the Board confirmed that they were
appointed by the Mimstrv for Gozo. This 15 a serious irregularity in the

procurement process: a direct violation of the provisions of Regulation 33.

As a confirmation of this, the letter of rejection was signed by Mr. Edwin Zarb,
Director General {Contracts), who 1s the person identified as the ‘contracting
authority” in the EU Contract notice and not by an official/director from the
Ministry for Gozo. This renders the appointment by the Ministry for Gozo of
Architect Farrugia and the other Members of the Evaluation Committee null and
void as are all the decisions taken by the said Evaluation Committee including the

decision to reject the Polidano bid.

The Director General (Contracts) 15 ex lege the contracting authority in contracts
whose wvalue exceeds the EU thresholds clearly reflected in the transposing
Maltese legislation”. Its obligation to issue, administer and determine the
contract, includes the appointment of any Evaluation Committee/Adjudication
Board and a significant presence within that Committee ensuring active
participation in determining the contract award. No other authority in Schedule 2

of LN 299/2003 (which mcludes the Ministry for Gozo and the ADT) can issue,

¥ See informal internet printout of notice attached and marked as “Doc €.
¥ Both LN 299/2003 and LN 177/2005
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administer or determine such procurement processes. The law bars these

authortties from having direct participation in the procurement process.

326 Inthus particular tender however, the Director has been divested of his role at law.
No member of the Evaluation Committee was appointed by him, he plaved no
role 1n the deliberations and adjudication apart from being called mn to clanfy
alleged difficulties relating to the bid'® and was, in his own words at the oral
hearings, unaware of the proceedings leading to the rejection of the Appellants

bid'l

3.2.7 In view of this serious breach of public procurement legislation, the Appellants
submit that the Contract Appeals Board should declare the adjudication process
mvalid and should order the Darector General (Contracts) to mitiate fresh

proceedings for the award of this contract in terms of Regulation 33 of LN

299/2003.

3.3 No locus standi of Ministry for Gozo

3131 Ar the very initial stages of these proceedings, appellants had unsuccessfully
debated and requested the Contracts Appeals Board to establish who the parties to
the appeal were. This preliminary request was made because appellants wanted to
reaffirm the Board's first pronunciation that transparency should reign during
these proceedings and therefore it was imperative not only for Appellants but
even for the Contracts Appeal Board itself to establish who were the parties
mvolved in these proceedings. This plea was submitted due to the fact that at the

opemng of the first hearing of these proceedings, an unsigned note of submissions

on plain paper was presented to the Board on behalf of the Ministry for Gozo.

3.3.2 Appellants submit that it 15 highly irregular that a note of submissions iz filed

without any signature and clear written identification whatsoever of who had

1 Only to be in tum ignored by the Evaluation Committee
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prepared 1t and on whose behalf it was being presented. This lack of transparency
leads one to conclude that there was and 15 some obscure and ulterior motive
behind the Mimstry’s of Gozo interest and representations in these procedures.
This 15 beimng said because appellants humbly submit that the Ministry for Gozo
has no “locus standi™ in these procedures and therefore should not have been
allowed to submit its representations on the whole matter. Moreover any
submissions whether oral, or written should not be considered and consequently

removed from the whole process.

3.3.3 It has to be kept clearly in perspective that the contracting authority is the
Department of Contracts, as has been amply expounded in these submissions As
such it 15 the said Department through its Head. whose designation is now

Director General (Contracts) which should be a party to these procedures.

3.3.4 The basis of our submuission 1s clearly found in Article 5(1) of LN 299/2003
which specifically stipulates that “There shall be a Director of Contracts who
shall be responsible for the running af the Department of Contracts and generally
Jor the administration of the procurement procedures as laid down in these

regulations ™.

