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l.Introduction

To further industrial innovation, improve industrial environment, and enhance industrial competitiveness through a systematic long-term
approach, the Statute for Industrial Innovation (hereinafter referred to as the Statute) has been formulated in Taiwan. The central government
authority of this Statute is the Ministry of Economic Affairs, and the Industrial Development Bureau of the Ministry of Economic Affairs
(henceforth referred to as the IDB) is the administrative body for the formulation of this Statute. Since its formulation and promulgation in
2010, the Statute has undergone four amendments. The latest amendment, passed by the Legislative Yuan on November 3, 2017, on the
third reading, is a precipitate of the international industrial development trends. The government is actively encouraging the investment in
industrial innovation through a combination of capital, R&D, advanced technologies and human resources to help the promotion of industrial
transformation, hence this large scale amendment is conducted. The amendment, promulgated and enacted on November 22, 2017, focuses
on eight key points, which include: state-owned businesses partaking in R&D (Article 9-1 of the amended provisions of the Statute), the tax
concessions of the limited partnership venture capital businesses (Article 2, Article 10, Article 12-1 and Article 23-1 of the amended provisions
of the Statute), the tax concessions of Angel Investors (Article 23-2 of the amended provisions of the Statute), applicable tax deferral of
employees' stock compensation (Article 19-1 of the amended provisions of the Statute), tax deferral benefit of stocks given to research
institution creators (Article 12-2 of the amended provisions of the Statute), the promotion of flexible mechanism for innovation procurement
(Article 27 of the amended provisions of the Statute), the establishment of evaluation mechanism for intangible assets (Article 13 of the
amended provisions of the Statute), and forced sale auction of idled land for industrial use (Article 46-1 of the amended provisions of the
Statute). This paper focuses on the amendment of Article 27 of the Fourth Revision of the Statute, which is also one of the major focuses of
this revision—promoting flexible mechanism for innovation procurement, using the mass-market purchasing power of the government as the
energetic force for the development of industrial innovation.
ll.Explanation of the Amendment of Article 27 of the Statute
1.Purposes and Descriptions of the Amendment of Article 27 of the Statute

The original intent of Article 27 (hereinafter referred to as the Article) of the Statute, prior to the latest amendment (content of the original
provisions is shown in Table 1), was to encourage government agencies and enterprises to give a priority to using green products through the
"priority procurement” provisions of Paragraph 2, which allow government agencies to award contracts to green product producers using
special government procurement procedures, so as to increase the opportunities for government agencies to use green products, and
thereby promote the sustainable development of the industry. In view of the inherent tasks of promoting the development of industrial
innovation, and considering that, using the large-scale government procurement demand to guide industrial innovation activities, has become
the policy instrument accepted by most advanced countries, the IDB expects that, with the latest amendment of Article 27, the procurement
mechanism policy for software, innovative products and services, in addition to the original green products, may become influential, and that
"innovative products and services" may be included in the scope of "Priority Procurement” of this Article namely, make “priority procurement of
innovative products and services” as one of the flexible mechanisms for promoting innovation procurement. A comparison of the amended
provisions and the original provisions is shown in Table 1, and an explanation of the amendment is described as follows:[1]

Table 1 A Comparison of Article 27 Amendment of the Statute for Industrial Innovation

/Amended Provisions Original Provisions




Article 27

(I) Each central government authority in charge of end enterprises of a specific industry
shall encourage government organizations (agencies) and enterprises to procure software,
innovative and green products or services.

(Il) To enhance the procurement efficiencies. as effected by supply and demand, the
central government authority shall offer assistance and services to the organizations
(agencies) that handle these procurements as described in the preceding paragraph:;
wherein, Inter-entity Supply Contracts that are required for the aforesaid procurements, the
common requirements shall be decided. in accordance with policy requirements, upon
consultation between the central government authority and each central government
authority in charge of end enterprises of a specific industry.

(Il Where the software, innovative and green products or services, as described in
Paragraph 1, must be tested. audited, accredited and certified, their associated fees and
charges may be reduced, exempted. or suspended.

