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NATIONAL PROCUREMENT COMMISSION

Vision

To achieve highest professional standards in ensuring best value for money in all government
procurement processes

Mission

Formulate fair, equitable, transparent, competitive and cost effective policies, procedures and
processes for the procurement of goods and services, work, consultancy services and information
systems performed by the government institutions in timely manner

Values
Integrity
Accountability
Transparency

Cost consciousness



Chairman’s Message

It is both an honor and a privilege for me to present this inaugural Chairman’s
message for the first ever annual report of the National Procurement Commission,
established under the 19" amendment to the Constitution of the Democratic
Socialist Republic of Sri Lanka.

National Procurement Commission (NPC) is the apex entity setup under Chapter
X1X Section 156 B of the Constitution for the purpose of formulating fair,
equitable, transparent, competitive and cost effective procedures and guidelines for
the procurement of goods, services, works, information systems and consultancy
services by the all government institutions. The Constitutional provisions also
allow NPC to monitor and report to appropriate authorities on the manner in which
the procurement are conducted by government institutions. It is not an over
statement if | say that it is the government procurement that drives the economic
development of a country. Therefore, NPC is required to install the right discipline
in to the public procurement and meet the goal of equity, fairness and value for
money of the public procurement, supporting faster economic growth in Sri Lanka.

The report describes to what extent the Commission had set about in its first year
of operation in achieving its vision and realizing the NPC's equity agenda. NPC
had devoted whole year of 2016 to prepare the platform to elevate public
procurement to the level of a key pillar of development.

During the year, NPC had prepared a mid-term action plan identifying future
activities and programs to obtain donor supported funding arrangements of around
Rs.10, 000 million in addition to funding from the consolidated funds. NPC
together with the assistance of donor agency undertook a requirement analysis of
capacities and capabilities required to achieve its vision, and completed the
development of its organization structure, job descriptions and operational
procedure manual. Furthermore, NPC had started issuing circular instructions to



the government institutions with regard to procurement discipline and started
giving guidance for public procurement. NPC had begun providing instructions,
clarifications, and advices and had resorted to problem solving activities through
the submissions and requests made by the government institutions as well as by the
bidders and the public. In addition, NPC started to revise 2006/2007 procurement
guidelines and manuals to meet the modern needs and to fall within international
standards. New procurement guidelines would be presented to the Parliament in
2017.

My special thanks go to the Commission Members and NPC staff for their
steadfast and dedicated support and hard work. NPC endeavors to achieve further
significant milestones in 2017 to save tax-payers' money and create value for
money in public procurement. NPC cordially invite all the government institutions'
their fullest support and invite them to work hand-in-hand with the Commission to
jointly achieve economic prosperity through speedy, effective and transparent
procurement on behalf of the public.

Eng. B.N.I.F.A. Wickramasuriya

Chairman

National Procurement Commission



Secretary General’s Message

The National Procurement Commission has been established under the Chapter
XIX B of the XIX Amendment to the Constitution of the Democratic Socialist
Republic of Sri Lanka to provide its service to ensure the Fairness, Equity,
Transparency, Competition and Cost Effectiveness of the Procurement Procedure
in the Public Sector in the Country. These procedures will cover the Procurement
of Goods and Services, Works, Consultancy Services and Information Systems
handling by all the Ministries, Departments, Public Corporations, Local
Authorities and any Business Undertaking vested in the Government. The
Commission should prepare the Procurement Guidelines and publish in the Gazette
and should monitor whether the procedures are followed by those Institutions.

After appointing the five Members for the Commission by His Excellency the
President with the recommendations of the Constitutional Council, Commission
started its functions at the end of the year 2015 with limited resources. At the
beginning of the year 2016 the Chairman and the Members of the Commission
were able to fill the vacancies of some key posts and started its office in three
rooms of the BMICH.

Commission started to take action according to the Mandate assign by the
Constitution and issued Circulars to make all the Ministry Secretaries aware on the
functions and decided to upgrade the Government Procurement Guide Lines issued
in 2006 after obtaining the suggestions and recommendations from the Stake
Holders. The Commission has appointed a Working Committee selecting some
Senior Officials who have thorough knowledge and experience in the field of
Procurement for the purpose and taken its fullest effort to keep the time schedule
for completing the task. I am happy to say that the Commission was able to
complete about 50% of preparation of new Guidelines by the end of the year 2016
and will be able to gazette the new Procurement Guidelines and Manual by mid of
year 2017.



| wish all the success for every action taken by the Commission.

Seetha Withanaarachchi,
Secretary General



ANNUAL REPORT 2016

NATIONAL PROCUREMENT COMMISSION

1. INTRODUCTION

National Procurement Commission has been established under the Chapter XIX
B of the Nineteenth Amendment to the Constitution of the Democratic Socialist
Republic of Sri Lanka published as a supplement to the Part 11 of the Gazette of
the Democratic Socialist Republic of Sri Lanka of May 15,2015.

