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Agenda for the 47th Meeting of Construction Development Board 


Agenda for 47th Meeting of Construction Development Board (CDBM-47)

Date

: 4th September, 2007.

Time

: 10:00 AM
Venue
: 
: MoW&HS Conference Hall

Agenda 1:
Adoption of agenda

Agenda 2: 
Approval of the Minutes of the 46th CDB Meeting

Agenda 3:      Follow up actions taken on the decisions of 46th Board Meeting

Agenda 4: 
 BCCI seeking support in the collection of BCCI membership fee from Contractors 

Agenda 5:
Grievances by painters registered under W2 category (Bhutanese Painting) 

Agenda 6:
Formation of Construction Consortium by Bhutan Engineering Company for W4 -Power sector works 

Agenda 7: 
M/s. Gayjur Construction Case

Agenda 8:
M/s. Cee Dee Construction’s request for renewal without track record 

Agenda 9: 
Revision of CDB Manual (Draft for approval)
Agenda 10:
Any other points

Agenda 1:
Adoption of Agenda

Agenda 2:
Approval of the Minutes of the 46th CDB Meeting 

Agenda 3:
Follow up Actions taken by the Secretariat on the 46th. Board Meeting

i) Two Notifications were published in the media regarding:-

· the increase of the financial ceiling to three times the existing ceiling as the upper limit for the Class B and Class C categories and 
· Class C Constructions firms registered in W4 Category no longer need to recruit electrical engineers (Diploma) otherwise required as mandatory requirement during revalidation. 
ii) Up-gradation proposals of the following ten firms have been verified based on the new criteria for up-gradation approved during the 46th Board Meeting.  Of the ten only three have been able to fulfill the criteria so far.
1. Ms. Yangkhel Construction
B-A (W1 & W3)

2. Ms. Jabab Construction 

B-A (W1 & W3)

3. Ms. K C Construction

B-A (W1 & W3)

4. Ms. Lhaki Construction 

B-A (W4)

5. Ms. S.T Construction 

C-B (W3)

6. Ms. K. Gangri Construction
B – A (W1, W3)

7. Ms. Lhadar Construction

C – B (W1, W3)

8. Ms. Mindu Construction 

C – B (W1, W3)

9. Ms. Diamond Construction
C-B (W1)

10. Ms. Asiatic & TW Construction 
C-B (W1)

1. M/s. Yangkhil Construction: The Firm was notified of the new criteria and of the need to furnish additional requirements based on the new criteria for up-gradation. The firm however did not respond.
2. M/s. Jabab Construction: Site verification for equipments and human resources has been completed. The proprietor is in the process of submission of additional information/documents to fulfill the requirement.
3. M/s. K.C Construction:  Verifications were carried out of M/s. K.C Construction.  The firm has fulfilled the criteria required for up-gradation.  In line with the decision of the 44th Meeting of CDB held on the 15th May 2006, in order to facilitate the more thriving firms' timely up-gradation all up-gradation cases are now processed by the Secretariat (without putting up to the Board) and approval accorded from the Hon’ble Chairman.  M/s. K.C Construction was accordingly upgraded from Class B to Class A in W1 and W3 Categories upon meeting the criteria. 
4. M/s. Lhaki Construction: Site verification for equipments and human resources has been completed. The firm is in the process of submission of additional documents required to fulfill the criteria.

5. M/s. S.T Construction: Site verification for equipments and human resources has been completed. The firm is in the process of submission of additional documents required to fulfill the criteria.
6. M/s. K. Gangri Construction:  Documents submitted for verification and scrutiny is not complete and therefore field verification is pending.
7. M/s. Lhadar Construction: The firm withdrew its application for up-gradation to next higher category and therefore the proposal is cancelled.
8. M/s. Mindu Cnstruction: Site verification for equipments and human resources has been completed. The firm is in the process of submission of additional documents found missing so as to fulfill the criteria.
9. M/s Diamond Construction: The firm fulfilled the criteria required for up-gradation.  The firm therefore has been upgraded from Class C to Class B for W1 Category in line with the discussion/decision of the 44th Meeting of CDB held on the 15th May 2006 where it was agreed that in order to facilitate the more thriving firms' timely up-gradation, all up-gradation cases be processed by the Secretariat without having to put up to the Board but with the approval of the Chairman. The Board was to be apprised only of up-gradations affected.
10. M/s. Asiatic and TW Construction: The firm has been temporarily suspended from taking any new works due to pending case pertaining to procurement of work under Zhemgang Dzongkhag. Therefore, the firm’s proposal is kept in abeyance.
11. M/s. Kuenlha Construction has also been upgraded from Petty to Class C in W1, W3 and W4 Categories as it fulfilled the criteria required for up-gradation.