3.3.5 Ths regulation distinctly states that it 1s the Director General (Contracts) [as he 1s
presently known] who is responsible for the administration of the procurement
procedures and not the Ministry for Gozo. The regulations go further. In fact
Article 5(2)1) states that “U'nless otherwise provided for in these regulations it
shall be the function of the Director of Contracts [Director General (Contracts)]
fo institute and fo defend anmy judicial or arbitral proceedings that may be

necessary in relation to any contract awarded by him " [emphasis added].

3.3.6 It is quite evident from the wording of these two articles of LIN299/2003 thart 1t 15

the Director General (Contracts) who 1s empowered to be a part mn any arbitral or

Uy supra 2.9

17

Page 49 of 98



other judicial/quasi-judicial proceadings concerning any contract administered by
him as the contracting authority and NOT (as in this case) the Ministry for Gozo.
Thas signifies that it 15 the Director General (Contracts) who had to be a party in
these proceedings and defend the decision taken and not the Ministry for Gozo
which very strangely filed an unsigned and under no official letterhead a note of
submissions to the Contracts Appeal Board and made oral submissions durning the
whole proceedings and presumably will also file a signed note of final
submissions. This, in our opinion, 1s highly irregular and in violation of the said
regulations. Not only, but also 1t goes contrary to spirit of the whole appeal

proceedings.

It 15 pertinent to point out, if mn reality there 1s such a need to do so, that these
whole appeal proceedings have been initiated in the light of the decision dated 8™
Tuly which was sent to Polidano Group and Gatt Tarmac Limited. This decision
was not issued by the Head of the Ministry for Gozo. It was not 1ssued by an
official of anv department falling within the same Ministry for Gozo. Had the
Mimstry for Gozo been the contracting authority then appellants would not have
raised this legal argument for it would have been correct for the Head of the same
Ministry to sign and issue the decision of the 8" July. However this is not the case

under examination.

It was the Director General (Contracts) who signed the decision of the 8 July. It
was the Director General (Contracts) or his representative who sent this decision
to Polidano Group and Gatt Tarmac Limited. It was the Director General
(Contracts) who is clearly identified as the Contracting Authority in the EU
contract notice. It was from the office of the Director General (Contracts) that this
decision was faxed to appellants and NOT FROM THE MINISTRY FOR GOZO.
These are facts that cannot be rebutted unless one has to doubt the authenticity of

the official documentation found and held by the Contracts Appeals Board.
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The Appeal lodged by appellants was filed against the letter dated 8 July and
signed by Mr. Edwin Zarb as Director General (Contracts) - the Contracting
Authority. This appeal was lodged on Thursday 14" 7 uly at the Department of
Contracts and an official receipt of the said appeal and of the deposit of ten
thousand Maltese Lin (LM10,000) was handed over by the same Department.
Therefore once an appeal was received by the Head of the Contracting Authority
(the Director General (Contracts) against its decision, it should have been the
same Director General (Contracts) who should have been a party to these
proceedings and again we humbly submit, NOT the Mimstry for Gozo. The
presence of the Ministry for Gozo rather then the Director General (Contracts)
leads Appellants to submit that there 1s a sinister or ulterior motive on the part of
the Mimstry of Gozo which lacks clanty and transparency. How can a party who
has not signed the decision against which an appeal has been lodged and is being

debated in these proceedings be a party to answer to that decision?

4. Question of Validity of the Tender Guarantee

4.1 In the letter dated 8 July 2005. the Director General (Contracts) informed the

Appellants that their tender had not been selected since:

“The affer was not in compliance with the Tender Dossier since the identity of the
tenderer submitting the tender is obscure because whilst the tender guarantee
identified M/S Gatt Development Limited for Gatt Tarmac as the tenderer, the Tender
Form did not identify the name of the tenderer. ™

The Appellants respectfully submit that this 1s legally and factually incorrect for the

reasons which will be analysed hereunder. However, since at the sittings of the 24

and the 29 August 2005 questions relating to the validity of the Tender Guarantee

were raised, 1t 15 very important to deal first with this matter even though the validity

of the Tender Guarantee was never put into question by the contracting authority in