The Commission consists of five members appointed by His Excellency the
President on the recommendation of the Constitutional Council of whom at least
three members shall be persons who had proven experience in the fields of
Procurement, Accountancy, Law or Public administration. His Excellency the
President, on the recommendations of the Constitutional Council, appoint one
member from among them as the Chairman of the Commission and every
member of the Commission shall hold the Office for a period of three years
from the date of appointment, unless such member earlier resigns from the
office or removed by His Excellency the President.

Commission shall appoint a Secretary General and other officers as it may
necessary for the proper discharge of the functions on such terms and conditions
as may be determined by the Commission.

In terms of the Sections 156 F (2) and (3), all Members and the Officers of the
Commission shall be deemed to be Public Servants within the meaning and for
the purpose of Chapter IX of the Penal Code. No suit prosecution or other
proceeding shall lie against any Member or officer of the Commission for any
act or thing which in good faith is done or purported to be done by him in the
performance of his duties or the discharge of his functions, under the provisions
of the Constitution.



2.FUNCTIONS, POWERS AND DUTIES OF THE NATIONAL
PROCUREMENT COMMISSION

2.1 FUNCTIONS OF THE COMMISSION

In terms of the Section 156 C of the Constitution it shall be the functions of the
Commission to formulate fair, equitable, transparent, competitive and cost
effective procedures and guidelines, for procurement of goods and services,
works, consultancy services, and information systems implemented by
Government Institutions and cause such guidelines to be published in the
gazette and within three months of such publication to be placed before the
Parliament.

Section 156 H of the Chapter XIXB of the Constitution define the Government
Institutions as Ministry, a Government Department, a Public Corporation, a
Local Authority, any business or other undertaking vested in the Government
and a Company registered of deemed to be registered under the Companies Act
No. 7 of 2007 in which the Government, a Public Corporation or any Local
Authority holds more than fifty percent of the shares.

In addition to formulating Procedures and Guidelines related to Public
Procurement process, the National Procurement Commission is required to
carry out the following functions vested in it by the Constitution.

(a) Monitor and report to the appropriate authorities, on whether all procurement
of Goods and Services, Works, Consultancy Services and Information
Systems implemented by the Government Institutions are based on the
procurement plans prepared in accordance with previously approved Action
Plan of the Institution.

(b)Monitor and report to the appropriate authorities on whether all qualified
bidders for all provisions of Goods and Services, Works, Consultancy
Services and Information Systems carried out by the Government
Institutions are afforded an equal opportunity to be participated in the
bidding process for the provision of such services.

(c)Monitor and report to the appropriate authorities on whether the procedures
for the selection of Contractors, and the awarding of Contracts for the
provisions of Goods and Services, Works, Consultancy Services and
Information Systems conducted by the Government Institutions are fair and
transparent.



(d)Report on whether Members of the Procurement Committees and Technical
Evaluation Committees relating to the Procurement, appointed by
Government Institutions are suitably qualified.

(e) Investigate and report of Procurements made by Government Institutions
outside established Procedures and Guidelines, and to report the Officers
responsible for such Procurements to the relevant authorities for necessary
action.

3.POWERS OF THE COMMISSION
As per the provisions of Section 156 D of the Constitution

(1) the Commission may, by notice in writing, require any person to attend
before the Commission to be questioned by the Commission or produce
to the Commission, any document or thing in the possession or control of
that person and specified in such Notice.

(2) Every person who,

(a) Fails, without reasonable cause to appear before the Commission
when required to do so by a Notice sent by the Commission,

(b) Appears before the Commission in compliance with such Notice, but
refuses without reasonable cause to answer any questions put to him
by the Commission,

(c) Fails or refuses, without reasonable cause to produce any document or
thing which he was required to produce by a Notice sent to him by the
Commission,

Shall be guilty of an offence and shall on conviction be liable to a fine
not exceeding One Hundred Thousand Rupees or imprisonment for a
term not exceeding seven years, or both such fine and imprisonment.

Every High Court established under Article 154 P of the Constitution shall
have jurisdiction to hear and determine any matter referred above.

4. DUTIES OF THE COMMISSION

The Commission shall meet as often as may be necessary for the discharge
of its functions as above, The Chairman shall preside all the meeting and in
his absence the members present shall elect a member as a Chairman, and
the quorum for any meeting is three.



The expenses of the Commission shall be charged on the Consolidated fund.

5.APPOINTMENT OF THE MEMBERS OF THE COMMISSION

His Excellency the President on the recommendation of the Constitutional
Council under Article 41B and 156 B (1) of the Constitution of the
Democratic Socialist republic of Sri Lanka has appointed the Chairman and
the Members of the National Procurement Commission with effect from 19"
November 2015 for a period of three years.

