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Agenda for 40th Meeting of Construction Development Board 


Date

: 30th December, 2004

Time

: 1.00 PM

Venue
: MoW&HS Conference Hall

Date
: 1st September 2004

Time
: 1.00 PM
Venue: MoWHS Conference Hall

Board Members present:
1. Lyonpo Kinzang Dorji, Hon’ble Chairman

2. Dasho Karma Dorji, Secretary, MT&I

3. Dasho Tshering Dorji, Secretary, MW&HS

4. Dasho Ugen Tsechup Dorji, President, CAB

5. Mr. Pema Wangda, Director, Dept of Labour  

6. Mr. Phuntsho Wangdi, Director, DOR

7. Mr. Karma L. Dorji, Joint Director, SPBD

8. Mr. Kapil Sharma, Dy. Director, MoF

9. Mr. Sacha Rinchen Dorji, (Rep. Class A&B contractor)

10. Mr. Rinchen Daba, (Rep. Class C&D contractor)

11. Mr. Wangdi Gyaltshen, Executive Director, CDB Board as Member Secretary

Observers:

1. Mr. Game Tshering, General Secretary, CAB

2. Mr. P.D Wangdi, Executive Engineer (BDS), CDB

3. Mr. Tshering Yonten, Executive Engineer (M&TD), CDB

4. Mr. Chencho Tshering, Data Manager, CDB

5. Mr. Kumar Sharma, AE Registration, BDS, CDB

Welcome address:

The Hon’ble Chairman, Lyonpo Kinzang Dorji, Ministry of Works & Human Settlement welcomed the Board Members to the 39th CDB Meeting, and extended his apology for having to postpone the meeting which was originally scheduled for 10 a.m. as he had to go to Paro to receive the Bhutanese Archery team returning from the Olympic Games at Athens on the instruction of the Council of Ministers. 

The Chairman sought the views of the members as to whether the meeting should proceed with the agenda items or be postponed since some of the members had other prior engagements for late afternoon.  Most of the members desired that the meeting should proceed as planned, more so, to take advantage of the fact that there was full quorum for the first time after the reconstitution of CDB.  The Chairman consented to let the Secretaries of MTI and MoWHS and the Dy. Director, Ministry of Finance to excuse themselves towards the later half of the meeting to attend to other appointments, as this would not affect the quorum.

In his opening remarks, the Hon’ble Chairman regretted that the 39th Board Meeting could not be convened in the third week of June 2004 as agreed in the last meeting mainly due to the National Assembly Session, which took place from the 28th June 2004 to 17th August 2004.  The delay, he said, was also attributable to the numerous follow up actions that the CDB Secretariat had to accomplish based on the decision of 38th Board Meeting.  These, among others, included carrying out detailed review of criteria for registration, revalidation & up-gradation, preliminary studies on the status on fronting and measures to curb fronting and registration of consultants, etc.

The Hon’ble Chairman while appreciating the achievements made in the construction sector expressed his deep concern on the numerous challenges that the sector is faced with.   Citing “fronting” as an example, which he stated was still rampant, he invited the attention of the Board and emphasized the need to curb this practice before it got out of control. The Chairman was concerned that these practices invariably bred poor quality work besides other complications such as delay in the completion of works on time, dispute between the employer and contractor etc. He strongly urged for appropriate measures and efforts of all concerned to develop the still nascent construction industry into a vibrant one.    

The Board was reminded of His Majesty’s vision and aspiration for the private sector. He also called attention to the poor perception of this sector by the members of National Assembly as articulated during the recent session. The Chairman emphasized on the importance of “quality of work” as it was seen that many contractors perceived quality assurance as a concern of the client only.   He stressed on the importance of procuring agencies and contractors working closely together with utmost dedication and sincerity.  In conclusion, he reiterated CDB’s important role as an overseer, a bridging organization between the public and private sector, which called for commitment from the members to promote Bhutan’s nascent construction industry.  

With these remarks, the Chairman asked the Executive Director, CDB Secretariat to take the Board Members through the agenda items circulated by the Secretariat.