(IV) Government organizations (agencies) may specify in the tender document the
priority procurement of innovative and green products or services that have been identified
to meet the requirements of paragraph 1. However, such a specification shall not violate
treaties or agreements that have been ratified by the Republic of China.

The measures concerning specifications, categories, and identification procedures of
software, innovative and green products or services as prescribed in Paragraph 1; the
testing, auditing criteria, accreditation and certification as prescribed in paragraph 3; and the
Priority Procurement in paragraph 4 and other relevant items, shall be established by each

Article 27

(I) Each central government authority in
charge of end enterprises shall encourage
government agencies and enterprises to give
priority to green products that are
energy/resources recyclable/renewable, energy
and water saving, non-toxic, less-polluting, or
able to reduce the burden on the environment.

(II) Agencies may specify in the tender
documents that priority is given to green
products meeting the requirement set forth in the
preceding Paragraph.

(I The regulations governing the
specifications, categories, certification
procedures, review standards, and other
relevant matters relating to the green products
as referred to in the preceding Paragraph shall
be prescribed by the central government
authorities in charge of end enterprises.

central government authority in charge of end-enterprises of a specific industry.

Source: The Ministry of Economic Affairs

(l).Paragraph 1
In order to compel each central government authority in charge of end enterprises
innovation activities and sustainable development on the basis of requirements, and to

of a specific industry to motivate industrial
support the development of the software industry

in Taiwan, the provision, that such an authority should encourage government organizations (agencies) and enterprises to procure

software and innovative products and services, is added in paragraph 1.
(Il.Paragraph 2
This procurement, as described in paragraph 1, is different from the property or se

rvices procurement of general affairs as handled

by various organizations. To enhance procurement efficiencies, as effected by supply and demand, the central government authority,
i.e., the Ministry of Economic Affairs, shall provide relevant assistance and services to organizations (agencies) handling these

procurements, hence the added provisions in paragraph 2. For purchases using inter-entity supply contracts, which are bound by the
requirements of this Article, due to their prospective nature, and that the common demand of each organization is difficult to make an

accurate estimate by using a demand survey or other method, the Ministry of Economic

Affairs shall discuss the issues with each central

government authority in charge of end-enterprises of a specific industry, who consult or promote policies, and are in charge of end
enterprises of a specific industry, and then make decisions in accordance with the policy promotion requirements.

(lmy.Paragraph 3

The fee schedule for testing, auditing, accrediting and certifying software, innovative and green products or services is covered by
Article 7, Administrative Fees of the Charges And Fees Act. The authorities in charge should determine relevant fee standards.However,

considering that the test, audit, accreditation and certification may be conducted during

a trial or promotional period, or circumstances

dictate that it is necessary to motivate tenderer participation, the fee may be reduced, waived or suspended; hence, paragraph 3 is

added.
(IV).Paragraph 4

Paragraph 2 of the original provision is moved to paragraph 4 with the revisions made to paragraph 1, accordingly, and the
provision for using Priority Procurement to handle innovative products or services is added. However, for organizations covered by The
Agreement on Government Procurement (GPA), due to Taiwan's accession to the WTO, ANZTEC, and ASTEP, their procurement of

items covered in the aforesaid agreements with a value reaching the legislated threshol

d, shall be handled in accordance with the

regulations stipulated in the aforesaid agreements; hence the stipulation in the proviso that the procurement must not violate the

provisions of treaties or agreements ratified by the Taiwan government.
(V).Paragraph 5

Paragraph 3 of the original Article is moved to paragraph 5 with the revisions made to paragraph 1, accordingly, and the provision,
that authorizes each central government authority in charge of end enterprises of a specific industry to determine appropriate measures

concerning the methods of defining software, innovative and green products and servic
accreditation, certification and priority procurement, is added.

