Minutes of 38th Meeting of Construction Development Board (Final)

Date
: 26th March 2004. 2003
Time
: 11.00 AM
Venue: MoW&HS Conference Hall

Board Members present:

1. Lyonpo Kinzang Dorji, Hon’ble Chairman

2. Dasho Tshering Dorji, Secretary, MW&HS

3. Dasho Ugen Tsechup Dorji, President, CAB

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

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

6. Mr. Phuntsho Wangdi, Director, DOR

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

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

9. Mr. Wangdi Gyaltshen, CDB Board, Member Secretary.

Board Members absent:
1. Dasho Karma Dorji, Secretary, MT&I

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

Observers:

1. Mr. Game Tshering, General Secretary, CAB

2. Mr. P.D Wangdi, Head, Business Development Section (BDS), CDB

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

Welcome address:

The Hon’ble Chairman, Lyonpo Kinzang Dorji, Minister, Ministry of Works & Human Settlement welcomed the Board Members of Construction Development Board (CDB), in particular the new Board Members, to the much awaited 38th CDB Board Meeting. He expressed his appreciation to the Board Members for making themselves available to participate in the meeting, despite their busy schedule.  He also conveyed the regrets of the two Board Members viz., Dasho Karma Dorji, Secretary of MT&I and Mr. Pema Wangda, Director of DEL who could not make it to the Board Meeting due to some unavoidable circumstances. The chairman, among others, appraised the meeting on the following:

a. Reconstitution of CDB members:

The Hon’ble Chairman informed that the CDB Board was reconstituted as per the decisions of the 37th and 38th Board Meeting and subsequent approval of the Royal Government.  Given the importance of the role that the Board ought to play in the overall development of construction industry, the CCM appointed Zhaptog Lyonpo, Ministry of Works and Human Settlement as the Chairman of the Board, he said.  The Hon’ble Chairman further explained that one of the reasons for reconstitution was due to too many Members in the previous Board which in most instances impeded smooth functioning of the Board business.  He hoped that downsizing of Board Members to eleven numbers comprising mostly of professionals would be more effective and enable convening Board Meetings more frequently to address issues that the construction industry is confronted with today. 
b. Objectives and Roles of CDB:

The Hon’ble Chairman highlighted briefly the objectives and roles of the CDB.  He explained that bridging between the private and the government agencies,   supporting the contractors by way of carrying out transparent registration and categorization system, performance monitoring of contractors, supporting the more prospective contractors while penalizing those not complying as per CDB Manual, assisting the private sector within the construction industry to implement fair competition and last but not the least, capacity development of construction Industry players are some of the more important roles and objectives of the CDB.  The Hon’ble Chairman reiterated that responsibility entrusted to the CDB is very important and solicited full cooperation and support to achieve the above.

c. Strengthening of CDB Secretariat 

The Hon’ble Chairman appraised that the CDB Secretariat was now relatively strengthened with the appointment of new Board Secretary and two senior engineers.  With additional engineers, who are expected to join in the near future based on the new staffing pattern proposed to the RCSC, he hoped that the CDB would be able to implement more effectively as per the CDB Manual.  Non-compliance by the contractors with regard to maintaining the minimum requirement of resources (key personnel) and lack of permanent establishment etc. had remained as persistent problem among the contractors, the Hon’ble Chairman informed. 

d)  Role of Construction Industries in GDP:

The Chairman informed that the Construction Industry is one of the fastest growing sectors, contributing around 17% (2003) to the GDP compared to only 7% in 1971.  While commending the sector’s achievement and its contribution to the economy of our country, he cautioned that there was no room to be complacent given the responsibility, which is major, that CDB ought to shoulder.  He emphasized the importance of the Government and Private Sector working hand in hand if the benefit is to accrue to all.   

e) Issues raised by CAB

On concerns raised by the CAB, the Hon’ble Chairman appraised that the CAB had submitted a number of issues confronting the construction industry soon after his taking over the new Ministry (MoWHS).  However, in the absence of the Board Secretary, he said, the submissions were kept pending for discussion in the Board Meeting, as proposed by the CDB Secretariat. While regretting for any inconvenience as a result of delay in communicating any decision, he expressed his gratitude to the President of Construction Association of Bhutan for his understanding and bearing with the Ministry.   