Agenda 1:
Adoption of agenda 

The agenda for 39th Board Meeting was adopted with following additional points/issues under Agenda No. 9 - Any other points:

a) Foreign Workers

b) Bid Evaluation guidelines

c) Electrical works under W3 & W4

Agenda 2.
Approval of Minutes of 38th CDB Meeting

The Board approved the 38th Minutes of the Meeting of Construction Development Board with the following corrections:

Page -4 Sl. No. d – 5th bullet under “Incorporation”:  “The Board Secretary reported that CDB was trying to contact the concerned official in the Ministry of Trade of Industry …” to be corrected as Ministry of Trade and Industry.
Agenda 3:
Matter arising from 38th Meeting of CDB

The Chairman informed that the Agenda 3 comprised of three separate sections viz. ‘a’, ‘b’ and ‘c’ and given its importance, sections ‘b’ and ‘c’ were dealt separately under agenda 4 and 5 respectively.  He asked the Executive Director, CDB Secretariat (Member Secretary) to proceed with the presentation. The salient features of Agenda 3a – ‘General’ were presented as follows:

i) Contact agreement to be standardized and made uniform:  

The ED informed the Board that Standardizing of Contract Agreements has been initiated by the CBD Secretariat and a draft has been completed.
ii) Constituting impartial clauses in the contract agreement: 

The ED submitted that most of the issues raised were already reflected in the Procurement Manual but dispute and problems cropped up during the implementation due to ignorance or misinterpretation.  He said that efforts were being made to incorporate those clauses which are not included, during the ongoing revision of Procurement Manual.

iii) Bhutan Schedule of Rates – as a basis for all rate analysis

The ED informed the Board that BSR is not be used as a basis for rate analysis and the justifications of SQCA on this was presented to the Board.

iv)  Monitoring of Class A and B Contractor

The ED informed that monitoring in its strictest sense had not been carried out, pending finalization of criteria.  However, physical verifications have been carried out on a case-by-case basis during re-validation.  Monitoring would initially focus on classes ‘A’ and ‘B’ only, to be carried out in a continuous process. This would take into consideration the enormity of taking the entire number of firms (with 50 firms in class ‘A’, 31 in ‘B’, 347 in ‘C’ and 1082 in D totaling 1510 firms).  

v) Re-registration to current Classification/Categorization – not fulfilling criteria

The ED informed that classification of 11 firms not fulfilling the criteria for renewal in heading to their current Classification/Categorization were downgraded based on the decision of the Board.  

vi)  Late renewal of CDB Certificate

On late renewal the Board was informed that:

· 80 class C and D contractors who fulfilled the criteria but had their certificate expired by one month had been renewed on payment of Nu. 100 per day.  

· 383 contractors/firms whose CDB certificates had expired as on 31/12/2002 were deregistered.

· Another 233 contractors/firms whose CDB certificates had expired as on 31/3/2004 were deregistered.  These were firms who despite the opportunity given to them to renew their certificates on payment of nominal fine and on fulfillment of criteria were either unwilling to pursue construction business or unwilling to pay the fine.  

· Only 22 contractors had renewed the certificate under this category.

vii) Renewal of CDB Certificate:

CDB certificates of 393 contactors of different classes had been issued on calendar year basis as per 38th decision of the Board.  

viii) Sitting Fees:

The Board was informed that the Hon’ble Minister, Ministry of Works and Human Settlement was pursuing the matter with the Minister, Ministry of Finance.  

ix) Fronting of CDB certificate:

The Board was apprised that at least three Class C firms involved in fronting had been questioned. Following this, the CDB Certificate of Bhutan Construction Company was deregistered and their Indian counterpart repatriated.  The CDB Secretariat reported that there was rampant fronting being practiced in Tala Hydro-power Project where Bhutanese contactors leased out their licenses to Indians who in the guise of engineers and managers get entry into Bhutan.   In addition, cases of contract awards without valid contract licenses were also reported prevailing in THP.  These were pointed out as very unhealthy trends and detrimental for the growth of the construction industry in Bhutan.  It was felt that this could be only the tip of the iceberg.

The President, CAB, stressed that a distinction must be made on fronting between Bhutanese contractors and between non-nationals and Bhutanese contractors, as the former is mostly a case of unauthorized subletting. He added that if mandatory sub-contracting up to 25% by ‘A’ & ‘B’ Classes to lower classes was made permissible in the new procurement manual, it would legalize sub-letting. 