es, as Well as matters relating to test,

2.The Focus of the Amendment of Article 27 of the Statute—Promoting a Flexible Mechanism for Innovation Procurement
As previously stated, the amendment of this Article aims to stimulate activities of industrial innovation by taking advantage of the huge
demand from government agencies. With the government agencies being the users of the innovative products or services, government's




procurement market potential is tapped to support the development of industrial innovation. The original intention of amendment is to
incorporate the spirit of Public Procurement of Innovation[2] into this Article, and to try to introduce EU's innovation procurement mechanism(3]
into our laws. So that, a procurement procedure, that is more flexible and not subject to the limitation of procurement procedures currently
stipulated by the Government Procurement Act, may be adopted to facilitate government sector action in taking the lead on adopting
innovative products or services that have just entered their commercial prototype stage, or utilizing the demand for innovation in the
government sector to drive industry's innovative ideas or R&D (that can not be satisfied with the existing solutions in the marketplace).
However, while it is assessing the relevant laws and regulations of our government procurement system and the practice of implementation,
the use of the current government procurement mechanism by organizations in the public sector to achieve the targets of innovation
procurement is still in its infancy. It is difficult to achieve the goal, in a short time, of establishing a variety of Public Procurement of Innovation
Solutions (PPI Solutions) as disclosed in the EU's Directive 2014/24 / EU, enacted by the EU in 2014, in ways that are not subject to current
government procurement legislation. Hence, the next best thing: Instead of setting up an innovative procurement mechanism in such a way
that it is "not subject to the restrictions of the current government procurement law", we will focus on utilizing the flexible room available under
the current system of government procurement laws and regulations, and promoting the "flexible mechanism for innovation procurement”
paradigm. With the provisions now provided in Article 27 of the Statute for Industrial Innovation, the government sector is authorized to adopt
the "Priority Procurement" method on innovative products and services, thus increasing the public sector's access to innovative products and
services.

With this amendment, in addition to the "green products" listed in the original provisions of paragraph 1 of the Statute, "software" and
"innovative products or services"[4] are now incorporated into the target procurement scope and each central government authority in charge
of end enterprises of a specific industry should now encourage government organizations and enterprises to implement; however, the
provisions of this paragraph do not have the specific effect of law, they are declaratory provisions. Two priorities are the 1 primary focus of
the provisions of paragraph 2 and paragraph 4 of this Article for promoting flexible mechanism for innovation procurement:

()The procurement of software, innovative and green products or services that uses Inter-entity Supply Contracts may rely on the "policy
requirement” to establish the common demand.

According to the first half of the provisions of paragraph 2 of this Article, the Ministry of Economic Affairs, being the central government
authority of the Statute, may provide assistance and services to organizations dealing with the procurement of software, innovative and
green products and services.This is because the procurement subjects, as pertaining to software, products or services that are innovative
and green products (or services), usually have the particularities (especially in the software) of the information professions; different
qualities (especially in innovative products or services), and are highly profession-specific. They are different from the general affairs goods
and services procured by most government agencies. Hence, the Ministry of Economic Affairs may provide assistance and service to these
procurement agencies, along with the coordination of relevant organizations, in matters relating to the aforesaid procurement process in
order to improve procurement efficiency as relates to supply and demand.

Pursuant to the second half of Paragraph 2 of this Article, if the inter-entity supply contract method is used to process the procurement
of software, innovative products and services, green products (or services) and other related subjects, there could be "Commonly
Required" by two or more organizations concerning the procurement subjects, so in accordance with the stipulations of Article 93 of the
Government Procurement Act, and Article 2 of the Regulations for The Implementation of Inter-entity Supply Contracts[5], an investigation of
common requirements should be conducted first. However, this type of subject is prospective and profession-specific (innovative products
or services in particular), and government organizations are generally not sure whether they have demand or not, which makes it difficult to
reliably estimate the demand via the traditional demand survey method[6], resulting in a major obstacle for the procurement process.
Therefore, the provisions are now revised to allow the Ministry of Economic Affairs to discuss procurement with each central government
authority in charge of end enterprises of a specific industry, who consult or promote policies (such as the National Development Council, or
central government authority in charge of end enterprises of a specific industry relevant to the procurement subjects), and then make
decisions based on the quantities of goods and services of common requirements in accordance with the demand for promoting the policy.
The provisions explicitly stipulate such flexibility in adopting methods other than the "traditional demand survey" method, as is required by
laws for the common demand of Inter-entity Supply Contracts. Thus, agencies currently handling procurement of prospective or innovative
subjects using inter-entity supply contracts, may reduce the administrative burden typically associated with conducting their own
procurement. In addition, with a larger purchase quantity demand, as generated from two or more organizations, the process can more
effectively inject momentum into the industry, and achieve a win-win situation for both supply and demand.