In conclusion, the chairman wished that 38th board meeting would go a long in resolving the pending issues and in leading the construction industry along the right path.  Before declaring the meeting open he urged the Board Members to keep in mind the welfare of contractors and general public during the deliberations.  

With these remarks, the Chairman invited the attention of the Board members to the agenda papers circulated by the Secretary, CDB.
1. Adoption of agenda:
The agenda proposed by the Secretariat was adopted without any change.

2. Follow up on the Minutes of 37th Construction Development Board Meeting: 

The Secretary, CDB presented a report on the action taken on the decisions of 37th Board Meeting.  The salient features are as follows: 

a) Re-constitution of CDB:

The membership of the Construction Development Board had been reconstituted and now comprised of eleven members.


b) Application put up by M/s Lhojong Construction for Registration in W4 – Power & Telecommunication works.


Decision of 37th Board Meeting for direct entry into Class ‘C’ instead of ‘A’/’B’ as requested by the Lhojong Construction Company was reported as conveyed and that no further action was required.

 c) Applications for Upgradation Cases.

The Upgradation cases which were largely brought forward from 36th Board Meeting were to be presented again during the 38th Board Meting under a separate agenda item.

d) Any other points:

· Strengthening of CDB

It was reported that the following actions were taken towards strengthening CDB:
1. New CDB Secretary appointed.

2. Two engineers posted, for heading the Business development Section and Technology & Human Resource development Section.

3. Proposal for revised staffing pattern submitted to RCSC.

4. A Pool Vehicle was allotted by the Government.

· Contract Agreement

The Secretary informed that these issues would be further discussed under a separate agenda item.
· Bid Evaluation

The Board was appraised that a circular “Guidelines for Evaluation of Bids for Civil Works” had been circulated to take care of the concerns.
· Arbitration

On Board Secretary’s submission about the unsuccessful trial arbitration by the sub-committee between the FDCL and M/s. Rinson, the Secretary, MW&HS informed the meeting that the dispute was resolved mutually.

Mr. Shacha Rinchen submitted that Arbitrators’ decision has to be final and binding because technical aspects are not adequately covered in the court of law.  

· Incorporation

The Board Secretary reported that CDB was trying to contact the concerned official in the Ministry of Trade and Industry (who is reportedly out of station) to update and reconcile the CDB records on the incorporated construction companies’ status following issuance of defunct companies list by MTI.

On concerns expressed over growing numbers of Classes A & B contractors and the need for a joint field verification to assess the minimum requirement of resources of Classes A & B contractors, the Hon’ble Chairman solicited support from all Sectors so as to promote the prospective contractors and in turn the construction industry.
3. Up-gradation case of Contractors:

The board, after exhaustive deliberation, decided that the upgradation cases of contractors submitted to CDB be kept pending till the proposed revision of criteria is finalized.  In this context, the Board felt that the present criteria in CDB Manual was old and needed review and revision to take into account the changes that has taken over time such as re-constitution of Board, transparent Registration system, criteria for renewal and upgradation aspects in light of ceilings developed many years ago in addition to numerous amendments made in the Manual.  The field verification proposed was therefore deferred till completion of CDB Manual revision.

The board decided that the following Members form a sub-committee to review and revise, where necessary, and submit the proposal during the 39th CDB Board Meeting:

a. Mr. Phuntsho Wangdi, Director, Dept. of Roads

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

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

d. Mr. Wangdi Gyaltshen, Board Secretary, CDB

e. Mr. Game Tshering, General Secretary, CAB.

4. Proposal/Issues of Construction Association of Bhutan (CAB):

a) Contract Agreements to be made uniform and standardized

It was decided that the CDB/MoWHS would explore the possibility of developing a uniform contract agreements for Classes A, B, & C and simplify the contract agreement for class D.

b) Constituting impartial clauses in the contract agreement governing interest of both parties.

The meeting agreed there was some ambiguity in the following areas:
· Payment system – when does the one month time begin?)

· Work awarded and revoked,

· Penalty and reward.
The Board after prolonged discussion agreed that there is the need to spell the above clearly contract agreement while also making it explicit in the Financial/Procurement Manual.  Mr. Kapil Sharma, Board Member from the Ministry of Finance, who reported that the Manual was being revised, was asked to include the above aspects so as to address the these issues.   
c) Institution of Arbitration Committee at National Level.

