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Minutes for the 46th Meeting of Construction Development Board 


Minutes for 46th Meeting of Construction Development Board (CDBM-46)

Date

: 8th May 2007 

Time

: 9.30 am
Venue
: 
: MoW&HS Conference Hall

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

2. Dasho Tshering Dorji, Secretary, MoWHS

3. Mr. Pema Wangda, Director, Department of Labour

4. Mr. Phuntsho Wangdi, Director, DOR, MoWHS

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

6. Mr. Basant Raj Chhettri, Chief Engineer, SPBD

7. Mr. Sonam Wangdi, Representative Class A and B Contractor

8. Mr. Karma Jattu, Representative Class C and D Contractor

9. Mr. Wangdi Gyaltshen, ED, CDB

Board Members Absent:

1. Dasho Karma Dorji, Secretary, MTI

2. Dasho Ugyen Tshechup Dorji, President, CAB

Observers:

1. Mr. D.C Dhimal, Ex. Engineer, CDB

2. Mr. Tshering Yongten, Dy. Ex. Engineer, CDB

3. Mr. Tashi Tshering, Engineer, CDB

4. Mr. Kumar Sharma, Engineer, CDB

5. Ms. Dawa Zangmo, Dy. Ex. Engineer, CDB

Welcome Address:

The Hon’ble Chairman, Lyonpo Kinzang Dorji, Ministry of Works and Human settlement welcomed the Board Members to the 46th Board Meeting and extended his apology for having to postpone the meeting which was originally scheduled on 22nd March 2007. Lyonpo also welcomed the new members to the Board, Mr. Sonam Wangdi and Mr. Karma Jattu, Representatives from Class A – B and C - D Contractors respectively as new members while also extending appreciation to the outgoing members Mr. Shacha Rinchen Dorji and Mr. Rinchen Daba (Representatives from Class A – B and C - D for their effort and contributions made to the Board for the past three years.    As submitted by the Secretariat, Lyonpo informed that Dasho Ugyen Tshechup Dorji and Dasho Karma Dorji had not been able to make it to the meeting due to some urgent domestic problems.    
The Hon’ble Chairman then instructed the Executive Director, CDB to take the board members through the Agenda circulated by the Secretariat. Executive Director, CDB presented the agenda to the board members and he explicitly informed the actions taken by the Secretariat as per the decisions of the 45th Board Meeting.
Agenda 1: Adoption of Agenda

Executive Director, CDB submitted the agenda for the 46th Board Meeting which was endorsed and accepted by the Board Members without any changes.
Agenda 2: Follow Up actions taken by CDB Secretariat on the decisions of the 45th Board Meeting 

The Executive Director reported the following with regard to follow-up actions taken up by the 
Secretariat:

i. Revalidation of CDB Registration
a) Contractors must apply for renewal of his/her Certificate of Registration within thirty days before expiry date with complete documents – Complied
b) Those that apply within January shall be given a grace period of one month.  No fine shall be levied - Complied  

c) Failure to apply for renewal after expiry of one month of grace period or applying for renewal from 1st February shall be liable for payment of late renewal fees of Nu. 100 per day for Classes A, B and C - Complied  

d) Class D would also pay a fine of Nu. 100 per day.  However, the maximum period that a Class D firm is liable for fine shall be limited to one month - Complied  

e) Failure to apply for renewal of CDB Registration within one year after expiry shall be deregistered unless justified otherwise- Complied  

f) Provisional Certificates shall not be issued henceforth by the Secretariat - Complied  
ii. Assessment of performance for up-gradation

a) The experience and performance of contractors were of outmost importance and therefore it should be checked thoroughly before a contractor can be up-graded to a higher class – to be complied upon approval of the proposed criteria
b) A standard format for the completion certificate which is proposed in the SBD must be followed once approved by MoF – complied in SBD
c) Decision on whether or not to take private constructions for track records already exists and therefore the Secretariat must follow the same - complied
d) Contractors must submit evidences of having employed the required personnel for a minimum of six months prior to applying for up-gradation with proper supporting documents – to be complied upon approval of the proposed criteria
e) The Board instructed to re-visit the criteria for financial capabilities for up-gradation and put up during the next Board Meeting – proposal submitted in Agenda 5.

iii. Arbitrator’s Fees & Administrative Fees: 
a) Administrative fees to be borne by the party(s) seeking arbitration – complied
b) Fees for Arbitrators to be discussed once again during the NAC meeting and a proposal put up to the Board’s for review.