While agreeing that fronting in THPA was indeed widespread, the President CAB felt that one of the causes for indulging in such practices was the sheer absence of a conducive environment for national contractors to execute the work on their own.  Citing examples of how some national contactors suffered in the past, he said fronting in THPA could be considered as exceptional, undertaken by those contractors under compelling circumstances.  To curb fronting, in THPA in particular, he asked if DEL could revoke all ID cards of Indian Engineers/Managers engaged there. This would then enable the CDB to assess the actual involvement of nationals in the implementation.

The Chairman while noting the above submission explained that fronting in the construction industry had proliferated in different manifestations and therefore had no room for any complacency, nonetheless.  He stated that it was illegal and unacceptable in any form and therefore must be stopped by all means.  With regard to sub-contracting among nationals, he clarified that the Procurement Manual permited sub-contracting but with the consent of the procuring agency concerned.   The Chairman stated that contractors undertaking work without valid CDB Certificate and in some instances tampering with the CDB certificates should be penalized as per law.  He urged the CDB and Ministry of Trade and Industry to work closely together to put a stop to such violators.

The Secretary, MTI supporting the general views on fronting where most works awarded to Bhutanese contractors in Tala were actually executed by non-nationals, said that the private sector had not lived up to the expectation.  With Tala Project on the verge of completion, he hoped that such practices would not be repeated in the implementation of the up-coming Puna-Tsang Chu project.  He further added that contractors had indulged in such undesirable practices despite having the advantage of favorable provisions for national contractors in the Agreement on Tala Hydro Power Project.  The agreement, according to him stipulated clearly that, “while all considerations are equal (Indian & Bhutanese) preference will be given to Bhutanese contractors”.  He commended CDB’s effort with regard to curbing fronting and suggested many more stringent checks to be carried henceforth.  To this end, he requested the CDB to furnish a list of those contractors awarded work in THPA with invalid CDB certificate and those who had tampered the certificates.

The Director, DEL while sharing the above views, expressed his concern on the growing number of fronting cases in the construction industry. He felt that fronting of any kind, even among nationals, must be discouraged to allow the construction sector to grow cleanly.  He felt that the contractor’s lack of seriousness in business among other factors could be one reason for such actions. He stressed on employment of Bhutanese engineers as against non-nationals to alleviate the problem to some degree. He supported the need to penalize those tampering with official documents.
After a lengthy deliberation, the Board decided as follows:

· Fronting must be stopped in all its forms

· CDB to carry out checks on regular basis and take appropriate action such as downgrading or deregistering as per rules/norms 

· CDB, CAB, DEL and MTI must work closely to check fronting involving non-nationals in particular 

· Those undertaking contracts with invalid CDB Certificate or tampered Certificate should be penalized. 

x) Use and transportation of 10 wheeler truck in construction industry:

The ED reported that according to RSTA the carrying capacity of 10 wheeler trucks was as per schedule 2 of the Road Safety and Transport Regulations 1999, which is 10 MT in hilly areas and 15MT in the plains.

· The Board decided that CDB should follow up further to enhance the load limits with the Road Safety & Transport Authority (RSTA) and the Department of Roads since RSTA‘s Regulation on carrying capacity is based on DOR’s specification for different types of roads. 

Agenda 4:  Review of criteria for registration, revalidation and up-gradation 
The Executive Director, CDB reported that of the four proposals that were initially circulated for comments, the sub committee strongly felt that the present criteria (decided during the 34th Board Meeting), with minor changes be implemented stringently before any major revision is done.  The basis for the above decision being that:

· Criteria in its strictest sense was neither implemented satisfactorily nor applied uniformly thereby resulting in contractors of the same class being placed on unequal footing.  

· The team also felt that the above decision was fair to those firms who had complied with the CDB requirements in terms of maintaining its resources.  

· The decision was also agreed upon in light of the fact that criteria would be revisited by a short term consultant shortly to review it more professionally.

· The committee also felt that it was more important at this stage to streamline the existing haphazard system of registration, monitoring, bookkeeping, apart from inculcating a sense of seriousness in compliance of CDB norms and developing business ethics in construction industry business.