1ts letter of rejection.
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4.2 Article 18 m Volume 1 of the Tender Dossier. imposes an obligation on the Tenderer
to provide a Tender Guarantee i favour of the contracting authority (Department of

Coniracts) in the following terms:

1811 The Tenderer must provide, as part of his tender, a tender guarantee in
the form set out in Volume I, Section 3 of the Tender Dossier and meeting
the essential requiremenis set out therein. The tender guarantee must be

Jor an amount of twenty five thousand Maltese Liri (Lm 25,000). The
original guarantee must be included in envelope no. 1 with the tender;

1812 The Tender guarantee shall only be accepted if issued by a Maltese bank
in the form set out in Volume 1, Section 3 and any modifications to the
said form shall render the Tender Guarantee inadmissible.

1813 The Tender Guarantee must be valid for at least 90 days from the deadline
Jor submission of tenders and be issued to the Contfracting Authority for
the requisite amount. In exceptional cases, hefore the period aof validity
expires, the Contracting Aurhority may ask the Tenderers to extend the
period for a specific number of days, which may not exceed 40 days.

1814 Any Tender not accompanied by an admissible Tender Guarantee will be
rejected by the Contracting Autharity.

4.3 The reason for this obligation to provide a tender guarantee which may be called on
demand by the Director General (Contracts) as the contracting authority, 1s that of
inter alia insuring against all expenses incurred by the said contracting authonty
throughout the procurement process, mncluding at subsequent negotiation stages (if
any), prior to the conclusion of the contract. In addition, such guarantee will furnish
the contracting authority with sufficient security that the tenderer(s) can sustain their
bid throughout the adjudication process and that if selected, the successful tenderer
will be bound by the terms of his offer to sign the contract after 1ts award. This is very
common practice in the field of public procurement. in particular with contracts

having a relatively high procurement value.
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4 4Tt has to be clearly remembered however. that this guarantee will be replaced at the
post-award stage by a performance bond amounting to 10% of the contract price i

terms of Article 15.1 of the specimen contract included in the Tender Dossier .

4.5 The obligation of the Tenderer 1s therefore to provide a valid Tender Guarantee
which should serve as a bid bond safeguarding the interests of the contracting
authority throughout the procurement process until the award and the subsequent

conclusion of the contract in question.

4.6 There can be no doubt that the Tenderer. Polidano Bros Ltd.. has fulfilled this
obligation enshrined mm Article 18.1, and incumbent on all tenderers, to provide a
valid tender guarantee. This has been confirmed in corroborated evidence given by
(a) the Bank of Valletta Gozo Branch Manager Mr. Jack Thewma, (b) by the Head of
the Bank of Valletta Legal Office Dr. Michael Borg Costanzi and (c) by the head of
the Contracting Authority itself, the Director General (Contracts) Mr. Edwin Zarh,
on this matter. In addition, this was also the opinion of the Attorney General and
originally also that of the Evaluation Committee itself, which proceeded to open the
second envelope. If the bid bond was deemed mvalid then the Committee had to
discard vnopened the remaining two envelopes. It instead proceeded to open the
second envelope thereby confirming and ratifying the existence of a valid tender

guaraniee.

4.7 Mr. Thewma 1n his examination-in-chief and in cross-examination at the sitting of the
24™ August 2005. when presented with a copy of the Tender Guarantee No.
G24TFC3092 did not hesitate to affirm that the Bank would honour a demand by the
Director General (Contracts) “with no guestions asked”. This was subsequently
confirmed by Dr. Michael Borg Costanzi when he asserted that the Bank did not
require anv reference whatsoever to Polidano Bros. Ltd. or to Gatt Tarmac Lid. in
order to honour the guarantee and release funds in favour of the Director of Contracts.

