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Agenda for the 50th Meeting of Construction Development Board 


 Agenda for 50th Meeting of Construction Development Board (CDBM-50)

Date

: 5th  Jan 2009
Time

: 10.00 am

Venue

: MoW&HS Conference Hall

Agenda 1:
Adoption of agenda

Agenda 2: 
Approval of the Minutes of the 49th CDB Meeting

Agenda 3:      Follow up actions taken on the decisions of 49th Board Meeting
Agenda 4:
Specialization of Construction
Agenda 5: 
Submission’s from CAB
Agenda 6: 
Any other Points
Agenda 1:
Adoption of Agenda

Agenda 2:
Endorsement of the Minutes of the 49th CDB Meeting 

Agenda 3:
Follow up Actions taken by the Secretariat on the 49th Board Meeting

A. Action on Ms. Andu Builders and Ms. S.T Construction : Construction of Mendrelgang Secondary School at Tsirang Dzongkhag
The 49th Meeting of the Board reviewed the allegation against Ms. Andu Builders for (i) Suspending the works and (ii) Sub-contracting the works to Ms. S.T Construction  – “Construction of Mendrelgang Secondary School at Tsirang Dzongkhag” based on the Investigation Report of the ACC and Dzongkhag’s letter No. TD/ENGG/EDN-01/2007-2008/280 dated 18th December 2007.
After exhaustive deliberations, the Board resolved the followings: 
· CDB registration of Ms. Andu Builders be suspended for a period of 12 months 
· CDB Registration of Ms. S.T Construction be suspended for a period of 9 months

However, the Board also decided that in order not to interrupt the ongoing works, which otherwise would adversely affect the Government’s planned activities, the above firms would be allowed to complete the ongoing works.
Accordingly, the Secretariat notified in the media vide the letter No # MoWHS/CDB-4(a)/2008-2009/123 dated 5th September 2008 stating as follows:
	Sl. No
	Name of Firm
	CDB #
	Months
	Offence Committed

	1
	M/s. Andu Builders
	3244
	(12months)

w.e.f. 5th Sept. 2008 – 4th Sept. 2009
	Non-compliance of CDB Rules/norms in connection with “Construction of Mendrelgang Secondary School, Tsirang Dzongkhag”.

	2
	M/s S.T. Construction
	2073
	(9months) w.e.f. 5th Sept. 2008 – 4th June 2009
	Non-compliance of CDB Rules/norms in connection with “Construction of Mendrelgang Secondary School, Tsirang Dzongkhag”.


B. ACC’s findings on M/s. Nima Construction, Thimphu 

On 16th January, 2008, a complaint was made to ACC against M/s Nima Construction that the contract works awarded was done contrary to the CDB rule which restricts the number of contract works in hand to five for class “A” contractors.  ACC on investigation found out that three additional works was awarded to M/s Nima construction on top of the five contracts.  These were:

1. Providing and installation of Medical Gasses system in JDWNRH at Thimphu

2. Pavement strengthening of Gelephu-Trongsa Highway 

3. Construction of Access Raod and Bridge to Daga Chu Hydro Power Project

As per ACC report, the firm had eight works in hand as of February 2008.  The report further says that the firm bagged these works through deceptive means by not giving correct information on the number of contract works in hand.  
Following exhaustive discussion on the subject the Board during its 49th Meeting decided as follows:

1. To wait for the Court’s verdict on the case between DUDES and M/s. Yarkay Construction on ‘Supreme Court’  since it was related directly or indirectly to that of M/s. Nima Construction Case;

2. The Secretary, MoWHS to check the authenticity of issuance of work completion certificates issued by the engineers / the procuring agencies to M/s. Nima Construction. 
However, the court’s verdict on serial no. 1 is still awaited and for serial no. 2 as instructed by the Hon’ble Secretary, MoWHS the Secretariat issued letter’s to Ministry of Health, Department of Roads, MoLHR and Department of Urban Development and Engineering Services to check the authenticity of the issuance of work completion certificates to Ms. Nima Construction vide the letter no .MoWHS/CDB/4/2008-2009/349          

dated 9th September 2008.The Departments and Ministries had confirmed that the certificates issued to Ms. Nima Construction during that period were authentic.
C. ACC’s findings on M/s. Phuyel Construction, Samchi 