(IGovernment organizations may adopt "Priority Procurement" when handling procurement of innovative and green products or services.

Prior to the amendment, the original provision of paragraph 2 of this Article stipulates that organizations may specify in the tender
document Priority Procurement of certified green products; Additionally, a provision of paragraph 3 of the original Article stipulates that each
central government authority in charge of end enterprises of a specific industry is authorized to establish the specifications, categories and
other relevant matters of the green products[7] (according to the interpretation of the original text, it should include "Priority Procurement” in
paragraph 3 of the Article).After the amendment of the Article, paragraph 2 of the original Article is moved to paragraph 4. In addition to the
original green products, "innovative products or services" are included in the scope of "Priority Procurement" that organizations are
permitted to adopt (but, the "software" in paragraph 1 was not included[8]). However, for organizations covered by The Agreement on
Government Procurement (GPA), due to Taiwan's accession to the WTO, ANZTEC, and ASTEP, their procurement of items covered by the
aforesaid agreements with a value reaching the stated threshold, shall be handled in accordance with the regulations stipulated in the
aforesaid agreements; hence the stipulation in the proviso that the procurement must not violate the provisions in treaties or agreements
ratified by the Taiwan government. Additionally, paragraph 3 of the original Article is moved to paragraph 5. Each central government



authority in charge of end enterprises of a specific industry is authorized to use their own judgment on matters concerning the
specifications, categories, certification processes of software, innovative and green products or services and the method for Priority
Procurement of paragraph 4.

In accordance with the authorization in paragraph 5 of the amended provision of this Article, each central government authority in
charge of end enterprises of a specific industry may, depending on the specific policy requirement that promotes innovation development of
its supervised industry, establish methods of identification and the processes of Priority Procurement for “Specific categories of innovative
products or services", especially on products or services fitting the requirements of the method of using the demands of government
organizations to stimulate industrial innovation. The established "Regolations for priority procurement of Specific categories of innovative
products or services" is essentially a special regulation of the government procurement legislation, which belongs to the level of regulations,
that is, it allows the organizations to apply measures other than the government procurement regulations and its related measures to the
procurement process, and adopt "Preferential Contract Awarding" for qualified innovative products or services. Any government agency
that has the need to procure a particular category of innovative product or service may, in accordance with the provisions of paragraph 4 of
this Article, specify the use of Priority Procurement in the tender document, and administer the procurement, in accordance with the process
of this particular category of innovative products, or priority procurement. The agency is now enabled to follow a more flexible procurement
process than that of the government procurement regulations to more smoothly award contracts for qualified innovative products or
services.

Citing two examples of this applied scenario: Example one, "innovative information services": The central government authority in
charge of information services is IDB. Thus, IDB may, according to the authorization provided for in paragraph 5 of the Article, establish the
identification methods for innovative information services (the purpose of which is to define the categories and specifications of innovative
services covered in the scope of priority procurement) and priority procurement processes, pertaining to emerging information services that
are more applicable to the requirements of government agencies, such as: cloud computing services, loT services, and Big Data analysis
services.Example two, "Innovative construction or engineering methods": The central government authority in charge of construction affairs
is the Construction and Planning Agency of the Ministry of the Interior. Since the agency has already established the "Guidelines for
Approval of Applications for New Construction Techniques, Methods, Equipment and Materials", the agency may establish a priority
procurement process for new construction techniques, methods or equipment, in accordance with the stipulations in paragraph 5 of the
Article. Government agencies may conduct procurement following any of these priority procurement practices, if there is a requirement for
innovative information services, or new construction techniques, methods or equipment.