Dr. Borg Costanzi confirmed that the Tender Guarantee was a “stand-alone

. p-108 of the Tender Dossier, in this case amounting to c.a. L 200, 000
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Attachment ‘B’

Note of submissions of MAC Joint Venture made up oRoad Construction
Company Limited (Leader), Bonnici Brothers Limited and Zrar Limited, C&F
Building Contractors Limited and Schembri Infrastru ctures Limited
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Attachment ‘'C’

Statement of facts and legal submissions on the niksr of the case
presented on behalf of the Evaluation Committee.
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09 September 2005
The Secretary
Public Contracts Appeals Board
Floriana.

Sir,
Re: Tender CT2616/2004 — Appeal by Polidano Blcé.

On behalf of the Evaluation Committee | am hereblgnsitting
their statement of facts and legal submissionshemterits of the
case.

Chronological statement of facts.

The tender in question was of the type ‘three spgackages’ as
described in regulation 102 of Legal Notice 29920&nd later in
section 82 of Subsidiary Legislation 174.04 laterorporated into
Legal Notice 177/2005. The opening of these pagkdmps to
follow the procedure laid down in that regulati@amd in fact this
procedure was strictly followed by the Evaluatioon@nittee.

There were three competing tenders for this pdaicaontract,

each of which was contained in a sealed box. Wkerga of the

tenders had the name of the tenderer printed @ibdlx, the third
one was contained in a plain, unmarked box beang
identification as to the tenderer who had submittetlor did it

have any indication of the name or identity of thederer on the
wrapping of the box itself. (This tender shall heaéter be referred
to as ‘Tender No. 3)

Tenders were opened publicly, in the presence efGbntracts
committee and those members of the public who neaye Helt
they had an interest in the proceedings. Upon gdtie fact that
Tender No. 3 did not have any indication as totémelerer shown
upon it, the Chairperson asked for directions fitv officials of
the Department of Contracts who happened to be
supervising/assisting the session on whether sbeldlopen that
particular envelope/box, or ignore it as annul8tde was directed
to open it, even though strictly speaking in terofighe relative
regulations the whole tender should have been dereil as null.
Reference is here made to the ‘Tender Documentagsaph
14.2.3.(e) page 35/36 which states that ‘Tenderst reatisfy the
following conditions: ‘all tenders including annexeand all
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supporting documents must be submitted in seale@l@mes /
packages bearing only ...(e) the tenderer's nameiekas to the
‘Supply Tender Opening Checklist’ ‘Publication  Refnce
CT2616/2004" precisely to paragraph 6 box 2 ‘Fochegender
envelope, the Chairman and Secretary announce ciretk that
the summary of tenders received correctly recardshe name of
the tenderer. At the time it was correctly felaththe tenderer
involved should be given the benefit of the doutdt ahould not be
disqualified for mere violation of this requirement

Envelope 1 of each tender was supposed to contairiténder
guarantee’. Envelope 1 of Tender No. 3 containeteraler
guarantee issued ‘by order of Gatt Development for Gatt
Tarmac Ltd’. The guarantor was Bank of Valletta pltd The
Director of Contracts was indicated as the bermfyci This
guarantee identified ‘Gatt Tarmac Ltd’ as thederer/contractor.
Although this guarantee did not follow the exactniat, or
reproduce the precise wording, of the tender guaeaform (page
59 of the ‘Tender document’) it was again felt tkia¢ guarantee
was substantially similar to the form set down thg tender
document and it was again decided to proceed wjlning
envelope 2 of Tender No. 3.

Upon opening envelope 2 of Tender 3, further andens@rious
irregularities came to light. The Tender form thereontained
failed to identify the ‘leader’ of the tender. Nwras there any
indication of the identity of Partners 1, 2 and f3tlee tender.
Partner 4 was identified as ‘Messrs Polidano Bidgs!. Gatt

Developments Limited and Gatt Tarmac Limited dod feature at
all on the Tender form, but they were shown as suotractors in
Form 4.6.3 submitted in terms of Volume 1 Sectiorof4the

Tender Dossier.