. Eng B.N.I.F.A. Wickramasuriya Chairman
il Mr. A.N. Fonseka Member
ii.  Prof.Mrs. D.E.R.C.Weddikkara Member
iv. ~ Mr.P.A.D.C.R.Perera Member
V. Mr. M.Vamadevan Member

Mr. A.N.Fonseka has resigned from the Commission to accept another
appointment offered by HE the President in August 2016 and Dr. Palitha
Ekanayake has been appointed to fill the vacancy with effect from 9%
December 2016.

6.APPOINTMENT OF THE STAFF FOR THE COMMISSION

Commission prepared its initial staff plan and submitted for the approval of
the Department of Management Services at the very inception of the
activities of the Commission. The approval has been granted for 51 posts
including a post of Secretary General, two posts of Additional Secretary
General and seven posts of Directors including some technical posts by the
Department of Management Services by its letter dated 12" Feb 2016. (the
approved cadre for the Commission is given as Appendix | and the
Organization Structure of the Commission is given as Appendix I1)

The following Staff officers have been recruited during the year of 2016
after an advertisements and interview processes.

NAME DESIGNATION
. Ms.Seetha Withanaarachchi Secretary General
.  Mr. B.K.J.M.L.Gunawardhane Addl.Secretary General(PM)



ili.  Mr. H.P.W.Premadasa Addl.Secretary General(PP)

Iv. Ms. K.A.AJayasinghe Accountant

V.  Mr. R.Thenuwara Director/Procurement

Monitoring

vi.  Mrs. M.P.D.M.Jayasuriya Coordinating Secretary to
SG

The Additional Secretary General Mr. B.K.J.M.L. Gunawardhane has
resigned from the service in Oct 2016 on medical grounds. The position was
advertised to select a suitable person on 28" December 2016 and the
interviews were conducted by the Commission to select a suitable officers
to fill the vacancy of the Additional Secretary General (Procurement
Monitoring). Interview was conducted by the Commission and the
recruitment will be done at the beginning of next year.

Appendix Il shows the situation of the staff of the Commission as at 31°
December 2016.

7. OFFICE SPACE FOR THE COMMISSION

National Procurement Commission is being a new Commission did not have
a space for its office and Commission conducted its meetings in various
locations including in Committee rooms in the Parliament.

Later the Commission was able to obtain three rooms of the BMICH with
effect from 1% March 2016 and started functioning its office with its limited
number of staff.

While expanding the services, the Commission identified the necessity of an
additional office space for the proper functioning and put up a paper
advertisement on 29" April 2016 but could not find a suitable place.

Commission then decided to seek some more space from the BMICH.
Accordingly Commission was able to start its functions in the present office
in Block Number 9 with effect from 11" August 2016, in addition to the
three rooms in the Block Number 02,

Commission identified the difficulties in maintaining the office in two
separate places and attempted to find suitable office space by advertising
several times without a success.



8.BUDGETORY PROVISIONS FOR THE COMMISSION

A Supplementary Allocation for the year 2016 had been transferred from the
Department of National Budget under the Head 240 to the Secretary to HE
the President in terms of the Section 6(1) of the Appropriation Act Number
16 of 2015.The total allocation for the year 2016 was Rs. 26 M. with Capital
budget allocation of Rs. 5 M. and Recurrent budget of Rs. 21 M. The
expenditure during the year was Capital Rs. 2,290,919 and Recurrent Rs.
17,648,306.00.

9. OFFICE EQUIPMENTS & FURNITURE

Commission was able to purchase furniture for the office and the basic
equipment such as photocopy machine and Lap Top computers for the use of
office staff by following the approved procurement procedures.

10.IMPLEMENTATION OF THE FUNCTIONS OF THE COMMISSION

The National Procurement Commission issued its first circular on the
‘Establishment of the National Procurement Commission’ in April 2016 to
all the Secretaries to the Ministries. (Copy attached as Appendix V1)

An Action Plan has been prepared for the future activities and a copy of the
Action Plan is attached as Appendix VII.

After receiving the Circular most of the Ministries and other Government
Agencies started seeking advice and clarifications on the Procurement
activities handled by them. Several Bidders also made complaints to the
Commission and for institutions. Commission was able to provide guidance
and directions on various categories and levels of the Procurement process as
follows. A Chart for the following data is shown in the Appendix VIII.

Progress of handling complaints/inquiries up to 01 December 2016

Number of cases | Number of cases

received resolved
Ministries 13 13
Other government institutions 03 02

Bidders 48 32




11.AMENDMENT TO THE PROCUREMENT GUIDELINES

The 156C (1) of the XIXth Amendment to the Constitution requires the
Commission to formulate fair, equitable, transparent, competitive and cost
effective procedures and Guidelines, for the Procurement of Goods and
Services ,Works, Consultancy Services and Information System
implemented by the Government Sector and publish in the Gazette and to be
placed before the Parliament of Sri Lanka.