Agenda 4:
 BCCI seeking support in the collection of BCCI membership fee from Contractors
The Secretary General Bhutan Chamber of Commerce & Industries vide his letter No.BCCI/AFD/16/2007/601 dated 16th June 2007 has requested the CDB Secretariat to insist contractors on membership fee receipt issued by the BCCI during the revalidation of CDB registration. This is to ensure that fees due to BCCI are paid.  CDB registrations of firms are revalidated every two years upon fulfilling the criteria.  
The matter is submitted to the Board for discussion and further advice.  A copy of the letter is appended herewith for the Hon’ble Members of the Board’s kind perusal.
Agenda 5: 
Review of W2 category (Bhutanese Painting Works) of the Contractors 

A joint petition by seven Zorig Chusum Institute graduates currently registered in W2 category of CDB registration (Traditional Bhutanese Painting) have put up grievances in connection the following (copy of petition which is self explanatory - attached):
1. Work under W2 - Traditional Bhutanese Painting is not generally tendered separately but instead tendered as package civil works;

2. This forces them to take only sub-contract works from the civil contractors at very low bid with hardly any profit margin for their firms to sustain;

Proposals made by the petitioner:

1. Segregate Bhutanese Painting from civil works/contracts since the nature of work involved is completely different.  Clubbing Bhutanese painting with civil works deprives the specialized painters registered in only W2 as they are forced to take up works on sub-contract.  
2. Classify Bhutanese Painting based on financial capacity, experience, manpower, and seniority.  Weightage in the form of points need to be considered during evaluation.
3.  Practice of tendering Bhutanese Painting with civil works has encouraged even the Indian laborers in Bhutanese Painting works. This has undoubtedly resulted in poor quality and sub-standard painting as seen in most building construction in Southern Bhutan, in particular.

4. Sub-contracting of Bhutanese painting has a negative impact in promoting and maintaining the (traditional) standard prescribed in Zorig Chusum.

5. The allowable contract range for general painter may be set to Nu. 0.05million and the specialized painter Nu. 0.05milion and above.     
CAB’s views:

The Construction Association of Bhutan, endorsing the proposal, states that the present system of awarding painting works valued less than Nu.1.5m to lowest bidder (evaluation guidelines not followed in class Petty) and painting works valued more than Nu.1.5m to the lowest evaluated bidder has created ambiguity in the compliance of this directives by the procuring agencies. Further, most of the construction packages include Bhutanese Painting as an item work, thereby making painters go for sub-contracting / negotiation with the civil contractors.
In view of the above the following is proposed:
1. Painting work may be de-linked from the registration with other 3 work categories; and instead independently registered like the Engineering and Architect Consultants.

2. The registration may be classified as ‘Bhutanese Painters’ and segregated into two(2) classes, namely as ‘General Painters’ and ‘Specialized Painters’.