It was decided that that the Hon’ble Chairman would take up the matter with the government with regard to formation of a National Level Arbitration Committee and its legal status in resolving disputes.  

d) Consideration of CAB’s representative in all MLTC as observer

The Board decided that CAB representative like any intending bidder may participate during the opening of tender as observer but not in the evaluation committee and tender award meetings.

e) Formation of National Construction Company for Hydro Power Project Works

The Hon’ble Chairman informed that he had appraised the Council of Ministers about the above submission made by Construction Association of Bhutan.

f) Reconstitution of CDB Board.  

CDB Board reconstituted – no discussion followed.

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

It was agreed that the Standardization & Quality Control Authority (SQCA) would be asked to look into this matter.

h) Sub-contracting to Local Contractors

The request for sub-contracting upto a maximum of 25% of contract value, excluding specialized works, to Classes C and D contractors was discussed at length.  Although this issue was not within the purview of the CDB, the MoWHS will take this issue up with MoF during the revision of the Procurement Manual.

5. Monitoring of Class A and B Contractors

After long deliberation, the meeting decided that the field verification of Class A and B Contractors jointly with the Construction Association of Bhutan (CAB) would be under taken after revision of the CDB Manual only. The verification among others would include checking contractors’ establishments especially the registered office space, equipment and permanent staff and other resources corresponding to their class.  These as endorsed by the CCM as well (conveyed vide letter No. COM/02/00/204 dated March 13, 2000) is very necessary to ensure job security of employees and check seriousness of contractors’ in the construction industry. 

6. Registration 

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

The meeting decided that Classification of those contractors’ not fulfilling the criteria for renewal of their CDB Certificate to current Classification/Categorization should be downgraded or deregistered in any category heading.   

b) Late renewal of CDB Certificate

It was agreed that contractors’ who fulfill the criteria but fail to renew their CDB Certificate on time can renew on payment of Nu. 100 per day up to one month, after expiry of Certificate.   Failure to renew Certificate beyond one month after expiry will not be renewed and instead deregistered.  

The above are to come into effect after announcement in Kuensel.  
With regard to old cases of (a) and (b) above, although no penalty was levied until now it was agreed that penalty should be imposed on the old cases before they are regularized.  Concerns were also expressed over growing numbers of inactive contractors and the urgent need to update CDB’s records of active contractors.  This would enable portraying the true image of the contractors in the construction industry. 
c) Renewal of CDB Certificate:

It was agreed that CDB certificate would henceforth be renewed on calendar year basis.  The validity of certificate issued from April – December 2004 will be up to December 2005.
7. Any other points:

a) Sitting Fees:

Based on the submission by the Board Secretary, the Hon’ble Minister, Ministry of Works & Human Settlement (MW&HS) kindly consented to take this issue with the government.  The meeting supported this proposal in the larger interest of the construction industry.

b) Fronting of CDB certificate:

The CDB will initiate measures to curb the fronting of CDB Certificate by a) frequent inspections to the worksites, b) verification of the relevant documents including the financial transactions and, c) information from suppliers.  The Board realized this task was going to be rather difficult but strongly felt that a start has to be made by initially intimidating through warnings, indirect pressure, frequent site visits etc.  

c) Issues submitted by the Mr. Shacha  Representative Class A & B Contractors:

Mr. Shacha, Representative Class A & B Contractors, submitted the following: 

· that the Ministry should look into the proposal of  i) Package Deal and ii) Conditional Bids as proposed;

· that the CDB Secretariat should review the matter with regard to registration of consultants related to construction works and submit its proposal during the next Board meeting;

· that CDB should write to Road Safety & Transport Authority (RSTA) in connection with the use and transportation 10 Wheeler Truck used for construction works.

d) 39th CDB Board Meeting:

It was unanimously decided agreed that the 39th Board Meeting would be convened around third week of June 2004.

Conclusion:

The Hon’ble Chairman thanked all the CDB Board Members who despite their busy schedule could make it to attend the 38th CDB Board Meeting. The Chairman expressed his appreciation for very frank, lively and fruitful discussion that ensued in an almost day long meeting. In his concluding remarks the Hon’ble Chairman urged the members to continue providing support the Board and development of Construction Industry at large.
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