The Commission decided to amend the available procurement Guidelines
that was published in 2006 after obtaining the recommendations and
suggestions from the Secretaries of all the Ministries and the Institutions
under their preview. Accordingly Commission issued its second Circular on
30™ August 2016, requesting all the Secretaries to circulate the same among
all the Procurement Entities coming under their preview and to submit
suggestions and recommendations with respect of the Guidelines previously
issued. By the same Circular Commission instructed to all the procurement
Entities to use the existing Procurement Guidelines and Manual and all
other instructions issued by the Director General Public Finance until such
time the amended Guidelines are issued by the National Procurement
Commission. Copy of the Circular is attached as Appendix ix. Several
recommendations and suggestions were received responding the above
Circular from Ministries and other Public Sector Institutions and
Commission started the process of amending the Procurement Guidelines as
it happen to be a major requirement of the Public Sector Procurement
Process after a period of four years with the development of the needs of the
process.

The Commission appointed a Working Committee for the process of
amending the Procurement Guidelines consisting of Senior Officials of the
Public Sector who have a wide knowledge and experience in the field of
Procurement with the guidance of the Members of the Commission.

The Working Committee had 08 Commission meetings during year 2016.



12.COMMUNICATION WITH  MULTILATERAL/BILATERAL
ORGANIZATIONS

The National Procurement Commission decided to obtain assistance from
the Donor agencies such as ADB, World Bank, and USAID to discharge its
Constitutional mandates.

ADB has pledged its support to assist to review the existing Procurement
Guidelines and Electronic Government Procurement and arrangements have
been made to deploy a Consultant during next year.

USAID has deployed a Consultant to develop the Organization Structure of
the Commission, Job description of the Staff and the Action Plan for the
future activities of the Commission. USAID has completed those tasks
during the year 2016.Further the USAID has agreed to support NPC to
prepare an Operational Procedure Manual for the Commission in next year.

13. COMMISSION MEETINGS

The National Procurement Commission meet every Friday of the week and
keep minutes on all the discussions and decisions taken. Up to the end of
December 2016 commission had 45 (Forty-five) meetings.

14. AUDIT REPORT

A Supplementary Allocation for the year 2016 had been transferred from the
Department of National Budget under the Head 240 to the Secretary to HE
the President in terms of the Section 6(1) of the Appropriation Act Number
16 of 2015. In his letter no. PS/FM/FIN/3/5/2017 dated 11 October 2017
(Appendix 1X), Secretary to the President has informed that, though the
Auditor General had called for an explanation for unutilized financial
provisions under that Head and though the Commission was among those
objects with unutilized provisions, the Auditor General had not presented
observations separately.

15. FUTURE PLANS

Commission expects to complete activities identified in the Action Plan
during coming years and to complete the Procurement Guidelines and submit
before the Parliament within the next year.



INITIALLY APPROVED CADRE

Appendix |
Serial | Designation Service Grade/Class | Salary Scale as No. of post
No. per Pub. Ad. approved
Circular No.
6/2006
1. | Secretary SL 3 -2006 01
2. | Additional Secretary Sri Lanka Special SL 3 -2006 01
Administrativ
e Service
3. | Additional Secretary All Island Special SL 3 -2006 01
Services
4. | Director (Administration) Sri Lanka I SL1-2006 01
Administrativ
e Service
5.| Director (Engineering) Sri Lanka I SL1-2006 01
Engineering
Service
6. | Director Sri Lanka I SL1-2006 02
Administrativ
e Service
7. | Director All Island I SL1-2006 03
Services
8. | Procurement Specialist Contract Rs. 36, 055/- 10
Basis Monthly
9. | Accountant Sri Lanka m/n SL1-2006 01
Accountants’
Service
10| Legal Officer Departmenta | I/l SL1-2006 01
I
11| Coordinating Secretary to | Temporary Rs. 22, 250/- 01
Chairman Monthly
12| Coordinating Secretary to | Temporary Rs. 22, 250/- 01
Secretary General Monthly
13| Administrative Officer Public Supra MN 7-2006A 01
Management
Assistants’
Service
14| Translator Government | 1I/I MN 6-2006A 03
Translators’
Service
15| Information and Sri Lanka Class 2 —1I/1 MN 6-2006A 01
Communication Officer Information
and

Communicati

on Service




16

Development Officer

Development
Officers’
Service

m//

MN 4-2006A

04

17

Public Management
Assistant

Public
Management
Assistants’
Service

m//

MN 2-2006A

05

18

Driver

Combined
Drivers’
Service

1/11/1/Special

PL 3-2006A

08

19

Office Employee

Office
Employees’
Service

1/11/1/Special

PL 1-2006A

05

TOTAL NUMBER OF POSTS

51




Commissioner Commissioner

Appendix Il

NATIONAL PROCUREMENT COMMISSION — SRI LANKA

ORGANIZATION STRUCTURE OF COMMISSION - O8™ SEPTEMBER 2016
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_ Management
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Office
Assistant (5)



Cadre particulars of the Office of the National Procurement Commission as at 31 December 2016

Appendix Il
Post Service Approved | Ref. to the letter of the Existing
cadre Department of Management cadre
Services