The matter regarding ‘fees for arbitrators’ was put up during the third National Arbitration Committee Meeting. Based on discussion, the Committee instructed the Secretariat to draw up a schedule of fees in line with the fees of TCC Town Committee. However, it was learnt that the sitting fees of TCC Committee was Nu. 5000 per person per sitting which was felt on the higher side.  Concern on this rather high sitting fee structure was also raised by Contractors in particular when the disputed amount was relatively small.  The matter shall be discussed once again in NAC.
vi. Track records for revalidation from CDB database

a) The Board endorsed the proposal of the Secretariat and instructed the Secretariat to start off revalidation using CDB data base immediately with Class A and B and for other classes to commence at an appropriate time.

Notification as reproduced below was issued.  However, not all the revalidation of Class A and B could be based on CDB data base due to lack of information from agencies and contractors.

b) Class A & B Contractors and client agencies to ensure that their track records in the CDB database is updated through submission of Bidding form and Contract Completion Reports, work award letter etc.
 As per the instructions of the Board, the following notification MoWHS/CDB-3/222 dated October 17, 2006 was published in the media:
------------------------------------------------------------------------------------------------------------------------
NOTIFICATION

This is for information of all concerned that the Construction Development Board during its 45th Board Meeting resolved that Class A and B construction firms henceforth will no longer need to submit documentations on track records along with revalidation applications.  It was decided that all such information required to assess fulfillment of criteria on track records would be checked using CDB database information.  This calls for timely submission of Bidding Reports and Contract Completion Reports by the procuring agencies concerned and submission of copies of Work Order and such other documents to prove activeness of a firm/participation in tenders by the contractors well ahead of time to enable the Secretariat to update its database.  

Therefore, all Class A and B contractors are requested to note the above change which comes into effect immediately.  They must ensure that the above reports in particular the Bidding Report Forms duly filled in are submitted by the procuring agencies soon after the work is awarded to the CDB Secretariat. In order to avoid any undue delays during revalidation of CDB certificate due in December, construction firms may also submit the reports directly to the Secretariat after obtaining such reports from the procuring agencies concerned. 

------------------------------------------------------------------------------------------------------------------
There has been some improvement in submission of reports on track records by procuring agencies.  

v. M/s. Dawa and M/s. Dendup Construction

a) The Board agreed that existing rules and regulations of the CDB should take care of the cases and therefore instructed the Secretariat to follow the same in dealing with the above pending cases. The Board instructed the Secretariat to take immediate actions in this regard.

M/s Dawa Construction could not fulfill the requirements for revalidation of class A in W1 category of works and therefore was downgraded to class B while other categories were revalidated in its existing class. 
M/s Dhendup Construction could not fulfill the requirements for revalidation of class A in W1 and W3 categories of works and therefore both categories were downgraded to class B.
6. M/s Tshongtu Construction: Chokortoe BHU case

The Board (in the absence of representative of Class C & D contractors) discussed on the matter and decided to uphold the decision already conveyed to the Dzongkhag last year. To this end the Secretariat was instructed to issue a letter to the Dzongkhag to inform of its earlier decision on the matter.

The decision was conveyed to Bumthang Dzongkhag vide letter # MoWHS/CDB-15/ty/06-07/219 dated October 18, 2006.