Legal advice was sought from the Attorney Genenalhe validity
of this tender as per letter dated th& March 2005. This advise
was given as per letter of the™April 2005.

Acting on the advice contained in the last pardgray the
Attorney General’'s letter, and basing itself on tfeets as
ascertained by it, the Evaluation Committee detidt its fifth
meeting held on the 36 April 2005 to recommend to the Director
of Contracts to consider Tender No. 3 as inadmissi letter to
that effect was drafted and was actually sent w® Ehrector
Contracts on the 36 April 2005.

The Contracts Committee confirmed the decisiorhred by the
Evaluation @ Committee, and subsequently the Doreadf
Contracts effectively acted on these recommendatoml rejected
the tender as invalid.
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LEGAL CONSIDERATIONS INVOLVED.

Reference should here be made to regulation 1Q2gél Notice

299/2003. This states that:
(2) In the process of adjudicating the tender, the
packages for all tenderers shall be opened in publi
and in the sequence enumerated in the immediately
preceding sub-regulation. When at any stage, any
tenderer fails to comply with the tendering
procedural requirements and, or with the
specifications, the remaining packages in his tende
offer are to be discarded unopened;

This same provision is reiterated in regulation232(f S.L. 174.04
(L.N. 177/2005) which states that:

‘When at any stage, any tenderer fails to compiywhe tendering
procedural requirements and, or with the speciboat the
remaining packages in his tender offer are to bscailded
unopened’.

The right for the Director of Contracts to seekarifications ‘on
points of a technical nature to enable a propeatuagion of any
tender is subject ‘however to the condition thtat tender
‘would at that stage have already been declarebetdasically
compliant’.

It is submitted that Tender No. 3 could not haeerb declared
‘basically compliant’ for the following reasons:

It should first of all be pointed out, for comf@daess’ sake that
the contents of paragraph b of the letter adddessé¢he Director
of Contracts by Thake Desira Advocates on th& ®arch 2005
are not correct. The ‘relevant page’ regulating th&ender
Guarantee’ is not a ‘blank page’. Page 59 regultdiesrequired
contents of the Tender Guarantee form in greatilddtais
therefore not correct to state that this relevaagepcontains ‘no
other essential requirements ... to validate such eader
guarantee’.

Paragraph 18 (page 38 of the Tender Dossier) redevolume 1,
Section 3 of the dossier as regulating the Te@le&rantee. Now
Volume 1 Section 3 does not consist solely of pageas Thake
Desira implicitly seem to argue. Page 58 is ohly ‘header page’
of that Section and page 59 is an integral paetethf. It is
ridiculous for a venture that claims to have inedsta significant
amount of resources’ in making this offer to claimthe same
breath that it failed to read through, or overledlpage 59.
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Indeed a correct reading of page 59 indicatesdhatof the most
essential requirements was in fact ignored by €enNo. 3, viz
the naming of the contractor, and the provisiohisfaddress:

‘We the undersigned, (Bank name and address) heledigre that
we will guarantee as principal debtor to you on hdie of
(contractor’'s name and address -bold type reproduced from the
original).’

(‘Contractor’ is defined in the glossary of termsp—94 of the
Tender Dossier — as ‘the tenderer selected at titk ¢ the
procedure for the award of the contract’).

In spite of the fact that the Tender Guarantee m@tsin strict
compliance with those essential requirements, tBealuating
Committee correctly granted the tenderer (whonthat stage it
presumed to be Gatt Development Ltd for Gatt Tarrb@k as
identified in the bank guarantee submitted tahé) benefit of the
doubt, and continued with the examination of toatents of
EnveIOJJe 2 of his tender. Hence it is submittect the letter of
the 22° March 2005 loses all its relevance.