Anti Corruptions has directed to take action against M/s Phuyel Construction with regard to evasion of liquidated damages by tampering the documents in construction of Head Teachers Quarter at Gomtu Middle Secondary School, Samtse vide letter no. ACC/ID/Case/12/2008/4558 dated 24th July 2008.
The Board in its 49th meeting resolved that:

1. CDB registration of M/s. Phuyel Construction to be suspended for a period 12 months;
2. With regard to Mr. Chandra Prasad Phuyul, proprietor of M/s Phuyel Construction possessing five contract licenses in the name of his family members, the Board agreed that every individual has the fundamental right to own a license.  However when it came to using these licenses the responsibility to ensure that it was not misused rested with the procuring agencies concerned through strict monitoring.  It reiterated the need for procuring agency to ensure that works awarded are carried out only by the license holder.
Accordingly, the Secretariat notified in the media vide the letter No #  MoWHS/CDB-4(a)/2008-2009/123 dated 5th September 2008 stating as follows:

	Sl. No
	Name of Firm
	CDB #
	Months
	Offence Committed

	1
	M/s. Phuyel Construction
	1738
	(12months)

5th Sept. 2008 – 4th Sept. 2009
	Misrepresentation of facts in connection with “Construction of Head Teachers Quarter at Gomtu Middle Secondary School, Samchi”.


D. Registration of Class D Contractors
Due to the heavy influx of new class D registration, CDB had its concern that out right registration into construction business without any knowledge of the various requirements in terms of bidding process, CDB norms, construction methods/management such as mix ratios, etc. is unprofessional and add to the growing concerns of the CDB particularly in the qualitative growth of the industry. A proposal of an induction course to be made mandatory for those aspiring to join construction business where it, not only build their capacity and ensure better quality constructions, but also discourage the casual contractors.  

The Board supported the proposal of the mandatory induction course in principle but decided that Secretariat come up with a proposal in consultation with relevant agencies such as SQCA and MoLHR.   
Accordingly, the Secretariat coordinated with SQCA, SPBD and MoLHR on the induction training course to the Petty Class Contractors where the agencies agreed in helping the Secretariat in terms of human resources (as resource persons) and other resources (using of the lab facilities, the VTI Institutes as training halls). The training will be on basic contract skills such as cement mixes, construction of drains, curing etc. The proposal is attached as Annexure 1.
However, if the proposal is approved by the board, the Secretariat needs to work on the budget as there is no budget provision of such training.
E. Review of Circular on Joint Venture(JV)
The J.V Circular issued in October 2007 by the board to a large extent was responsible for the recent problems that emerged in the construction industry. Although the circular was put in place in the overall interest of the industry there had been difficulties in the implementation (issuing of provisional completions certificates by the engineers).  The Circular was reviewed with lot of discussions by the board members.

Upon review and exhaustive discussion of the JV Circular, the Board decided that sl. No. 6 and 7 of the circular (reproduced below) be removed and accordingly notify all those concerned of the amendment in light of the difficulties faced by agencies concerned and contractors alike in the process of it implementation.
6. A firm/contractor that has one of its ongoing projects completed up to 90% can participate in tendering for new work beyond the maximum allowable number of works it is permitted to undertake simultaneously.  In such a case, supporting documents such as payment certificates, letter from procuring agencies etc. should be submitted along with the bidding document to prove completion of 90% or more.  
7. Award of work under circumstances such as above require that the balance 10% work is completed satisfactorily prior to new award.  This is to ensure that contractors do not execute work simultaneously beyond the prescribed ceiling at any given point of time.

However, the Secretariat upon discussion with the Ministry’s Legal Officer, it is understood that amending the circular already issued at this point of time as decided during its 49th Board Meeting would have bearing/ implications on the on-going court case between the Ministry and the Contractor. The said case on “Supreme Court tender” is learnt largely due to the implementation of the circular of 4th October 2008. 
In view of the above fact and based on the advice of the Legal Officer, it is proposed to hold back the issuance of the amended circular for the time being till the case is resolved which the Secretariat informed the Hon’ble Chairman vide the note sheet no. MoWHS/CDB-04/08-2009/321 dated 28th October 2008.
F. MOLHR’s request for CDB Registration

There was a request from MoLHR vide the letter No. MoLHR/Misc/08-09/2058 dated 18th September for the issuance of CDB Certificate in favour of Construction Service Centre (CSC) to enable the Centre to equally compete with other contractors and thereby enable VTI graduates gain necessary experience under the guidance of the experienced supervisors of the centre.