Secretary General 01 01

Additional Secretary General Sri Lanka Administrative Service — 01 DMS/1030, 12 February 2016 00
Special Grade

Additional Secretary General Open — Special Grade 01 DMS/1030, 03 May 2016 01

Director (Administration) Sri Lanka Administrative Service — 01 00
Grade | DMS/1030, 12 February 2016

Director (Engineering) Sri Lanka Engineering Service — Grade | 01 00

Director Open -Grade | 05 DMS/1030, 03 May 2016 01

Procurement Specialist Contract basis 10 DMS/1030, 12 February 2016 00

Accountant Sri Lanka Accountants’ Service — Grade | 01 DMS/0003, 30 June 2016 01

Legal Officer Departmental Grade llI/II 01 00

Coordinating Secretary to the Temporary 01 01

Chairman

Coordinating Secretary to the Temporary 01 00

Secretary General

Administrative Officer Public Management Assistants’ Service 01 00
— Supra Grade

Translator Government Translators’ Service — 03 00
Grade 11/l

Information Communication and | Sri Lanka Information and Technological 01 DMS/1030, 12 February 2016 00

Technological Officer Service — Grade I/ of Class 2

Development Officer Development Officers’ Service — Grade 04 00
m/n/

Public Management Assistant Public Management Assistants’ Service 05 03
— Grade llI/11/1

Driver Combined Drivers’ Service — Grade 08 02
11/11/1/Special

Office Employee Office Employees’ Service — Grade 05 01
11/11/1/Special

Total 51 11




National Procurement Commission Appendix IV
Expenditure Report up to Decemeber 2016
2016
Object Descrintion 2016 Expenditure Balance
Code P Allocation from 1-4-2016 Allocation
t031-12-2016
Rs. Rs.

RECURRENT EXPENDITURE

Personal Emoluments
1001 |Salaries & Wages 2,000,000 1,437,126 562,874
1002 |Overtime and Holiday Payments 100,000 50,757 49,243
1003 |Other Allowance 6,000,000 5,357,200 642,800

Travelling Expenses - -
1101 |Domestic 100,000 5,612 94,388
1102 |Foreign - -

Supplies - -
1201 [Stationery & Office Requisites 500,000 118,606 381,394
1202 |Fuel 1,000,000 963,425 36,575

Maintenance Expenditure - -
1301 |Vehicles 300,000 209,156 90,844
1302 |Plants, Machinery and Equipment - -
1303 |[Building and Structure - -

Services - -
1401 (Transport 3,000,000 2,941,591 58,409
1402 |Postal and Communication 1,400,000 815,876 584,124
1403 |Electricity & Water - -
1404 |Rents and Local Taxes 5,800,000 5,014,604 785,396
1405 |Others 800,000 734,353 65,647
1406 |Interest Payment for Leasing Vehicles - -

Recurrent Expenditure (Total) 21,000,000 17,648,306 3,351,694

CAPITAL EXPENDITURE - -

Acquisition of Capital Assets - -
2101 |Vehicles - - -
2102 |Furniture and Office Equipment 5,000,000 2,290,918.65 2,709,081
2103 |Plant, Machinery - -
2106 |Softwear Development - -
2401 |Capacity Building(Action Plan) - -

Capital Expenditure (Total) 5,000,000 2,290,918.65 2,709,081

Total Expenditure 26,000,000 19,939,224.51 6,060,775.49

Accountant




Appendix V

Expenditure 2016

m Recurent = Capital



Appendix VI

NPC/ESTAB/2016/02
27 April 2016
Secretary to the President,
Secretary to the Prime Minister,
Secretary to the Cabinet of Ministers,

Secretaries to the Ministries

ESTABLISHMENT OF NATIONAL PROCUREMENT COMMISSION

We are pleased to inform you that the National Procurement Commission established under the
Chapter XI1X B of the Nineteenth Amendment to the Constitution of the Democratic Socialist
Republic of Sri Lanka has become operational. The Commission consists of five Members
appointed by HE the President on the recommendation of the Constitutional Council.

The assigned functions of the Commission is to formulate fair, equitable, transparent, competitive
and cost effective procedures and guidelines, for the procurement of goods and services, works,
consultancy services and information systems by Government Institutions and cause such
guidelines to be published in the Gazette.

The government institutions covered by the Commission’s mandate include Ministries,
government departments, public corporations, local authorities, any business or other undertaking
vested in the Government and companies registered or deemed to be registered under the
Companies Act No. 7 of 2007, in which the Government, a public corporation or any local
authority holds more than fifty per centum of the shares.

In addition to formulating procedures and guidelines related to public procurement, the
Commission is required to carry out the following additional functions as well.