It was the more serious irregularities containedtmnvelope 2 and
the conflicts resulting from the information comtad in Envelope
1 and that contained in Envelope 2 - that ultinyapebved fatal to
Tender No. 3. And the consequence or potentias@guence of
such irregularities is pointed out to the tendereBold type in
page 3 of the Tender Dossier:

‘Tenderers are expected to examine carefully amdpty with all
instructions, forms, contract provisions and speaifons
contained in this tender dossier. Failure to submittender
containing all the required information and docatagon within
the deadline specified may lead to the rejectiotheftender’.

The relevant requirements set out in the Tendess2o with
which Tender No. 3 failed to comply include thddaling:

. ‘Information/documents to be supplied by the terdefpages 28
through to page 31 of the Tender Dossier).

. The ‘Tender Form’ reproduced on page 55 of the €emibssier
was incorrectly filled in, and this in such a way to render it
impossible for the Evaluation Committee to deteemimhether
Polidano Brothers Ltd. was the sole tenderetherleader’ in a
joint venture, or solely the ‘fourth partner’ ijant venture.
Indeed that ‘Tender Form’ specifically states andakes it
abundantly clear thaif’this tender is being submitted by an
individual tenderer, the name of the tenderer show be
entered as a ‘leader’ (and all other lines shodl be deleted’.

. That this tender form reproduced in page 55 muster pain of
rejection, be correctly filled in, results amplyearly from
paragraph 14.4.1. (page 36) of the Tender DoB@magraph 14.4
states that the tendemust comprise the following duly
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completed documents’. The use of the word ‘must’ here is
indicative that failure on the part of the tendet@ fill in this
form, and to fill it in correctly, necessarily leatb rejection of the
tender.

Nor can it logically be otherwise: if the identiof the tenderer
cannot be clearly and inequivocally establishednfrthe tender
form the Director of Contracts would find himsgifa position of
being unable to exercise his rights arising outthed tendering
process effectively and expeditiously. He couldtead find
himself mired in an interminable legal disput®aibthe identity
of his adversary, when the whole scope of thiesriand
regulations set out in the Tender Dossier is pedgishat of
avoiding such lack of clarity. In this scenarieyen executing the
tender guarantee might become, if not impossibkg, least
extremely complicated, costly and lengthy.

Such lack of clarity could indeed serve ulteraorxd sinister
purposes on the part of tenderers who in some avagnother
wish to avoid the legal obligations that shouldave been
assumed by them when filing the tender in thst fplace.

In this present case, this lack of clarity, ceapWith the fact that
the tender guarantee failed to correctly identife tprincipal
contractor involved for the reasons already expldiabove would
have made it well nigh impossible for the DireabdrContracts to
execute his rights without becoming involved ineminable
complications.

. It cannot be argued that the Evaluating Commitd®ound to go
through the other documents forming part of thedeerdocument
with a toothcomb in an effort to determine thecpse identity of
the tenderer. Its right to ask for clarificatiomnc never be
transformed into a duty to make good for the iaerfcies,
downright carelessness, and possibly sinister restof a tenderer
who, for any reason whatsoever, fails to fill iretfiender Form
correctly and clearly as required by the Tendesdiay.

Indeed the right of the Evaluation Committee andtbe Director
of Contracts to ask for clarification is, in termithe proviso to
Regulation 102(2) of Legal Notice 299/2003 limitedpoints of ‘a
technical nature’.

“Provided that the Director of Contracts or, with
his authorization, any Contracting Authority,
shall have the right to seek clarifications on
points of a technical nature to enable a proper
evaluation of any tender, which, however, would
at that stage have already been declared to be
basically compliant.”

This same provision was later incorporated intal&tpn 82(2) of

LN 177/2005 where again one find reference tpoirits of a
technical nature. It should be pointed out in this respect that th
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law grants the Director of Contracts thght but does not impose an

obligation on him to seek any clarification. But the most imtpot

point in this respect is the fact that the preddentity of the tenderer

involved cannot, by any stretch of the imaginatide construed as a

point of a technical nature.