In addition to the two aforementioned flexible mechanisms for innovation procurement, where government agencies are granted flexible
procedures to handle the procurement of innovative products or services via the use of the flexible procurement mechanism, paragraph 3,
concerning the incentive measures of concessionary deductions, is added to the Article to reduce the bidding costs for tenderers participating
in the tender. For the Procurement of software, innovative and green products or services encouraged by each central government authority
in charge of end-enterprises of a specific industry (not limited to those handled by the authorities themselves, using inter-entity supply
contracts or priority procurement methods), if the procurement subjects are still required to be tested, audited, accredited and certified by the
government agencies, such a process falls under the scope of administrative fees collection, pursuant to paragraph 1 Article 7 of the Charges
And Fees Act. However, considering that the item subject to test, audit, accreditation and certification may be in a trial or promotional period,
or that it may be necessary to motivate tenderer participation, the provisions of paragraph 3 are thusly added to the Article to reduce, waive,
or suspend the collection of aforementioned fees. Executive authorities in charge of collecting administrative fees shall proceed to reduce,
waive, or suspend the collection pursuant to the stipulations of paragraph 3 of the Article and Article 12 subparagraph 7 of the Charges And
Fees Act.[9]
ll.The direction of devising supporting measures of flexible mechanism for innovation procurement

The latest amendment of the Statute for Industrial Innovation was promulgated and enacted on November 22, 2017, it is imperative that
supporting measures pertaining to Article 27 of the Statute be formulated. As previously stated, the flexible mechanism for innovation
procurement, as promoted in this Article, is designed specifically for the products or services that are pertinent to the government procurement
requirements and are capable of stimulating industrial innovation, and providing a more flexible government procurement procedure for central
authorities in charge of a specific industry as a policy approach in supporting industry innovation. Thus, the premise of devising relevant
supporting measures is dependent on whether the specific industry, as overseen by the particular central authority, has a policy in place for
promoting the development of industrial innovation, and on whether it is suitable in promoting the flexible mechanism for innovation
procurement as described in this Article.

The purpose of this Article is to promote the flexible mechanism for innovation procurement. Supporting measures pertaining to this Article
will focus on the promotion of devising an "Innovation Identification Method", and of the "Priority Procurement Process" of the innovative
products or services of each industry that central government authorities oversee. The former will rely on each central government authority in
charge of a specific industry to charter an industry-appropriate and profession-specific planning scheme; while, for the latter, the designing of
a priority procurement process, in accordance with the nature of the various types of innovative products or services, does not have to be
applicable to all. However, regardless what type of innovative products or services the priority procurement process is designed for, the
general direction of consideration should be given to - taking the different qualities of innovative products or services as the core
consideration. Additionally, the attribute of the priority procurement procedures focusing specifically on the different qualities of the innovative
subjects relates to the special regulation relevant to the government procurement regulations. Thus, the procurement procedures should
follow the principle that if no applicable stipulation is found in the special regulation, the provisions of the principal regulation shall apply.

The so-called "Priority Procurement” process refers to the "Preferential Contract Awarding" on tenders that meet certain criteria in a



government procurement procedure. The existing Government Procurement Act (GPA, for short) and its related laws that have specific

stipulations on "Priority Procurement" can be found in the "Regulations for Priority Procurement of Eco-Products” (Regulations for Eco-

Products Procurement, for short), and the "Regulations for Obliged Purchasing Units / Institutions to Purchase the Products and Services

Provided by Disabled Welfare Institutions, Organizations or Sheltered Workshops" (Regulations for Priority Procurement of Products or

Services for Disabled or Shelters, for short). After studying these two measures, the priority procurement procedures applicable to criteria-

conformed subjects can be summarized into the following two types:

