Lao People’s Democratic Republic


Peace Independence Democracy Unity Prosperity





Council of Ministers:


No....../CM


Draft Decree on Government Procurement,


of Goods, Construction, Repairs and Services





- Based on the Constitution of the Lao PDR,


- Based on the status of the Minister of Finance No. 104/PM dated July 6, 1993


- Based on the proposal made by the Minister of Finance





The Prime Minister issues the following Decree:





Chapter I: Basic Principles:





Article 1:





“Procurement” means the purchase of material, equipment, spare parts, machinery, vehicles and other products hereinafter collectively referred to as “Goods”.





“Construction and Repair” means construction and repair of roads, irrigation, works hydropower plants, factories, houses, office buildings, hospitals, schools, and others hereinafter collective referred to as “Construction and Repair”.





“Service” means the use of engineering consultants to conduct research, survey, design and to supervise other works except the payment of insurance and transportation.





Article 2:





A “Purchaser” includes all sectors of the Government at all levels which are using the national budget and all state enterprises. They are called “Purchaser or Project Owner”.





Article 3:





The national budget consists of domestic funds, foreign aid and loans.





Article 4:





Companies or individuals which are legally registered, which have expertise, funds and professional competence have equal opportunities to provide goods, construction, repair and services to all government entities.




















Article 5:





Procurement shall follow a competitive bidding process in various forms, shall guarantee a fair price and high quality, but in some cases negotiations between the purchaser and the bidder are permitted.





Chapter 2: Methods of Procurement





Article 6:





Public bidding is the basic principle of Government Procurement, Where all companies an individuals have equal opportunity to bid through the following procedure:


Public notification or official notification in order to ensure that the public has been informed at least 45 days before the closing of receipt of bids. This 45 day limit may be reduced by the purchaser to 30 days if the purchaser has justifiable reasons of urgency.





A comprehensive bid document consisting of: the list of goods, repair and construction, technical standards, place of delivery of goods, date of completion of the project, conditions for bidding and conditions for contract as well as factors to be taken into consideration while evaluating the bids so that prospective bidders are fully aware of the conditions beforehand.





All bids should be opened at the stipulated time in the presence of the bidders or their representatives.





In awarding the contract to the successful bidder, standards and conditions which had been communicated earlier to the bidders should be taken into consideration. During the bid opening, in addition to the bid price, other factors may be taken into consideration such as: time for transportation of goods or services, overhead expenditures and the efficiency of the machinery specified in the bid, capability to provide services after receiving the goods and capability to give security. All of these factors shall be evaluated in money or by scores.





In case two or more bidders tie in the bid evaluation, in order to select the winner the procurement committee may ask those bidders to make new proposals and restart the bidding procedure between the two equal bidders.





If the bidding documents submitted do not meet the standards and conditions, the procurement committee may cancel the bid.





The bidders shall furnish a bid security of 0.5% to 1% of the bidding price. The Government will refund the bid security to the successful bidder. In case the successful bidder fails to enter into contract for unjustifiable reasons, the Government will keep the bid security and will start negotiations with the next bidder on the list.





The procurement committee shall record the bidding and include in the record proposals which had been made by the bidders and the reasons for the committee’s decision in order to submit to higher authority for approval.





Article 7:





Limited bidding is a bidding where the number of bidders is limited because the cost of the bidding is low and does not require a public bidding and when there is urgency. The procedure for limited bidding follows the same procedure as for public bidding except that limited bidding involves only local notification, notification to specific organization or oral notification.





After the purchaser has received all documents from the bidders the purchaser will open the bid documents in the presence of the bidders.





The bidding documents shall require information on the background of the bidder, its financial status, conditions of its staff and equipment, its contractual liabilities, its capacity to mobilize labour and equipment for the performance of the work.





The number of bidders in limited bidding may range from 3 to 5 individuals or companies.





Article 8:





Under procurement by direct contracting the Purchase may negotiate with a seller who is considered to be the most competent and this can be done in the following cases:


 to save money or to continue the original contract. However the cost shall not exceed 20% of the cost in the original contract.


 when there is only one supplier and there is an urgent need


 if after the public bidding, there is no bid which complies with the standards and conditions.