Following discussion on the request, it was decided to request MoLHR to submit a detailed proposal, amongst others, with clear statement of objectives, modalities etc. so as to enable the board to review the matter and give an appropriate decision. 
Accordingly, the Secretariat submitted a note sheet to the Hon’ble Chairman vide the letter No. MoWHS/CDB-4(a)/08-09/186 dated 29th September 2008 where the Hon’ble Chairman accorded kind approval for the issuance of CDB Registration to the Construction Service Centre (CSC), MoLHR. This was approved to enable CSC participating in tendering of works and hereby help the trainees gain experience in the construction field before they enter the job market based on the following conditions:

· The objective of CSC is not to adversely affect the private sector development but to train and give hands-on experience to the group trainees.

· The unit/CSC should be fully self financing and not dependent upon the government budget.

· The trainees should, after gaining experience, graduate from the CSC/unit and join government or private construction organizations.

· No special considerations to be made when awarding contracts.

Further, the Secretariat sent a letter to the Hon’ble Secretary of the MoLHR vide the letter No. MoWHS/CDB-46/2008-2009/199 dated 17th October 2008 to instruct the dealing officer to contact the Secretariat to discuss further details with regard to “class” and “categories” of registration before proceeding with the issuance of CDB Certificate which is still due till date.

G. Sitting Fees for Board Members

The request for a nominal sitting fee for the CDB Members was put up to the government in the past but was not accorded approval.  The Secretariat appraised Board members the difficulties faced in connection with quorum and how scheduled meetings of the Board, in the past, had to be postponed on several occasions.  Proposing a meager fee of Nu. 3000 per member, CDB Secretariat submitted that it generates adequate funds through new-registration, re-registration, up-gradation and penalty fees from the contractors.  
The Board decided that request for approval of a nominal sitting fee of Nu. 3000 per member would be pursued with government one more time.  

Accordingly, the Secretariat submitted a note sheet addressed to the Hon’ble Chairman vide the letter no. MoWHS/CDB/4/trg/2008-2009/     dated 20/11/2008 which the Chairman informed, that this matter will be taken up with the Government for approval.
H. Up-gradation Cases

In line with the decisions of the 44th meeting, the following construction firms have been upgraded during the period 13/08/2008 and 05/12/2008.  The decision to upgrade, based on the approval of the Chairman, was inorder to facilitate the more thriving contractors’ timely up-gradation.  The following firms have been upgraded upon fulfilling the requirements for up-gradation on Financial Capacity, Human Resources, Equipments, Track Records and Office Establishment, since the last submission:

1. M/s. Akasha Construction


Class D--C (Category – W1, W3,W4))

2. M/s. Dorji Construction


Class D-C (Category – W1)

3. M/s. Penjor Construction


Class D-C (Category - W1 & W3)

4. M/s. Yudruk Construction

 
Class D-C (Category – W1 & W3)

5. M/s. Rigsum Gonpa Construction
Class D-C (Category - W1 & W3)

6. M/s. Gaki Pelbar Construction

Class D-C (Category - W3)

7. M/s. C.T Construction


Class D-C (Category - W1)

8. M/s. Tshering Tobgyel Construction
Class D-C (Category - W1, W3 & W4)

9. M/s. Dungsam Engineerings

Class D-C (Category – W1 & W3)

10.  M/s. Druk Kunzang Construction
Class D-C (Category - W1, W3 & W4)

Agenda 4:
Specialization in Construction
The proposal and write up is attached as Annexure II and is submitted to the Board for

further deliberations.
Agenda 5:
Submission’s from CAB

The General Secretary of Construction Association of Bhutan (CAB) sent the submissions
dated 1st Dec 2008 via e-mail which is enclosed as Annexure III to be put to the Board for

further deliberations.
Agenda 6:
Any Other Points
Annexure II:
Specialization in Construction:

The present system of registration is aimed at generalization because of the fact that the CI is at nascent stage dealing mostly with small works with primitive technology. The contractors are mostly managing all kinds of work without specialization as there was no demand for specialization.