J. Even if it could in some way or another be uady that Tender
No. 3 was some form of joint venture between dolo Bros.
Ltd, and Gatt Development Limited or Gatt Tarnhéd, it failed
to comply with the requirements of paragraph 4.3haf Tender
dossier. Most specifically it failed to include aefjminary
agreement stating that all partners assume poidt several
liability for the execution of the contract; armnding all partners
to remain in the joint venture/consortium for thehohe
performance period of the contract.

k. It is submitted that the contents of the objectidrthe 11" July
2005 are in effect an effort by Polidano Bros tddlay the blame
for the extremely careless manner in which Tenti&. 3 was
filled on the shoulders of the Evaluation Committekn other
words the objector is claiming that the Evaluati€ommittee
was burdened with the duty of making good fortl# failings
contained in Tender No. 3. Not only is this Iégabtcorrect, but
it would also lead to discrimination by the kwadion
Committee to the prejudice of all other tenderaniso had
submitted their Tenders duly filled in all magniespects.

|.  That letter of objection tries furthermore to draw argument in
favour of the objector from the fact that thetdeof the & July
was addressed to Polidano Brothers Limited andG#dt Tarmac
Limited by saying that this indicates that the DBice of Contract
could at that time identify the main tenderer #mel subcontractor.
But there is an immense difference between the cRireof
Contracts assuming the identity of the personsinigaan interest
in a particular tender; and the identity and @ednterest of those
persons being explicitly, clearly and unequivbcdeclared by
themselves. It was legitimate for the Director obn@acts to
assume, on the™July, that Polidano Brothers Limited was the
company having an interest in Tender No. 3, iydrecause of
the fact that the letter by Thake Desira Limitédhe 22° March
2005 was written ‘on behalf of Messrs. Polidano otBers
Limited’; whereas the interest of Gatt Tarmac ltedi resulted
from the Tender Guarantee contained in package 1.

m. Much ado was made during the evidence of Mr. Caxrubat all
the forms attached to, or forming part of, the nchentioned
Polidano Bros Ltd., and only Polidano Bros. Ltd.p&fants argue
that this constitutes conclusive evidence thatdaolo, and no one
else, are the tenderers. With all due respect d@nggiment is
fallacious: even if Polidano Bros. Ltd were onlyeoof a series of
partners, as in fact they were identified in theder form, they
would have been required to fill in and submit gveuch form.
Point 7 on page 62 of the Tender dossier (Additidwatice to
tenderers) makes this amply clear: ‘each partnerairjoint
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venture/consortium must fill in and submit everynid The same
point is emphasised in Cl.4.3 page 31 of the @ossi

Nor can it be argued (as Thake Desira do in trtied of the 2%

March 2005) that the simple fact, by itself, tila¢ Evaluation
Committee decided to accept the Tender Guaranteealas is

tantamount to a decision that all the content&mfelope 2 of
Tender No. 3 were thereby being accepted as aalidell. L.N.
177/2005 makes it abundantly clear that the acoeptaf a first or
second package as valid does not preempt or mréwe rejection
of any subsequent package as invalid. (Vide reigm&?2).

Furthermore, paragraph 28 of the Tender Dogfiage 45)
explicitly binds the Evaluation committee to checthat each
tender

'28.1.3 substantially complies with the requirenserdf these
tender documents’,

and 28.3 specifically states that ‘if a tendersdnet comply with
the requirements of the evaluation gridwiill be rejected by the
evaluation committee when checking admissibility

The final, and perhaps the most important consioerahat needs
to be made is the following:

The tender guarantee submitted in connection wehdér No. 3
was issued by Bank of Valletta plc “by order of ttd2evelopment
Ltd for Gatt Tarmac Ltd”. No mention was made oflikano
Brothers Limited or any other company. Neither (atvelopment
Ltd, nor Gatt Tarmac Ltd feature in any way in teeder form.