The President CAB reported to the Board that the criteria for registration, revalidation & up-gradation was discussed at length with the members on two occasions – once in all class-A contractors meeting and Annual General Meeting and the following three options were proposed for discussion:

1- strong Management & Financial Requirement with no mandatory minimum equipment requirement;

2- Relaxed Management & Financial but strong requirement for equipment;

3- Strong management, Financial and equipment requirement in a move for specialization with development of professionalism in construction;

He said that while his personal view would have been to go for strong management & financial criteria with no equipment requirement, the members in general were of the view that the CDB in the past had not strictly enforced the criteria and therefore the impact was yet to be ascertained to warrant need for other options.  He therefore opted for sticking with the existing criteria.  He however stressed for strict enforcement of existing criteria at the implementation level. 
The Board, after exhaustive discussion, approved the existing criteria proposed by sub-committee with the addition of a few minor changes, as detailed below.  The Criteria is to be implemented strictly henceforth so as to produce the desired result irrespective of whether a contractor had been awarded any work.  Appropriate actions such as down-grading or de-registering would be taken on those not fulfilling the criteria. The following comments were to be incorporated in the criteria:

Financial capacity:

· Under option-III, aside from OD and annual credit facilities, it was also decided that “credit rating” from Financial Institutions could also be considered, given the instances when contractors do not get work within a given year.

Human Resources:

· Only ‘Engineer’ to be mentioned in place of option on ‘Architect’.

· To remove the requirement of Tech./skilled workers from the mandatory requirement,

· To have no options under Human Resources.  Therefore, Option No. II to be deleted completely.

Equipment & Facilities:

· Sub-committee’s proposal of downsized version of mandatory equipment not approved instead recommended to retain the existing one (with minor changes),

· No options allowed.  Only option I to be maintained henceforth.

· When it comes to assessment/verification of equipment, the same should be  applied exclusively for construction and distinction recognized between equipment from those used in mining etc. 

Track Record:

· Petty class to have work in hand / completed one, or participated at least one project in the last two years during revalidation. 

· Tack records to be implemented strictly.

The following criteria were approved for strict implementation:

· 1.0  Criteria for Financial Capacity: 

The Minimum Requirement for qualification in Financial Capacity will be determined on the basis of the following options and a contractor is required to meet any one of the following:

Table 1.1

	Criteria
	A
	B
	C
	D (Petty)

	Option I:
Net Worth:

(Total cost of assets owned)
	
 Nu. 5,000,000
	
  Nu.  1,500,000
	
  Nu.  450,000
	
  N/A

	Option II:
Net Worth:
and
Average Annual Turnover:

(Trial balance)
	
 Nu.  2,000,000

Nu.  32,500,000
	
 Nu.  500,000


Nu. 10,000,000
	
Nu. 150,000

Nu. 3,000,000
	
  N/A

  N/A

	Option III:
Net Worth:
and
Average Annual Credits:

(OD / Credit facility)
	
 Nu.  2,000,000

Nu.  10,000,000
	
 Nu.  500,000

Nu. 3,000,000
	
Nu. 150,000

Nu. 450,000
	
  N/A

  N/A


Financial capacity can be shown by:  

· submitting financial statements such as audited/certified financial statements/balance sheets, company annual report etc. that would clearly indicate the financial position of the preceding years in case of option II.
· 2.0  Criteria for Technical Capability

The minimum requirements for qualification of Technical Capability are determined by two factors: (i) Human Resources (Key personnel) and (ii) Equipment and Facilities as specified in tables 2.1 and 2.2.

2.1 Minimum Requirements: Human Resources (Permanent Personnel) Assessment:

	Criteria
	A
	B
	C
	D (petty)

	
	W1 & W3
	W4
	W1& W3
	W4
	W1& W3
	W4
	

	 Permanent Key Employees:
     (i)    Manager
     (ii)   Graduate Engineer       (iii)  Diploma Engineer 
     (iv) Accountant
     (v)  Site supervisor
      -----------------------------
 minimum # of employees:
	
1
1 (Civil)
2 (Civil)
1
3 (Civil)
-----
7
	1
1 (Elec)
2 (Elec)
1
3 (Elec)
-----
7
	
1
1 (Civil)
1 (Civil)
1
2 (Civil)
-----
5
	
1
1 (Elec)
1 (Elec)
1
2 (Elec)
-----
5
	
1
-
1 (Civil)
-
1 (Civil)
-----
3
	
1
-
1 (Elec)
-
1 (Elec)
-----
3
	
1
-
-
-
-
-----
1


Following documents may be attached to authenticate information on key personnel:

· Curriculum Vitae of all employees (against table 2.1 above) with his/her signature including submission of academic transcripts, years of experience, and other relevant information to demonstrate competence,

· TDS and Health contribution.  
2.2 Minimum Requirements of Equipment& Facilities:

	Sl.
	Mandatory Equipment & Facilities
	A
	B
	C
	D(Petty)

	No.
	 