1.The first type: Giving preferential contract awarding to the tenderer who qualifies with "the lowest tender price”, as proposed in the tender
document, and who meets a certain criteria (for example, tenderers of environmental products, disabled welfare institutions, or sheltered
workshops). There are two scenarios: When a general tenderer and the criteria-conformed tenderer both submit the lowest tender price,
the criteria-conformed tenderer shall obtain the right to be the "preferential winning tender" without having to go through the Price
Comparison and Reduction Procedures. Additionally, if the lowest tender price is submitted by a general tenderer, then the criteria-
conformed tenderers have the right to a "preferential price reduction” option, that is, the criteria-conformed tenderers can be contacted, in
ascending order of the tender submitted, with a one time option to reduce their bidding prices. The first tenderer who reduces their price to
the lowest amount shall win the tender. Both the Regulations for Eco-Products Procurement[10] and Regulations for Priority Procurement of
Products or Services for Disabilities or Shelters[11] have such relevant stipulations.

2.The second type: It is permitted to give Preferential Contract Awarding to a criteria-conformed tenderer, when the submitted tender is within
the rate of price preference. When the lowest tenderer is a general tenderer, and the tender submitted by the criteria-conformed tenderer
is higher than the lowest tender price, the law permits that if the tender submitted is "within the rate of price preference ", as set by the
procuring entity, the procuring entity may award the contract preferentially to "the tender submitted by the criteria-conformed tenderer." The
premise for allowing this method is that the tender submitted by the criteria-conformed tenderer must be within the preferential price ratio. If
the submitted tender is higher than the preferential price ratio, then the criteria-conformed tenderer does not have the right to preferential
contract awarding. The contract will be awarded to theother criteria-conformed tenderer, or to a general tenderer. This method is covered
in the provisions of the Regulations for Eco-Products Procurement[12].

However, the important premise for the above two priority procurement methods is that the nature of the subject matter of the tender is
suitable for adopting the awarding principle of the lowest tender (Article 52, Paragraph 1, Subparagraphs 1 and 2 of the Procurement Act),
that is, it is difficult to apply these methods to the subjects if they are different qualities. Pursuant to the provisions of Article 66 of the
Enforcement Rules of the Government Procurement Act, the so-called "different qualities” refers to the construction work, property or services
provided by different suppliers that are different in technology, quality, function, performance, characteristics, commercial terms, etc. Subjects
of different qualities are essentially difficult to compare when based on the same specifications. If just looking at pricing alone it is difficult to
identify the advantages and disadvantages of the subjects, hence, the awarding principle of the lowest tender is not appropriate. The
innovative subjects are essentially subjects of different qualities, and under the same consideration, they are not suitable for applying the
awarding principle of the lowest tender. Therefore, it is difficult to adopt the lowest-tender-based priority procurement method for the
procurement of innovative subjects.

In the case of innovative subjects with different qualities, the principle of the most advantageous tender should be adopted (Article 52
Paragraph 1 Subparagraph 3 of the Procurement Act) to identify the most qualified vender of the subjects through open selection. Therefore,
the procedure for the priority procurement of innovative subjects with different qualities should be based on the most advantageous tender
principle with focus on the "innovativeness" of the subjects, and consideration on how to give priority to tenderers, who qualify with the criteria
of innovation. Pursuant to the provisions of Article 56 Paragraph 4 of the Procurement Act, the Procurement and Public Construction
Commission has established the "Regulations for Evaluation of the Most Advantageous Tender". The tendering authorities adopting the most
advantageous tender principle should abide by the evaluation method and procedures delineated in the method, and conduct an open
selection of a winning tender. According to the Regulations for Evaluation of the Most Advantageous Tender, in addition to pricing, the
tenderers' technology, quality, function, management, commercial terms, past performance of contract fulfillment, financial planning, and other
matters pertaining to procurement functions or effectiveness, maybe chosen as evaluation criteria and sub-criteria. According to the three
evaluation methods delineated in the provisions of Article 11 of the Regulations for Evaluation of the Most Advantageous Tender (overall
evaluation score method, price per score point method, and ranking method), pricing could not been included in the scoring. That is, "the
prices of the subjects" is not the absolute criterion of evaluation of the most advantageous tender process.