Others

By December 2006, CDB registration of 11 class A firms, 7 class B firms, 75 class C firms and 335 class Petty firms were revalidated in their existing class and categories. A total of 262 new contractors had also been registered in class Petty starting from the beginning of 2006 till present. 
However, during the same period, a total of 11 firms were also up-graded (Class C & D) while 11 firms were downgraded due to non-fulfillment of requirements. 
A total of 163 firms were also de-registered during 2006 since they failed to revalidate even after one year.

After a long reporting by the ED, the Hon’ble Chairman and the Board Members appreciated the Secretariat for resolving most of the issues under Agenda 2.
Agenda 3: Proposal for Up-gradation
The Executive Director submitted the proposal for the Up-gradation where eight firms have applied till date and the same shall be processed by the Secretariat following the approval of revised criteria for up-gradation. The following are the firms for up-gradation:

· Ms. Yangkhel Construction
B-A (W1 & W3)

· Ms.Jabab Construction 
B-A (W1 & W3)

· KC Construction

B-A (W1 & W3)

· Lhaki Construction 

B-a (W4)

· S.T Construction 

C-B (W3)

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

· Lhadar Construction

C – B (W1, W3)

· Mindu Construction 

C – B (W1, W3)


The two firms listed below have put up their proposal for up-gradation during the 40th board meeting where it was decided that the firms be upgraded upon recruitment of graduate engineer which was then missing. In this context, ED submitted that the firms have now fulfilled the requirements, as physically verified by the Secretariat and thus kind approval is sought for up-gradation from Class C to B in W1 category. 
· Diamond Construction

C-B (W1)

· Asiatic & TW Construction 

C-B (W1)

The Executive Director, CDB Secretariat submitted that the up-gradation criteria have been reviewed for the 3rd round and still not approved by the Board. Thus the up-gradation criteria needs to be finalized and approved in this 46th Board meeting so that the firms who had submitted for up-gradation can be upgraded accordingly with the adoption of this criteria.
The two firms who had put up their proposal for up-gradation during the 40th Board Meeting had failed the deadline till date, the Board decided that these two firms M/s Diamond Construction and M/s Asiatic and TW Construction should re-submit again as new for up-gradation due to the adoption of the new criteria with the approval from the Board.
Agenda 4: Criteria for Up-gradation
ED submitted the criterion for up-gradation as per the instructions of the board in the previous board meeting. After lengthy discussions, the board members came up with the final criterion for up-gradation which is as follows:

a. Criteria for the Financial Capacity: 

Firms proposing to up grade must fulfill the financial criteria of the next higher class shown below:
	Criteria
	(Class B to Class A)
	(Class C to Class B)
	(Class D to Class C)
	Petty 

	

Minimum value of Turnover in any one year during the last three years:

(Profit/Loss Statement)
	
 


Nu.  22.5 Million
	
 

Nu. 11.25 Million
	


Nu 0.75 Million
	  
N/A

	
Net Worth:
and Credit rating
	
 Nu.  4,000,000

Nu.  10,000,000
	
 Nu.  1000,000

Nu. 5,000,000
	
Nu. 500,000

Nu.1,000,000
	
  N/A

  N/A


 b. Minimum Requirements: Human Resources (Key Personnel) Assessment
Minimum requirement for Human Resources (Key personnel) will be checked against the class proposed for up-gradation. The firm should demonstrate that key personnel employed with the firm had been working with the firm for no less than six months as per the table below. 
	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)

-----
8
	1
1 (Elec)
2 (Elec)
1
3 (Elec)

---
8
	
1
1 (Civil)
1 (Civil)
1
2 (Civil)

-----
6
	
1
1 (Elec)
1 (Elec)
1
2 (Elec)

-----
6
	
1
-
1 (Civil)
-
1 (Civil)

-----
3
	
1
-
1 (Elec)
-
1 (Elec)

-----
3
	
1
-
-
-
-

-----
1


c. Minimum Requirements of Equipment& Facilities 

It will be checked for the new class/category proposed.  Equipments will be physically checked and verified for all up-gradation proposals.