However, due to rapid economic development the construction scenario has substantially changed with introduction of more sophisticated designs to meet the modern requirement. New technologies and materials are constantly being introduced. Lack of technology know-how and skill has led to poor quality in construction and delays. In the other hand, there is increasing unemployment problem and the private sector is yet unable to attract job seekers mainly due to poor incentives and job security. The employment by contractors mainly depends upon the job (work) they get. 

It is now felt that change should be brought in the construction industry to solve some of these problems. Specialization may now be appropriate to improve quality and employment of Bhutanese workers.

Objective:

As the construction industry is expanding rapidly and the introduction of new materials and technology essentially require skilled hands to optimize the investment. Some of the benefits anticipated from specialization are:

1. Improved quality: Since the specialized workers will repeatedly work in their own field despite of present system of Jack of all trades, it will definitely improve the quality (of works). The registration of (specialized contractors) will ensure better quality as poor quality and performance would lead them out of business in the (Construction Industry). It is also easier to fix responsibilities as they are certified workers and will enter into a market of competition which will improve quality and be more cost effective.

2. Employment opportunities: The specialization will increase employment of Bhutanese workers especially VTI graduates and other certified workers. There is greater possibilities of them getting the job as they will be participating in the bid as sub contractors where they will also get the price that they expect as otherwise in the present system it is felt that these workers are more expansive and less skilled. This will enable a good Bhutanese workforce which will gradually decrease dependency on imported workers.

3. Improved implementation: The construction industry will reshape by change of management system with improved implementation as the works will be carried out by professional workers. The efficiency will increase and implementation will be faster and better.

4. Wastage reduction: Wastage is a considerable factor that contributes cost to the project. Since the work will be divided in specialized groups they will be responsible for effective utilization of materials and labour. There will be more attention to each group of work as they have to prove their efficiency and effectiveness.

To begin with some of the areas for specialization are listed below:

	Civil Engineering Construction [CE]
	 1. Road and Pavement Construction
	Construction of road and road maintenance, pavement, bus bays, open car park and related works such as curbs and footways.

	 
	2. Bridge Construction
	Construction of concrete, masonry, timber or steel Bridges.

	  
	3. Water Retaining Structures
	Construction of water retaining structure such as dams, reservoirs, aqueducts, treatment plants, etc. and pipe laying works.

	 
	4. Tunneling and Underpinning
	Tunneling and underpinning works.

	 
	5. Reinforcement work
	Reinforcement of structures (cutting, bending, binding 

	 
	6. Landscaping
	Provision of landscaping services including tree planting and turfing

	 
	7. Sewerage & water pipe line Works
	Sewerage works and systems, Installation, maintenance and repair of water pipe lines.

	 
	8. General Civil Engineering Works
	General civil engineering works, including earthworks, subsoil drainage, walls etc.

	Building Construction  
	8. Prefabrication & Scaffolding
	Construction of buildings and industrial plant using prefabricated components and systems. Hiring out scaffoldings and carrying out scaffolding works

	
	9. Structural and ornamental steel work. 
	Construction of structural steel works, steel roof, grills, shutters, gates, cutting, bending, binding and laying of reinforcing bars,

	
	10. Interior Decoration
	Interior design, planning and the decoration of buildings. This includes ceiling panels, partitions, built-in fitments, raised floor works.

	
	11. Plumbing
	Installation, repairs and servicing of water pipes, sanitary works, plumbing fixtures and mains.

	
	12. Electrification
	Wirings, fittings, conduits, panels, switch gears, small substations, solar lighting etc.

	
	13. Finishing works
	Tile laying, POP, painting, marble and granite works, plastering, wood work, insulation and acoustic works etc.

	
	14. Painting
	Traditional painting, Enamel, epoxy, distemper, wall paper, polishing etc.

	Mechanical And Electrical (ME)
	15. Heating, Air-conditioning and Ventilation System, lifts
	Installation, commissioning, maintenance and repairs of air-conditioning, refrigeration, cold rooms, ventilation systems, fire protections and lifts. 

	
	16. Building Automation System
	Building automation, industrial and process control systems. Include installation and maintenance of micro-processors or computer based building control systems and industrial process control systems, Installation of network system, PABX etc.

	
	17. House wiring

 
	House wiring and electrification, General wiring and control system wiring works not exceeding IKV. Installation and maintenance of street lighting, stadium floodlighting traffic lighting, airfield lighting, high mast lighting installation, laser system, stage lighting, special effect lighting,  platform lighting, petro-chemical plant lighting, gas processing plant lighting, oil refinery plant lighting, compute and telephone networking etc.