(a) Monitor and report to the appropriate authorities, on whether all procurement of goods
and services, works, consultancy services and information systems by government
institutions are based on procurement plans prepared in accordance with previously
approved action plans;

(b) Monitor and report to the appropriate authorities on whether all qualified bidders for
the provision of goods and services, works, consultancy services and information
systems by government institutions are afforded an equal opportunity to participate in
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the bidding process for the provision of those goods and services, works, consultancy
services and information systems;

(c) Monitor and report to the appropriate authorities on whether the procedures for the
selections of contractors, and the awarding of contracts for the provision of goods and
services, works, consultancy services and information systems to government
institutions, are fair and transparent;

(d) Report on whether members of procurement committees and Technical Evaluation
Committees relating to the procurements, appointed by government institutions are
suitably qualified ; and

(e) Investigate reports of procurements made by government institutions outside
established procedures and guidelines, and to report the officers responsible for such
procurements to the relevant authorities for necessary action.

In order to discharge the above functions effectively the Commission is vested with powers as set
out in Section 156D of the Constitution quoted below:

Quote
156D
(1) The Commission may, by Notice in writing, require any person to,-

(a) Attend before the Commission, to be questioned by the Commission;
(b) Produce to the Commission, any document or thing in the possession or control of
that person and specified in such Notice.

(2) Every person who-

(a) Fails, without reasonable cause to appear before the Commission when required to
do so by a notice sent to him under paragraph (1);

(b) appears before the Commission in compliance with such a Notice, but refuses
without reasonable cause, to answer any questions put to him by the Commission ;
or

(c) fails or refuses, without reasonable cause, to produce any document or thing which
he was required to produce by a Notice sent to him under paragraph (1),

Shall be guilty of an offence and shall on conviction be liable to a fine not exceeding
one hundred thousand rupees or to imprisonment for a term not exceeding seven years,
or to both such fine and imprisonment.

(3) Every High Court established under Article 154P of the Constitution shall have
jurisdiction to hear and determine any matter referred to in paragraph (2).
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Unquote

The Commission is in the process of building capacity to effectively carry out its constitutional
mandate and is looking forward to working with you to develop an effective procurement system
for the Country.

We request that you

(a) Circulate this communication to all institutions identified in paragraph 3 of this letter that
are within your purview, and,

(b) Provide us with a list of all such institutions relating to your Office/Ministry under the
various categories together with the contact details and the names/designations of the heads
of such institutions.

Seetha Withanaarachchi,
Secretary General,
National Procurement Commission.

CC; Secretary General of the Constitutional Council
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The Short Term Assistance to Improve Public Financial Management Reform (STAIR
Project) is intended to support the broader USAID Sri Lankan Reform Agenda (SLRA).
The STAIR Project has the overall goal to promote “broad-based partnerships to
strengthen democratic and economic reform in Sri Lanka” through the following
objectives to contribute to:

a. More effective and democratic governance;
b. More inclusive economic growth.

The STAIR project is an integral part of the USG’s overall anti-corruption strategy to
support the GoSL in realizing democratic and economic reforms designed to reduce
corruption, improve governance, and stimulate economic growth and development.
USAID’s focus in the area of public accountability will be to increase the integrity and
transparency of Sri Lanka’s PFM systems and processes and, thereby, reducing
opportunities for corruption by strengthening prevention mechanisms. Strengthening
the governance enforcement and sanctions approaches will be the focus of other USG
agencies. Public awareness and civil society engagement is the third prong of a
comprehensive anti-corruption effort and should be an element of both prevention and
enforcement approaches in later programming.

The STAR Project provides technical assistance to support Public Audit and
Procurement Reform, specifically to:

a. Strengthen Public Procurement Systems;

b. Strengthen Capabilities regarding Procurement System& Activities;

c. Strengthen Parliament’s and Fiscal Analysis Capabilities;

d. Support Enhancements to Internal and External Audit;

e. Strengthen Civil Society and Media’s Public Financial Management
Engagement.

The Government Procurement Guidelines-2006 as amended (Goods, Works & Services) and
Government Procurement Guidelines on the selection of Consultants (2007) are the
procedural guidance applying to government procurement in Sri Lanka for the procurement
of goods, works, services, and consultancy services. Other regulations such as manuals and
Standard Bidding Documents (SBDs) are used to provide further guidance for the

2
FINAL



procurement process. The resulting framework embodies important principles such as
value for money, open and effective competition, ethics and fair dealing, and
accountability. Taking into consideration of new demands in public procurement and to
reflect subsequent policy decisions of the Cabinet of Ministers and circular instructions on
procurement issued by the Department of Public Finance, Government Procurement
Guidelines, and Procurement Manuals have been issued.

In the meantime, under the Chapter XIXB of 19th Amendment to the Constitution, the
National Procurement Commission has been established and the functions relating to
formulating fair, equitable, transparent, competitive and cost-effective procedures and
guidelines for the procurement of goods, works, services, consultancy services and
information systems by Government institutions and cause such guidelines to be published
in the Gazette is now vested with the National Procurement Commission.

To achieve these goals and objectives the STAIR Project has assisted the National
Procurement Commission to develop its Action Plan. The Action Plan will have a high impact
on enhancing the effectiveness, efficiency and transparency of the public procurement
system in Sri Lanka.