The priority procurement procedures designed specifically for innovative subjects with different qualities may adopt an evaluation method
that excludes "pricing" as part of the scoring criterion so as to give innovative subject tenderers the opportunity to be more competitive in the
bidding evaluation process, and due to the extent of their innovativeness, obtain the right to preferential tenders. If it must be included in the
scoring, the percentage of the total score for pricing should be reduced from its usual ratio[13], while stipulating explicitly that "innovation"
must be included as part of the evaluation criteria. In addition, its weight distribution should not be less than a ratio that highlights the
importance of innovation in the evaluation criteria. Furthermore, when determining how to give preference to tenderers who meet certain
innovation criteria in the contract awarding procedures, care should be taken to stay on focus with the degree of innovation of the subject (the
higher the degree of innovation, the higher the priority), rather than giving priority to arbitrary standards. In summary, with consideration of
priority procurement procedures designed specifically for innovative subjects with different qualities, this paper proposes the following
preliminary regulatory directions:
1.Adopt the awarding principle of the most advantageous tender.

2 .Explicitly stipulate the inclusion of "innovation" in the evaluation criteria and sub-criteria, and its ratio, one that indicates its importance,
should not be less than a certain percentage of the total score (for example 20%).



3.Reduce the distributed ratio of "price" in the scoring criteria in the open selection.

4. After the members of the evaluation committee have concluded the scoring, if more than two tenderers have attained the same highest
overall evaluated score or lowest quotient of price divided by overall evaluated score, or more than two tenderers have attained the first
ranking, the contract is awarded preferentially to the tenderer who scores the highest in the "innovation" criterion.

5.When multiple awards (according to Article 52 Paragraph 1 Subparagraph 4 of the Procurement Act) are adopted, that is, there is more than
one final winning tender, the procuring entity may select the tenderers with higher innovation scores as the price negotiation targets for
contract awarding, when there are more than two tenderers with the same ranking.

Using the above method to highlight the value of innovative subjects will make these suppliers more competitive, because of their
innovativeness ratings in the procurement procedures, and not confine them to the limitation of price-determination. So that, subject suppliers
with a high degree of innovation, may attain the right to the preferential contract awarding that they deserve due to their innovativeness, and
the procuring entity can purchase suitable innovative products in a more efficient and easy process. It also lowers the threshold for tenderers
with innovation energy to enter the government procurement market, thus achieving the goal of supporting industrial innovation and creating a
win-win scenario for supply and demand.

[1] Cross-reference Table of Amended Provisions of the Statute for Industrial Innovation, The Ministry of Economic Affairs,
https://www.moea.gov.tw/MNS/populace/news/wHandNews_File.ashx?file_id=59099 (Last viewed date: 12/08/2017).

[2] According to the Guidance for public authorities on Public Procurement of Innovation issued by the Procurement of Innovation Platform in
2015, the so-called innovation procurement in essence refers to that the public sector can obtain innovative products, services, or work by
using the government procurement processes, or that the public sector can administer government procurement with a new-and-better
process. Either way, the implementation of innovation procurement philosophy is an important link between government procurement, R & D
and innovation, which shortens the distance between the foresighted emerging technologies/processes and the public sector/users.