3. The allowable contract range for general Painters may be set up to Nu. 1 Million; and for the Specialized Painters for works above Nu. 1 Million.
4. Strategy for change if approved:  All contractors having valid registration in W2 category could be notified to either retain the registration as it is in which case the same would be treated as “General Painter”; while those desiring to target for painting works over Nu. 1 million may re-register as “Specialized Painters”.
The Secretariat finds the grievance put up is genuine and likewise suggestions made reasonable.  CDB’s effort is towards specialization in specific trades and therefore the proposal is very much in line geared towards professionalism.  As suggested, such a move will broaden the industry base and increase portfolio with registration of “specialized Painter” class contractor.  The strategy would be to have all Procuring Agencies tender the Traditional Bhutanese Painting Works separately instead of as an item of work under Building Works.  At present there are 1451 firms registered in W2 out of which there are only 8 firms registered in W2 category.
Agenda 6: Formation of Construction Consortium by Bhutan Engineering Company for Power sector works.
Background:
Bhutan Engineering Company Pvt. Ltd. (BECPL) has already a Class “A” category CDB registration in W4.  However, it now proposes to go a step further in terms of professionalizing in power sector infrastructure works by de-linking/transferring from the present BECPL and converting it into a separate entity owned and managed by Consortium Company comprising of seven partners. The de-linked BECPL W4-‘A’ new entity thus established would be a private limited company - to be known as Bhutan Engineering Consortium Company (BECC) incorporated under Companies Act.  A group of professional engineers who have experiences in the power sector with Dasho Dorji Norbu as the Managing Director is proposed as key personnel of the company.  The company would be an independent incorporated company but that would share the experiences of BECPL. The proposal enables the consortium to build on the resources and the experiences already acquired by the current JV consortium led by BECPL for the following power infrastructure works:
· 220 kV transmission line; Rurichu -Tsirang Dagana

· 132 kV transmission line;  Tingtibi -Yurmong

· 66  kV  transmission line from Yurmong- Bumtha

· 66 kV transmission line Dagana with Areva.

Promoters:

The following are the promoters of CC Inc. 

1. Dasho Dorji Norbu, Civil Engineer & MD, BEC

2. Jigme Tobgay, Electrical Engineer, B.Tech. and M.Sc. Technology Management.

3. Kinga Tshering, Mechnical Engineer, MBA & MDR

4. Bap Kinga, Samling Enterprises,Thimphu

5. Sangay Tenzing, Babesa, Thimphu
6. Yeshi Lham

7. Tshewang Jamtsho

Experiences:

The proposal mentioned that the CC will be managed by professional individuals having vast working experiences in the power sector both in govt. and private sectors, in the past.
Management:

The company’s management, as proposed, would be as per the companies act and the following provisions kept for its day to day functioning:

· A CEO for managing day to day affairs

· A CFO for financial functions

· A COO for projects management
· An Engineering Cell for all design, engineering and Technology

· Tender and Contracts Department for managing tenders & contracts
Human Resources Development:

Efforts shall be made to recruit highly motivated individuals and then provide them the right incentives to train and retain them with appropriate compensation packages and other incentives and packages,…

Share Capitals:

The promoters shall contribute a paid up capital of Nu.20.00 million towards establishing the company for the following purposes:
· Equipments and machineries
· Working capitals

· Establishment costs

· Accounting and reporting

Shareholdings: 

Till the pre-incorporation of the consortium, all shareholding pattern and liabilities shall be as per the attached partnership agreement as the consortium is essentially a partnership entity. The partners shall contribute equally to all investments, and share profits and losses in the same manner.
The proposal has been forwarded by the CAB vide its letter No. CAB-R & L/2007/2228 dated 12th June 2007 with recommendation.  
In essence, the secretariat support the proposal submitted by the consortium partners which is founded on specialization and professionalism. If approved by the Board, the Consortium Partners still have to fulfill minimum mandatory criteria on Manpower, Equipments (in the name of the company) and prove its financial capacity/working capitals as equivalent to a Category “A”(W4), firm in order to be eligible for registering as a Construction Consortium.  The Company must also be registered under companies Act of Bhutan to become effective.  

The proposal is submitted to the Board for further discussion and instructions. 

Agenda 7: M/s. Gayjur Construction Case

Tashi Peldon had faxed a complaint on M/s. Gayjur Construction for submitting false/forged documents vide letter dated 27th February 2007.  On 2nd February 2007, the proprietor M/s. Gayjur Construction personally appealed to the Hon’ble Chairman.  
Based on enquiry, the following actions were taken as conveyed vide our letter of 6th February 2007:

a. “Improvement of Kheri Helong Road”: The bank guarantee letter no. 1785 of BNB for credit facility for Nu. 5.00 million is found tampered with.  Similarly, tender documents/form of bid submitted by M/s. Gayjur Construction is signed by the engineer of the firm without any letter of authorization from the proprietor Mr. Minjur Dorji.  Given the above anomaly, you are requested to rescind the work order issued in favour of M/s. Gayjur Construction immediately.  You may like to consider either re-tendering or awarding the work to the next eligible bidder. 