	Sl.#
	Mandatory Equipment & Facilities
	 (Class ‘B’ proposing to upgrade to class ‘A’)
	 (Class ‘C’ proposing to upgrade to class ‘B’)
	 (Class ‘D’ proposing to upgrade to class ‘C’)

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

	1


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

	2
	Truck (Truck or 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
	

	7
	Vibrator
	
	1
	1
	 
	1
	1
	1*
	1*
	1*

	8
	Steel shuttering set (sft.) 
	 
	5000 
	 
	 
	2500 
	 
	 
	 
	 

	9
	Water pump
	-
	-
	1
	-
	-
	-
	-
	1
	 

	10
	Crane Truck
	-
	-
	1
	 
	 
	 
	 
	 
	 

	11
	Meggar
	-
	-
	1
	-
	-
	1
	-
	 
	1

	12
	Max puller
	-
	-
	 
	 
	 
	1
	 
	 
	 


d. Track Record
	Criteria

Contract Range
	A

Above 15m
	B

Nu. 7.5 – 15m
	C

Nu. 1.5 - 7.5m
	D (Petty)

Upto 1.5m

	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. 7.5 million each, or alternatively, one project in the applied category valued of at least Nu. 12 million (80% of 15m), 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. 4.5 million each, or alternatively, one project in the applied category valued at least 6.0 million(80% of 7.5 m), 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. 0.50 million each, or alternatively, one project in the applied category valued  at least Nu. 0.90 million, during the previous two years.
	
N/A

	b) To 

UPGRADE
	The above works should have been completed to the satisfaction of the client. Such satisfactory completion certificates should be signed by no less than Head of Department / Organization.  
	The above works should have been completed to the satisfaction of the client. Such satisfactory completion certificates should be signed by no less than Head of Department / Organization
	The above works should have been completed to the satisfaction of the client.  Such satisfactory completion certificates should be signed by no less than Head of Department/Organization.
	N/A


d.    Establishment:  
Office establishment/Registered office space will be physically checked.
 Agenda 5: Fees for Arbitrators:

1. The ED reported that the schedule of fees based on the fee structure of the City Committee, now revised to Nu. 5000 per hear per sitting was rather high since NAC would require numerous sittings before a case is resolved. He said that the impact would be more, particularly for smaller contractual disputes. Therefore, the following fee schedule was proposed by the CDB Secretariat:
	SUM IN DISPUTE (Nu.)
	TOTAL FEES FOR ARBITRATORS in (Nu.)

	Upto  100,000
	                 5000 (5%)

	From   100,000
TO   450,000
	18000 (4%)

	From   450,000
TO   1000,000
	30000 (3%)

	From   1000,000
and above
	50000 (lump sum)


After a very lengthy discussion among the board members on the proposal for arbitrator’s fees submitted by the CDB secretariat, there were changes made in the proposal submitted where the total fees for arbitrators were based on the percentage starting from 5% of the sum in dispute and then gradually in decreasing order. For values upto 0.1 million, the limit is 5% so that the total cost on account of arbitrators would not exceed Nu. 5,000 and thus this will decrease progressively as the amount value (sum in dispute) goes up. 

This decision on the arbitrator’s fee got endorsed in principle by the committee members.
Agenda 6:
CAB’s Submission 

ED, CDB submitted the issues which were put up by the CAB to be discussed during the 46th Board Meeting and these are as follows:
1. Contractor’s membership in CDB may be allowed to all four classes, instead of cluster representation, as initially approved by the CCM.

ED, CDB submitted that the CCM’s approval was to have a Board Member from each of the four Class A, B, C, and D.  However, CDB’s records show that CAB has nominated a representative each from Class A, B, and C only in addition to the President CAB.  These members have continued from 26th   (11th April 2000) to 37th (19th Sept 2003) for the meeting of the Board. The number of board members were as many as 18.  However, as per the decision of the 37th and 38th Meeting, a new Board was constituted with the Hon’ble Zhaptog Lyonpo as the Chairman (approved by CCM) downsizing to 11 members – to make it more effecive.
Discussion:
The Board decided that the present arrangement of having two representatives from the construction industry representing Class A, B, C and D is perfect and no additional representatives are needed as board members.