	W1
	W3
	W4
	W1
	W3
	W4
	W1
	W3
	W4
	W1
	W3
	W4

	A
	W1, W3 & W4
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	1
	Excavator (or) Pay loader (or) (Motor grader for W1)
	1
	1
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	2
	Truck (Truck/Tractor for Class C)
	1
	1
	1
	1
	1
	1
	1*
	1*
	1*
	-
	-
	-

	3
	Air compressor
	1*
	1*
	1*
	1
	-
	 
	-
	 
	 
	-
	-
	-

	4
	Road roller
	1
	 
	 
	-
	 
	 
	-
	 
	 
	-
	-
	-

	5
	Survey equipments (theodolite/Total stn.)
	1
	1
	1
	1
	1*
	 
	-
	 
	 
	-
	-
	-

	6
	Concrete mixer (10/7 cft) & (7/5 cft for Class C)
	-
	1
	1
	
	1
	1
	1
	1
	 
	-
	-
	-

	8
	Vibrator
	
	1
	1
	 
	1
	1
	1
	1
	1
	-
	-
	-

	9
	Steel shuttering set (sft.) 
	 
	5000 
	 
	 
	2500 
	 
	 
	 
	 
	-
	-
	-

	10
	Water pump
	-
	-
	1
	-
	-
	-
	-
	1
	 
	-
	-
	-

	11
	Crane Truck
	-
	-
	1
	 
	 
	 
	 
	 
	 
	-
	-
	-

	12
	Meggar
	-
	-
	1
	-
	-
	1
	-
	 
	1
	-
	-
	-

	13
	Max puller
	-
	-
	 
	 
	 
	1
	 
	 
	 
	-
	-
	-

	B
	 Bhutanese Painting – W2: as registered
	
	
	
	
	 
	 
	 
	
	
	 

	1
	Safety equipments (Safety belts, helmets, goggles, )
	1 set

	2
	Ladder (Aluminium /steel folding)
	1 set
	


* Minimum of one for all categories (approved during 40th BM.
To fulfill the minimum mandatory requirement of equipment and facilities, a contractor must:

· show that the registration of equipments declared to CDB are be in the name of applicant only.

· submit blue book copies supported by Route Permits and insurances for all RSTA registered equipments.

· submit equipments verification reports duly endorsed the authorized govt. Engineer for those equipment, which are not dealt by RSTA.

· 3.0 Track Record

Contractors are expected to have executed engineering or construction works similar to those category headings for which they are classified and registered as specified in table 3.1 below and have a consistently satisfactory performance record.  

3.1 Criteria for Track Record:
	Criteria
	A
	B
	C
	D (Petty)

	a) To 

RE-VALIDATE

Or

RE-REGISTER
	i) Applicants must be currently registered as class 'A' contractor.

ii) Works in progress or completed one project in the applied category valued at least Nu. 15 million, or alternatively participated in at least five (5) biddings during the previous two years. 
	i) Applicants must be currently registered as class 'B' contractor.

ii) Works in progress or completed one project in the applied category valued at least Nu. 5 million, or alternatively participated in at least five (5) biddings during the previous two years.
	i) Applicants must be currently registered as class 'C' contractor.

ii) Works in progress or completed one project in the applied category valued at least Nu. 1 million, or alternatively participated in at least five (5) biddings during the previous two years.
	 i) Currently
Registered
with the
CDB

ii) Works in progress /completed one project, or participated in at least two (2) biddings in the last two years.



	b) To 

UPGRADE
	i) Applicants must be currently registered as class 'B' contractor.

ii) Completed three projects in the applied category valued at least Nu. 5 million each, or alternatively, one project in the applied category valued of at least 10 million, during the previous two years.
	i) Applicants must be currently registered as class 'C' contractor.

ii) Completed three projects in the applied category valued at least Nu. 3 million each, or alternatively, one project in the applied category valued at least 6 million, during the previous two years.
	i) Applicants must be currently registered as class 'D' contractor.

ii) Completed three projects in the applied category valued at least Nu. 0.30 million each, or alternatively, one project in the applied category valued  at least 0.60 million, during the previous two years.
	