b. “Construction of Road Resurfacing Work on Galakpa-Lhuntse Road – 6.50 km in stretches”:  The tender documents submitted for the above work by M/s. Gayjur Construction is found in order.  You are therefore requested to let the firm start the work based on the work order issued. 

c. Appropriate disciplinary action is being considered by the CDB for both the Firm and the Engineer concerned.
On the 7th. February 2007 though, a letter was received from the Director, Department of Revenue and Customs requesting for details of works undertaken by M/s. Gayjur Construction and documentations thereof submitted for during biddings.  These information were made available to the DRC official who personally hand carried from the CDB Secretariat.  Based on discussion with the Hon’ble Chairman, the Secretariat decided to wait for any new developments as the result of investigation by DRC.  In the meantime another letter from the Office of the Attorney General was received on the 4th May 2007 requesting the CDB to furnish any rules/laws that governed the Contractors and Construction business.  It was learnt from the letter that the case was being filed before the Court of Laws for forgery and deceptive practice.  
Months passed and nothing was heard on the matter, the CDB therefore, issued a final warning to both the contractor and his engineer vide our letter no. MoWHS/CDB-15/06-07/06 dated 6th July 2007 based on the provision of the CDB Manual.
However, on 1st August 2007 the Office of the Attorney General vide their letter No. OAG/PLD/58  addressed to the Hon’ble Secretary, Cabinet Secretariat with a copy endorsed to the CDB informed that the proprietor M/s. Gayjur Construction was sentenced to three years and one month compulsory imprisonment.  It also said that the proprietor had approached and petitioned to the Hon’ble Chief Justice for compounding of his imprisonment sentence. 
Before the Secretariat learnt of any new development, a faxed copy of yet another complain was received from Tashi Peldon (believed not real name),  a copy of which is appended herewith. 

The matter is therefore put up to the Board for further deliberation.

Agenda 8: Retaining registration certificate of M/s. Cee Dee Construction Firm
The Secretariat received a letter from the Proprietor of M/s Cee Dee Construction, Thimphu requesting to retain his firm’s CDB registration certificate as it is or renewal of the same be considered after 2008 as special case based on the following (copy of letter attached) for kind perusal):
· Due to the personal house construction, he is unable to participate in any Departmental/Private Contract tenders. His personal project might take till the end of December, 2008.

The request made by the above firm is submitted to the Board for deliberation. 
Agenda 9: Revision of CDB Manual (Draft for approval):

The CDB Manual was last reviewed and revised in March 2001.  It was approved by the CCM/Lhengel Zhungtshog vide letter No. COM/02/00/204 dated 13th March 2004.  Over the period of nearly seven years the Bhutanese construction industry has indeed advanced considerably and thus there is the need to revise and update the manual to take into account the numerous decisions that the Board has made over the years.  With rapid changing construction industry, numerous changes necessarily took place between 2001 till now almost making the manual 2001 redundant. Despite the government’s positive intentions, many of the initiatives of CDB were subject to interpretation mainly because the earlier manual lacked clarity on the explicit roles, functions & authority of the Board.

CDB Manual 2007 therefore is yet another attempt to clearly define the roles, responsibilities and authorities of CDB that would be acceptable and truly represent the bigger operating paradigm of CDB in the changing environment of the construction industry of Bhutan.

In this exercise attempt has been made to segregate the Registration Part in the form of (i) Registration Manual & more functional aspects in the form of  (ii)  CDB Manual 2007 thus there are two volumes. 

It is envisaged that the CDB Manual 2007 & Registration Manual 2007 will give a clearer direction both to the Board and the CDB Secretariat to enable it to carry out its functions of promoting and regulating the nascent construction industry.
The task to compile and update the Manual was given to local consultancy firm.  The Manual once endorsed by the Board shall be put up to the Government for approval.     
Agenda 10:   Any other Points
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