Article 9:





Procurement by way of price comparision applies to procurement of products used in the day-to-day administration and requires frequent purchase such as: office supplies  if the annual purchase cost is less than 10 millions kips, office equipment (Typewriter, copy machines, computers, tables, tables, chairs, shelves, vehicles...), the purchase of equipment for scientific purposes where the annual cost of each unit does exceed 25 million kip. Procurement by way of price comparision shall involve at least 3 companies.





Article 10:





The selection of engineers to carry out research, design, supervision and control project using government funds shall adopt following procedures:








The selection of a number of engineers whom the purchaser considers to be the most appropriate from not less than 3 firms/engineers.





Sending the letter of invitation which indicates the objectives of the assignments to the selected consultants and allow 30 to 45 days for their proposals.





Evaluating the proposals based on some factors such as: quality and cost. In some cases depending on the type of work only the quality factor will be taken into consideration. The price may be negotiated with the firm which has the best expertise and approach to undertaking the project.





Article 11:





When the work assignment to the engineers involves less than 20 millions kip, direct negotiations with an engineering consultant may take place.





Article 12:





The objective of bid evaluation is to determine the winner. The winner shall be the one who meets the standards and conditions  stated in the call for bids such as: proposal with the lowest cost or highest overall scores (for goods, construction and repair) to be put in order. The procurement committee makes its decision based on unanimity or by majority vote. Decisions of the committee shall be recorded and submitted to the competent authority for approval. The bid evaluation shall be completed within 15 days.





Article 13:





Evaluation of bids, documents relating to the selection of engineers should be confidential until signing of the contract.





Article 14:





The procurement committee shall inform the losing bidders about the results of the bid within 7 days after the competent authority has approved the results of the bid and the committee shall refund the bid securities.





Chapter 3: Types and terms of contracts for the provision of goods, construction, repairs and services:





Article 15:





The types of contract for the provision of goods, construction, repairs and services are the following:


 Contract of supply of goods or equipment;


 Contract of supply and installation of equipment;


 Contract of industrial construction with installation only or turn-key contract;


  Contract of repairs of different projects.


 Contract of employment of engineers.





Article 16:





In case of a contract of procurement of goods, equipment and their installation, if its duration does not exceed 1 year, the price and currency of payment shall be fixed.





For construction and repair contracts it is possible to use one of the following alternatives:


 contract with fixed price for small projects.


 contract based on “invoice” which determines the unit price and the volume of the work, when the project owner is in a position to determine the volume of the work.


 When it is impossible to determine the volume of work the price on the invoice which is a unit price shall be taken into consideration for maintenance work, underground exploration, works in irrigation canal, water ways etc...





For contracts of engineering consultants it is possible to use the price which is based on the overall work or time expended (number of man/months). In this case the scope of work shall be identified as clearly as possible.





The cost in the contract signed with companies or individuals within the country shall be calculated kip. Whereas contracts on the procurement of goods  and services from abroad or construction contracts with a foreign company shall be in conformity with the regulations on the administration of foreign currency and precious objects which has to be mentioned in the contract.





Article 17:





In construction contracts not exceeding 1 year, price adjustments upwards or downwards may be made in relation to labor and construction materials. Whereas other components such as: administration, transportation cost, insurance cost and profit of the supplier can not be adjusted. In case there is a price fluctuation in the market, each party may propose price adjustments by providing accurate data in order to compare with the price at the time of the signing of the contract.





Article 18:





All methods of payment provided in the contract must follow the accounting rules of the Government.





Payment for goods purchased from domestic companies or individuals within the country must be made after the goods have arrived at the storage of the purchaser based on a certificate of receipt. The payment of goods from abroad which require money transfers shall be made through Letter of Credit which is recognized internationally or through other existing means.














The payment for construction and repair work whether performed by domestic or foreign companies may be made as follows: made upon signature of the contract but not more than 15% of the cost in the contract and with a bank guarantee or made partly but not more than 20% when the materials and equipment are delivered to the construction site.





The remaining payment then must be made according to the progress of the work by installments depending on the cost in the contract.





The payment for construction and repair work shall be made based on a Certificate of achievement delivered by the consulting firm or the supervisory engineer.





The payment to the engineering consultant shall be made according to the amount in the contract. If the amount of the contract is large payment may be made in installments according to the progress of the work or if the amount is low the payment shall be made after certified completion of the work.





Article 19:





The parties shall negotiate the terms of all contracts in compliance with the provisions of the Contract Law of Lao PDR.