N/A

	c) For 

NEW REGISTRATION
	Direct Entry

Not allowed
	Direct Entry

Not allowed
	 A diploma Engineer with a minimum of 5 years documented project execution experience, and a direct involvement in projects with a minimum accumulated value of Nu. 5 million.
	
N/A


Agenda 5:
Registration of Consultants relating to construction works

As decided during the 38th Board Meeting, the need to register consultants was further emphasized.  The ED proposed that a start could be made with the establishment of a very simple general registration system, to provide basic information of consultants such as their technical qualifications, past experiences etc. and not with intent to use the registration system as classification to assess a consultant’s capacity to perform specific assignment.  The procuring agencies could use the information provided by the CDB in the evaluation and selection of potential consultants.

It was reported that the construction industry employed a variety of different consultants with each service being a different professional specialization requiring its own registration criteria. Since many of these services did not have any significant presence in Bhutan, a general registration form was thought to be suitable. For architectural services though, where there was already a large presence of private firms, a separate registration and qualification criteria could be applied.

In view of the limited capacity of the CDB, it was proposed that the Royal Bhutan Institute of Architects, (RBIA) could assess the Consultant’s (Architect) capacity on behalf of the CDB.  The RBIA will prepare the architect registration criteria, registration guidelines, solicit applications, verify qualifications and forward the cases of approved applicants for issuing CDB Certificate for official registration.   Registration of general consultants would be studied by MoWHS once a fair experience had been gained through the Architect’s registration.

This was followed by a brief presentation by Mr. Karma L Dorji, who is also the Interim President of RBIA. He explained that one of the reasons for registration was to foster accountability and professional liability which at the moment is non-existent.  

· The board decided that RBIA should immediately start the certification of Architects and recommend for registration by CDB. 

· As for the registration of engineers by CBD or any other relevant organization, it was deferred for further study by the ministry (MoWHS).

Agenda 6:  Pending cases for up-gradation 
The Executive Director, CDB presented the up-gradation cases (10 old and 3 new cases) that had been lying with CDB pending finalization of CDB Criteria.  He submitted that with the finalization of revised criteria now, these firms would be reassessed of their capability to ascertain fulfillment of the revised criteria.   

· The Board advised the CDB Secretariat to proceed with the reassessment as per approved criteria and up-grade those fulfilling the criteria. 

Agenda 7:
Number of contracts for class A Contractors (upper limit) 
The Executive Director, CDB presented a brief background of the proposal for having an upper ceiling for class ‘A’ contractors which was initially limited to five contracts at a time.  With the upper ceiling lifted, he said that some contractors misused this opportunity by resorting to fronting and unofficial sub-letting of contracts.  This was strongly raised during Dasho Dzongdas meeting with MOWHS on the 12th July 2004.  He also related the implications to stretching the scarce resources of contractors, quality of work, delay in completion, and uneven distribution of work etc.  He requested the board to deliberate on this issue in-depth and take an appropriate decision.

Opening the floor for deliberation, the Chairman informed that the main reason for including this topic in the agenda was in response to the concerns raised by Dasho Dzongdas who felt that a number of cases of fronting/subletting was due to the absence of an upper ceiling for Class ‘A’ contractors.  He said that it was also noticed that contractors took up many works simultaneously far beyond their available means and resources.  These undoubtedly produced negative impacts. 

The President CAB reported that the sole objective of lifting the upper ceiling was to nurture and enable prospective contractors to develop and expand instead of limiting its size.  Expressing his concern over the proposal he said that limiting the number of works was not the right solution to address this issue.  He added that the new evaluation criteria takes into account the number of ongoing works and the bid capacity of contractors.  It was therefore up to the procuring agency to decide whether or not to award the work to a particular contractor depending on his capability.  He quoted that “Procuring agencies have the right to reject if a particular contractor has too many works at hand or lack the capacity to undertake a work”.
· After prolonged discussion on the agenda, the Board decided that it will continue with no upper ceiling for Class A contractors.  However, the number of work that a contractor can undertake will be determined by the new evaluation criteria on assessment of bid capacity and number of contracts in hand.  