The Action Plan has 5 main activities and 25 sub activities. For each activity and sub-
activities are also provided:

a. Activities/tasks
b. Lead actor

c. Partner

d. Proposed action
e. Output

f. Time — deadline
g. Taken steps

h. Foreseen Budget

These activities are categorized as immediate, medium, and long-term actions. For each
sub-activity deadline for the implementation is given.
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Taking into consideration of the fact that nearly half of government budget is spent for
public procurements (According to the Annual Report - 2014 of the Ministry of Finance,
procurement expenditure under capital expenditure alone was LKR 616 billion), it is
believed that over a three-year period, should most of the immediate activities be
implemented with a certain degree of success, the resultant cost savings should be in the
range of 8 =10 % of the total public procurement budget. The biggest impact in budgetary
savings expected to be made with the introduction of the e-procurement. Obviously, this
is a figure that should be cautiously evaluated. Another output of the exercise should result
in @ more favorable environment for bidders to deal with the Government of Sri Lanka, as
all of the activities proposed will promote transparency and reliability.

All procurement guidelines and bidding documents of NPC should be in line with
international best practices of public procurement, such as WTO-GPA (Government
Procurement Agreement) while addressing to national objectives, in order to harness the
full potential of best practices.

FINAL



TIME - DEADLINE

financial resources for

NPC, in order to
strengthen the
independence and

sustainability

models;

(i) NPC to request from the
GoSL approval of the Concept
Document for self-funding
models;

-funding models is
prepared;

(iif) The GoSL has
approved the
Concept
Document for self-
funding models;

LEAD Immediate Medium Long TAKEN
Actions Actions Term
ACTIVITIESITASKS ACTOR PARTNER PROPOSED ACTION OUTPUT Actions STEPS FORESEEN
BUDGET
Key Activity: Functionality of NPC based on 19" Amendment of the (CHAPTER XIX-B) Constitution
Sub-activities:
(i) Strategic Direction | NPC Technical (i) NPC will prepare Strategic | (i) Vision, Mission | Q4/2016 Completed $5.000
Components for the assistance | Direction Components in line | and Objectives are
NPC in line with the from with the objective spelt out in | prepared;
objective spelt out in Donors the Constitution: Vision,
the Constitution: Mission and Objectives;
Vision, Mission and
Objectives;
(i) Developing ~self- (Diiz)ctlnF:gntto ?oerv elospelf(-:ffj)rr:(cjienpt (DIIg)cumentclfz)r:(:seephE
funding models of 9 Q2/2017 $ 25.000




0] Prepare the | NPC Technical (i) Technical assistance of | (i) Organizational | Q4/2016 Completed /
organizational assistance | USAID will prepare OS as a | Structure is
structure (OS) of the of STAIR | Draft; approved;
NPC; Project

(ii) Approval of the OS will be

made the Commission of the

NPC;
(i) Prepare the Job | NPC Technical (i) Technical assistance of | (i) Job description | Q4/2016 Completed /
Description for the assistance | USAID will prepare the job | for the NPC is
NPC, based on the of STAIR | description; prepared and
organizational Project approved;
structure: (i) Approval of the job

description will be made by the

Commission of the NPC;
(i) Recruitment of the | NPC GoSL (i) NPC shall recruit the support | (i) Support staff for | Q4/2016 In /
support staff for NPC. staff; NPC is recruited; Progress
Set  upthe  NPC
Secretariat in suitable (i) NPC should get | (ii) Policy paper to
premises and obtain independence to recruit outside | seek approval
the necessary office from public sector based on | from the CC for
furniture, equipment, market remuneration autonomy to

; . rmine market-

and infrastructure; (i) NPC will follow the Szzzd SaTarieaS; .

procurement procedure to

lease an office building and | (iii) Premises and

purchase office furniture and | necessary office

equipment; furniture for NPC

are ensured;
(i) Designing the | NPC Technical (i) NPC will propose the content | (i) Logo of the | Q1/2017 $ 3.000
LOGO of the NPC; assistance | of the LOGO. NPC is in place;
from
Donors

FINAL




0] Prepare the
Operational
Procedures  Manual
(OPM) of NPC;

NPC

Technical
assistance
of STAIR
Project

(i) Approval of the Operational
Procedures Manual will be
made by the Commission of the
NPC. Operational Procedures
Manual will  describe
administrative and financial
operations of NPC, Powers of
the Commission provided by
Section 156D, and organization
of meetings provided by
Section 156E of the
Constitution, delegation  of
financial authority and
accountability of Members of
NPC, Employees, and
consultants;

@) Operational
Procedures
Manual of NPC is
prepared and
approved;

Q4/2016

Completed

(i) Prepare the Code
of Ethics for Public

Procurement and
Declaration under
QOath;

(i) Develop and approve
procedures for Code of Ethics
for the members of the NPC,
Procurement Appeal Board,
TECs, TCs, consultants, and
procurement officers;

(i) Prepare the forms of
Declaration under Oath for the
NPC, Procurement Appeal
Board, TECs, TCs,
consultants, and procurement
officers;

(i) Document on
Code of Ethics and
forms of
Declaration under
Oath are in place;

Q1/2017

In progress

$ 55.000
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(i) Promotion
advertising  of
NPC;

and

the

NPC

Technical
assistance
from
Donors

(i) NPC will use all possible
means to increase awareness
among Public and Private
institutions, bidders and
general public relating to the
public procurement system in
the Country, as well as its
objectives, competencies and
responsibilities;

(i) Maintain a separate cell/
whistle-blower in the NPC to
receive public/stakeholder
complaints relating to
procurement process with strict
confidentiality.