[3] The EU's innovative procurement mechanism comprises the "Public Procurement of Innovation Solutions" (PPl Solutions) and "Pre-
Commercial Procurement" (PCP). The former is one of the government procurement procedures, explicitly regulated in the new EU Public
Procurement Directive (Directive 2014/24 / EU), for procuring solutions that are innovative, near or in preliminary commercial prototype; The
latter is a procurement process designed to assist the public sector in obtaining technological innovative solutions that are not yet in
commercial prototype, must undergo research and development process, and are not within the scope of EU Public Procurement Directive.
[4] The "software, innovative and green products or services", as described in paragraph 1 of Article 27 of the amended Statute for Industrial
Innovation, refers to, respectively, "software", "innovative products or services", and "green products or services" in general. There is no co-
ordination or subordination relationship between the three; the same applies to "innovative and green products or services" in paragraph 4.
[5] Article 93 of the Government Procurement Act stipulates: "An entity may execute an inter-entity supply contract with a supplier for the
supply of property or services that are commonly needed by entities." Additionally, Article 2 of the Regulations for The Implementation of Inter-
entity Supply Contracts stipulates: "The term 'property or services that are commonly needed by entities' referred to in Article 93 of the Act
means property or services which are commonly required by two or more entities. The term 'inter-entity supply contract (hereinafter referred to
as the “Contract”)' referred to in Article 93 of the Act means that an entity, on behalf of two or more entities, signs a contract with a supplier for
property or services that are commonly needed by entities, so that the entity and other entities to which the Contract applies can utilize the
Contract to conduct procurements."” Therefore, according to the interpretation made by the Public Construction Commission, the Executive
Yuan (PCC, for short), organizations handling inter-entity supply contracts should first conduct a demand investigation.

[6] In general, organizations in charge of handling the inter-entity supply contracts will disseminate official documents to applicable
organizations with an invitation to furnish information online about their interests and estimated requirement (for budget estimation) at
government's e-procurement website. However, in the case of more prospective subjects (such as cloud services of the emerging industry), it
may be difficult for an organization to accurately estimate the demand when filling out the survey, resulting in a mismatch of data between the
demand survey and actual needs.

[7] In accordance with the authorization of paragraph 3 of the Article, the IDB has established "Regulations Governing Examination and
Identification of Advanced Recycled Products by Ministry of Economic Affairs" (including an appendix: Identification Specification for Resource
Regenerating Green Products), except that the priority procurement process was not stipulated, because the Resource Regenerating Green
Products, that meet the requirements of the Ministry of Economic Affairs, are covered by the "Category lll Products" in the provisions of Article
6 of the existing "Regulations for Priority Procurement of Eco-Products”, set forth by the PPC and The Environmental Protection Administration
of the Executive Yuan. Hence, organizations that have the requirement to procure green products, may proceed with priority procurement by
following the regulations in the "Regulations for Priority Procurement of Eco-Products".

[8] After the amendment of the Article, the "software" in the provisions of paragraph 1 was excluded in paragraph 4, because the objective of
paragraph 4 is to promote industry innovation and sustainable development with the use of a more flexible government procurement
procedure. Thus, the subjects of the priority procurement mechanism are focused on "innovative" and "green" products or services, which
exclude popular "software" that has a common standard in the market. However, if it is an "innovative software", it may be included in the
"innovative products or services" in the provisions of paragraph 4.

[9] According to the provisions of Article 12 of the Charges And Fees Act: "In any of the following cases, the executive authority in charge of
the concerned matters may waive or reduce the amount of the charges and fees, or suspend the collection of the charges and fees: 7.
Waiver, reduction, or suspension made under other applicable laws."

[10] Refer to Article 12, Paragraph 1, Subparagraphs 1 and Article 13, Paragraph 1 and 2 of Regulations for Priority Procurement of Eco-
Products.



[11] Refer to Article 4 of Regulations for Obliged Purchasing Units / Institutions to Purchase the Products and Services Provided by Disabled
Welfare Institutions, Organizations or Sheltered Workshops.

[12] Refer to Article 12, Paragraph 1, Subparagraphs 2 and Article 13, Paragraph 3 of Regulations for Priority Procurement of Eco-Products.
[13] The provisions of paragraph 3 Article 16 of the Regulations for Evaluation of the Most Advantageous Tender stipulates: Where price is
included in scoring, its proportion of the overall score shall be not less than 20% and not more than 50%.
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