Several issues fall to be considered as a restii®tlichotomy:

. The Manager of the Victoria Branch of the Bank @lgtta plc as
well as its senior legal adviser both confirmedt thereas the
bank would pay on the guarantee if no mention didBono Bros
Ltd was made in the request for payment, they wbale second
thoughts and would need to take further adviceidhsrequest for
payment referred to any third party other than Gegvelopment
Ltd, or Gatt Tarmac Ltd.

. Dr. Borg Costanzi also confirmed — and this is a&idbdegal
principle in respect of bank guarantees - thatrklgaarantee is a
tripartite legal instrument. It creates a legahtieinship between
the bank and the beneficiary (in this case thedbareof Contracts)
in the sense that the bank is binding itself to {haybeneficiary the
amount indicated in the guarantee ‘with no questiasked’.
However, it also creates a legal relationship betwethe
beneficiary (the Director of Contracts) and thesperon whose
order the guarantee is issued (Gatt Tarmac Ltd/Betelopment
Limited). If the beneficiary were in any way to aeuof the bank
guarantee issued in his favour, the issuer theceof sue the
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beneficiary for damages and exercise other meanseajurse
against him.

. In this case, Gatt Tarmac Ltd/Gatt Development dtel ‘referred
to as the tenderer’ in the bank guarantee. Thisagiee binds the
bank to pay the amount therein indicated but omlgase of failure
on the tenderer’s part and not on the part of hirg party:

‘in the event that theenderer withdraws its tender before the
expiry date, or in the event that tienderer fails to sign the
contract and provide the performance bond, if dalipon to do so
in accordance with the tender conditions or in ¢rent that the
tenderer otherwise fails to fulfil its obligations under thender
conditions’.

However Gatt Tarmac Ltd/ Gatt Development Ltd. dat feature
in any way in the tender document except as subractors. And
as sub-contractors, they were not assuming ardifigrobligation
towards the Director of Contracts by the mere fa€tthe
submission of the tender form by a third party {@oio Bros.
Ltd). Consequently it would not be legal to argo@ttthey or either
of them would have withdrawn the tender before ékpiry date,
failed to sign the contract, or failed to fulfil yobligations under
the tender document. Consequently, were the DireftGontracts
to call upon the bank guarantee, and even assuthaighe bank
would have paid up that bank guarantee withouingigueries of
its own, the Director of Contract would technicdligive abused of
the bank guarantee. It would consequently be laifsedf open to
an action for damages.

It would also not be inconceivable, given the utaaties
surrounding the issue of the bank guarantee, fot Garmac
Ltd/Gatt Development Ltd to try and prevent thelb&trom paying
up on the guarantee by disputing the fact that they in fact
‘tenderers’ in this tender.

It is precisely in an attempt to avoid these uraeties that the
Tender dossier sets out the guarantee form in glettil, and
furthermore stipulates that the guarantee formtbhase provided
by the tenderer and not by someone else. Withualrdspect, the
issue is not about whether a person can standydoratthird party
with or without that person’s knowledge. It is abothether the
bank guarantee provided by Gatt Tarmac Limited/Gatt
Development Limited could be safely encashed byDimector of
Contracts, in respect of a tender to which theynarteparties, and
without the risk of becoming embroiled in an interable lawsuit.
It is humbly submitted that the answer to this ¢oesis most
definitely in the negative.

It is submitted that all these irregularities in enfler No. 3
constituted substantial deviations and reservations’'which are
expressly prohibited in terms of Clause 28.2 (f).af the Tender
Dossier.
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In these circumstances, the evaluation committkad no
alternative but to effectively reject Tender [80.

Finally, it needs to be mentioned, although itsloet need to be
stressed that the Evaluation Committee and thedttinfor Gozo
have no vested interests one way or the otheramétision of the
Appeals Board. This submission is being presentdyg for the
sake of defending the correctness of the decisached by the
Evaluation Committee; and in order to avoid, ibHtpossible the
risks involved were a tender to be declared adbiessihich fails
to meet the requirements strictly laid down by ld& under pain
of rejection or annulment of the tender.

Av. Carmelo Galea.
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