Although, it is getting time for specialized services there could be still problems in some of the fields such as interior decoration, HVAC, prefabrication building components etc. due to smaller volume of work (which) the private sector may not be attracted. However, for other fields the opportunities seems to be attractive and also the Ministry of Labour and Human resource has started vocational training where the graduates are fit to take up these specialized works. If specialization has to succeed to improve quality and provide employment to the VTI graduates and other experienced people, then a policy decision needs to be taken so that the procuring agencies follow these systems and slowly the contractors and sub contractors build capacity in these areas of specialization. Some of the recommendations are:

1. Sub contracting of specialized works: Although the bidding document has a general provision for sub contracting, hardly any procuring agencies follow and do sub contracting. This is mainly due to the fact that the sub contractors are not yet specialized and registered. The specialization should be for different trades of work where there will be a main contractor and under him the specialized sub contractor will work for example painting, steel work, carpentry, finishing, masonry, supply of labour etc. During the bidding stage itself, the bid document should state such requirement and the main contractor should prepare the bid taking into account of the rates of the subcontractors. The subcontractors usually do not feel secure to work under the main contractors. Therefore they need to be supported and they should have binding agreements with the main contractors.

2. Registration: The subcontractors should be registered with CDB and they should have a valid certificate to bid for the works. Since such registration system is not there, it should be developed by CDB keeping it simple and they should be able to meet the criteria.

3. Certification: The subcontractors and their works should be VTI certified. This proposal can worked together with the Ministry of Labour and Human Resources as more and more trainees are graduating, it will enable them to be employed in the construction industry.

4. Expansion of specialization: As the need grows, the specialization should be expanded further with addition of new specialized works. At present since this venture is new it may be worth beginning with less specialization. Some  of the recommended trades are:

	Sl. No.
	Field of Specialization
	Remarks

	1
	Sanitary and plumbing
	

	2
	Carpentry
	

	3
	Painting (traditional and general)
	

	4
	Shuttering and Reinforcement works
	

	5
	Stone masonry and brick laying
	

	6
	Tiling, marble, granite works
	

	7
	Finishings – plastering, POP, cement flooring
	

	8
	Electrification
	


While developing the criteria, the occupational profile of Ministry of labour may be considered. The registered subcontractor will have team of certified people who will bid specialized works with the main contractor. Provisions may be kept to bid petty works directly with the client.

Annexure III: Submissions from CAB
I. Single Work: A Restriction for Petty Contractors

Currently, as per the contractor’s classification system of CDB, petty contractors can participate in the bidding process up to a maximum of Nu. 1.5 million and cannot participate in more than one work even if two or more work adds to less than 1.5 million.

The limitation of more than one work has been found to be restrictive and dissuades professionalism as some serious contractors have to wait for the next bid until the completion of the project in hand. For instance an upcoming contractor looses a project worth Nu.1 million because he has a 2 lakh project at hand. 

Therefore, it is proposed that the petty contractors may be allowed to take up any number of works as long as they do not cross their 1.5 million and also will contribute in the construction competition, growth and professionalism.

II. Administrative Procedure-Security Clearance vs Dzongdag’s Endorsement
The current procedure for application of a construction license requires a production of Security Clearance Certificate and an endorsement letter from Dzongdag.  Since, Security Clearance itself covers the purpose or certification and endorsement, it is felt that the endorsement letter from Dasho Dzongdag is not very pertinent and if it can be removed from the license application process.  

III. Bank Loan and working Capital

In the construction industry, about 15% of the contractors may be well established with adequate resources for loan guarantee. However, many of them today face the constraints of working capital as they are liable for 10% performance security, 10% of mobilization advance retained for work mitigation, 2% …… And when the bill payment for the finished job is delayed by 2-3 months for varied reasons, the contractor faces acute shortage of fund to execute the next phase of the project. This results into project delays and quality compromises.

Therefore, it is submitted that if the Construction Development Board can facilitate on developing an understanding with the Bank to loan 20-30% of the project value to the contractor after verifying the work order. The Client shall make contactor’s payment by routing it through the banks and thereby recovering its loan.   

This institutional arrangement shall be a big encouragement for the contractors and it shall also promote the efficiency of the construction industry. 
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