Chapter 4: The Organization of Government procurement:





Article 20:





The owner of the project of construction, repair and services project shall set up a committee for all bids (public, limited) and shall preside over the committee.





The committee shall be comprised of 1 to 3 representatives from the purchase’s organization, 1 representative from the Ministry of Finance, 1 representative from each relevant organization.





For international bidding a representative from the Central Bank must be on the committee. Procurement by using foreign aid and loans requires a representative from the Committee for Planning and Cooperation.





The Procurement Committee must comply with this decree from the preparation stage until the award of contract.





Article 21:





In case of procurement by way of direct contracting the organization/purchaser shall set up a negotiation committee comprised of 3 to 5 persons from the organization itself.














Article 22:





Procurement by way of price inquiries is carried out by a permanent procurement unit within ministries or organizations equivalent to ministry’s rank, within various departments in provinces consisting of Vice-Minister or Chief of Financial Division Department as Chairman, 2 representatives from the Cabinet and 1 representative from the finance division. In this case the procurement is specifically for one various departments. On top of the permanent members in the committee one representative from the relevant department shall be present.





Article 23:





For bids over 50 millions kip, after the bid a meeting of the Ministers or Vice-Ministers who had sent their representatives to the bid shall take place in order to approve the result of the bid. A representative from the Ministry of Finance shall  participate in all such meetings. The Minister responsible for the bid shall organize such meetings within 15 days after the day the committee reported to him.





In provinces, for bids over 30 million kip, the procedure above shall be followed. The Governor or his Deputy shall preside over the meeting to approve the result of the bid.





The reason for not approving the result of the bid by the meeting shall be one which violates a fundamental principle of this decree. The Ministry/Department has the right to report to the government for re-examination.





Article 24:





In case of a grant or foreign loans, if the provisions of the grant or foreign loan agreement stipulate that the procurement shall follow the procedure of the donor country or financial institutions, then the procedure shall follow it, except for the establishment of the procurement committee and the approval of the result of the bid which shall comply with the provisions of this Decree. If the agreement does not specify anything then the whole procedure shall be fully in compliance with this Decree.





Chapter 5:  Final Provisions





Article 25:





In order to have a price comparision as stipulated in article 9 above, the Ministry of Commerce, Finance, and the Organization for Science and Technology and other relevant Ministries shall coordinate and determine an index of goods and prices every 6 months or 3 months if the market prices are changing quickly.





This index of goods and prices determines the items which are most commonly used by government bodies as well as the necessary technical standards and prices of each good which serves as a reference for the purchaser and for budgeting purposes.





Article 26:





In international bidding, if a foreign company and a local company have equal proposals, the local company must win the bid. In case a state company has equal proposal with others the state company must win.





In order to promote domestic companies which are not branches of a foreign company, but can provides as goods as the foreign company, preference must be given to the domestic company while evaluating the bid.





Government funds may not be used to purchase goods from abroad if those goods are produced in the country and have the same quality. The goods may be purchased in the country even though the price is higher but not exceeding 10-15% of the price of the foreign goods. The relevant ministries and department shall determine the list of such goods.





Article 27:





In order to ensure a fair price of goods, civil works and services and to promote companies and individuals who are in good respect of the laws and regulations,  the Ministries of Commerce; Industry and Handicraft; Communication, Post and Construction; Finance; the State Bank of the Lao PDR, the Organization for Science, Technology and Environment and others shall together identify a list of companies and individuals which are considered to be qualified for bids under this Decree in September of each year. The requirements for bids shall be publicly announced. It is possible to add to the list of qualified individuals and companies in the middle of the year.





Companies and individuals which are not on the list may propose to their relevant ministries or departments to be reconsidered.





Article 28:





Procurement which shall be confidential is procurement for military equipment, civil works for national defense and do not fall under this Decree.





Article 29:





The Ministry of Finance and other relevant ministries shall determine the amount for public bidding, the amount for procurement by way of price comparision and other detailed provisions which are not specified in this Decree and shall issue other regulations which are not provided in this Decree such as: regulations of the procurement committee,  model contracts, guidelines for the effective implementation of this Decree.


All ministries, bodies equivalent to ministry, provinces and special zones shall implement this Decree according to its duties.














Article 30:





This Decree enters into force 15 days after its signature and is not retroactive.








							Vientiane, date..........................





							Prime Minister of Lao PDR
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