· The Board directed the CDB Secretariat to work towards developing an up to date data base system, in terms of number of works at hand, key personnel, equipment, track records etc, so as to avoid any subjectivity in the evaluation process.  

Agenda 8:
Splitting of Druk Construction Co. 
Following a presentation on the application and background of the firm, the Executive Director reported that the two partners of Druk Construction Company, (DCC) bearing CDB Registration No. 86, had requested for sole proprietorship and as separate entity, both in Class A category.   

He reported that as per the existing norms a company can convert to sole proprietorship provided it fulfills the CDB requirements.  However, he reported that a similar case was dealt in the past wherein the 27th Board Meeting held on 20th June 2000 did not permit splitting of the company although they owned sufficient resources to form separate companies.  He requested the floor to kindly discuss on the issue and advice the secretariat accordingly.

The President, CAB submitted that the 27th Board decision disallowing splitting of the company was not a blanket decision but for a specific case for Bhutan Engineering Company (BEC) and Druk Thuendril Lerig (DTL).  He felt that the Druk Construction Co. case, was genuinely deserving of consideration and in many ways a unique case compared to the past case where splitting involved family relations.  He reported that the two partners had no family relations whatsoever to keep them together, apart from equally conflicting interest in construction business.  Besides, the two partners seemed to have developed serious personal differences which were beyond reconciliation.

The Chairman agreeing to the above added that unlike most other partnerships where capital equity is the input and day-to-day management shouldered by only one of the partners, in the case of Druk Construction Co. both promoters were known to share the responsibility in day-to-day business management.

· The Board after elaborate discussion decided to allow splitting of Druk Construction Co. subject to fulfilling the criteria as two separate entities in Class ‘A’.  The CDB Secretariat was directed to carry out detailed assessment/verification prior to issuance of CDB certificate.  

· The above decision of splitting was made only for Druk Construction as a special case and therefore not applicable to others.  Similar cases in future are to be dealt on a case-by-case basis.

Agenda 9:  Any other points:

a. Evaluation Procedures

The Joint Director SPBD informed the meeting that the current bid evaluation guidelines circulated by MW&HS had short falls.  He said such evaluation procedures were adopted for consultancies and not for evaluation of tenders.  He disagreed with the definition of the formula/nomenclature used for judging bid capacity and stated that the scoring system was unclear making it very subjective.  He requested that implementation be withheld till the anomalies were resolved. 

Mr. Sacha contractor representative of A & B supported that the evaluation procedures needs to revisited.  According to him, one of the major bottle-neck of implementing the new system was the ignorance among engineers in general, in following the new evaluation system. 

The Chairman informed that the Ministry had already initiated the process by carrying out visits to Dzongkhags and other agencies to consult and get feedback on the system before incorporation in the Procurement Manual.

· The Board advised the Joint Director (SPBD) to send his comments on the guidelines to the Standards & Quality Control Authority (SQCA) for clarification/consideration;   

· As informed by the Chairman, Ministry (MoWHS) to organize workshops / training for engineers to create awareness on evaluation procedures;

· The guidelines will be incorporated in the Revised Procurement Manual.

b. Foreign labours

The Director, DEL briefed the recent incident of Indian workers who were reportedly stranded in Lhuentse /Mongar Dzongkhag.   He reported that the story printed by Kuensel was incorrect and according to him, it was the middle man (baidar) who had actually received the advance payment from the contractor.  He informed that the existing Labour Regulation clearly states the responsibility of persons in such cases and this regulation was required to be followed until the Labour Act comes into effect. 

c. Electrical works

In response to Mr. Sacha’s suggestion that class A contractor undertaking Building Construction worth more than 10 million be automatically given W4 category in Class C, the ED submitted that the criteria had just been revised and it was not proper to introduce too many changes and confuse the contractors.

· The Chairman asked the CDB Secretariat to study the proposal and if necessary to put up during the next board meeting. 

Miscellaneous points:

· Unreasonable contract completion period set to financial year closing date by procuring agencies, to be looked into by the Ministry. 

· CDB to develop a data base on contractors / resources and make it available on CDB web site so as to enable the Procuring Agency (PA) to verify on line.

· CDB to further examine the possibility of simplifying the recently circulated Bidding Report and Contract Completion Report Forms.

· Cases of late renewal of CDB Certificate to be considered on a case-by-case basis.
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