2. Petty class-D may be allowed to do two works, as most of the works are less then Nu. 300,000 values and therefore the allowable contract range of Nu. 1.500million in essence does not help the class-D contractors due to limitation of one work in hand.

ED reported that the CDB Manual stipulates that Class Petty can take only one work at time subject to maximum of 1.00 million.  Class Petty was, as per manual was supposed to own at least two optional equipment such as hand tools, at least one technician/skilled labour  and a net worth of Nu. 25,000 in conjunction with an average annual credit of Nu. 75,000. However, during the 39/40 Meeting of the Board, the allowable range of contract was increased to 1.5 million while doing away with all requirements.  

Board decided on ED’s recommendation where Petty Class D is not allowed to have two works.

3. CDB guidelines on ‘allowable contract range’ say for e.g. Class-C limits the maximum ceiling of three contracts to 15 million and for class- B - 30 million in actual is only two contract. It was submitted that the maximum ceiling may be enhanced to three times the upper ceiling value of allowable contract range.

ED submitted that given the practical difficulty to actually enforce the allowable contract range which was derived from the CDB Manual, the proposal to increase to three times or altogether do away seems valid.  

Board agreed on ED’s recommendations where the proposal to increase the maximum ceiling may be enhanced to three times the upper ceiling value of allowable contract range.

4. While the evaluation system of allotting point ensures competitiveness, it has its own limitations when related to class-C. It was submitted that class-C may be exempted from the purview under ‘new guideline for evaluation of bids’ and instead allowed work award to the lowest bidder, like class-D.

ED reported that the Class C contractors can undertake three works at a time each upto 7.5 million which in no way can be considered small. He also mentioned that at a time when quality and professionalism in construction industry is a major concern such a proposal to exempt Class C from the purview of evaluation guideline is thought a step backward instead that would discourage growth of firms.    

Board decided as not acceptable and admissible as it is against CDB manual and a step backward that would discourage growth of firms in the construction industry. Thus there are no limitations to Class C and will not be exempted from the purview under “new guideline for evaluation of bids”.

5. The tender document may be standardized at national level, especially for class-C & D together with a nominal standard fee instead of verifying bids forms, fees (often very high in some cases) and divergence in norms & procedures.

Based on the initial proposal of CAB bidding documents has been standardized and is at final stage of approval by Ministry of Finance after thorough consultation.  It may be too early to put up another proposal even before the one proposed is approved by the government.  

Board did not approve of standardizing the tender document at national level for class C and D. They found it inadmissible which is against the CDB manual.

6. The CAB submits for bringing the outside construction firms (Indians & others) under the purview of CDB & as member for CAB.

ED reported that registration of foreign firms in CDB is timely which the Secretariat is considering very strongly.

The Chairman of the Board, Honorable Zhabtog Lyonpo agreed to take this to the CCM for approval.

7. While the CDB’s support for approval of diploma engineers is handed by the contractors at large, and especially class-C  it was submitted to waive-off requirement of’ diploma electrical engineer’ for class-C, given the of same and ease the foreign worker recruit. 

ED reported that there are very limited numbers of works under Class C category for W4 and also limited number of electrical engineers.  

The Board decided that a notification to be sent to the Class C Contractors that they should recruit electrical engineers whenever they get electrical works and discard them from the Pay Roll system.

Agenda 7:
Any other points

The Executive Director, CDB submitted that there is no provision of CDB power in the Manual as was proposed during the 36th Board meeting. He mentioned that CDB being the bridge between the Construction Industry and the Government, CDB should be given power to improve the Construction Industry and thus this should be incorporated in the clauses of the manual and should be submitted in the next Board Meeting.
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