(i) NPC to be
affrmed in the
whole country by
preparing and
implementing
comprehensive
communication
strategy;

(i)  Policy for
receiving and
dealing with
complaints is in
place;

Continuo
usly

Continuo
usly

Continuo
usly

$ 100.000

Key Activity: Review and Formulate Procurement Guidelines and complete the procurement legislative framework

Sub-activities:

(i) Review the existing

Procurement

Guidelines on

- Works

- Goods

- Services

- Consultancy
services

- PPP

Pharmaceutical

Information

Systems,

commodities

others;

and

NPC

Technical
assistance
from
Donors

(i) Procurement Guideline to be
in harmony with 156C.(1) of
CHAPTER XIX B of the
Constitution;

(i) Reviewed Procurement
Guidelines to be in line with
modern procurement
procedures, having in mind
sustainable procurement ect.;

(i)  Procurement
Guidelines are
reviewed and
approved;

Q3/2017

In progress

$ 500.000
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- (i) Review the

existing Bidders
guide
b. | () Introduce new | NPC Technical (i) Introduce new Procurement | (i)  Procurement Q4/2017 $90.000
Procurement assistance | Guidelines for local | Guidelines are
Guidelines to Local from government Procurements in | approved;
Government bodies; Donors order to comply with the GoSL
Procurement Guidelines;
c. | () Formulate fair, | NPC Technical (i) Based on Article 156C. (1) of | (i) Effective Q4/2017 In progress $ 150.000
equitable, assistance | the Constitution, NPC is the | procedures and
transparent, from responsible institution  for | guidelines, for the
competitive and cost- Donors preparing and formulating | procurement, are

effective  procedures
and guidelines, for the
procurement of goods,
works and services,
consultancy services
and information
systems and others
by government
institutions, in
accordance with best
international
practices;

(i) Formulate Bidders
Guidelines;

relevant Guidelines, Manuals
for public procurement in Sri
Lanka;

ii) Guidelines to be introduced
among others to:

- Facilities for the SMEs in
procurement activities, by
dividing contracts into lots,
and other facilities;

- Measures to promote
gender equality or diversity
on other grounds;

- Measures to recruit
differently able persons;

- Measures to meet the
government objectives
through procurement e.g.
reduce regional disparity,
protect domestic industries
etc.;

formulated;

FINAL




- Assist to introduce new
Guidelines for Provincial
Council Procurements;

(i) Undertake steps for | NPC Technical (i) NPC will select samples | (i) Procurement Q4/2017 $ 100.000
Procurement assistance | based on risk of procurement | Audits and follow
Audit/Post Review on from implementation of PE's and | y; actions are
selected samples; Donors & undertake post review; undertaken;
Others (i) Based on the Procurement
Audit Manual and
Procurement Audit Checklists,
AG will undertake independent
Procurement Audits, NPC will
monitor the corrective
measures taken by PE’s
pertaining to system’s
deficiencies reported by the
AG;
@) Formulate | NPC Technical () NPC will prepare | (i) The Contract Q4/2017 $150.000
procedures for assistance | regulations, standards on | Management
Contract from Contract Management to | Manual is
Management; Donors address the issues in contract | prepared and
administration, which describes | approved;
the steps from the signing of
contract until contract is
concluded successfully;
(i) Review the existing | NPC Technical | (i) NPC will review the existing | () SPDs are Q4/2017 $180.000
SBDs, SRFPs and assistance | bidding documents and | prepared, and
others bidding from develop new bidding | approved;
documents used for Donors documents;
government
procurement, and
approve SPDs.
10
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g. | (i) Prepare Instruction
to establish Separate
Procurement Units in
relevant Procurement
Entities

(ii) Establish separate
Procurement Service;

NPC

Technical
assistance
from
Donors

(i) NPC will take the initiatives
to establish Procurement Units
and issue instructions for the
function of Procurement Units,
which will unify the
Procurement function in
relevant PE s across the
country;

(i) NPC will take initiatives to
strengthen the present
Procurement Assistants
service with clear career path
to higher positions as a
separate discipline in the public
service dedicated to
procurement activities with the
approval of the authority;

(i) Instruction on
how to establish
Procurement Units
is prepared and
approved;

(i)  Procurement
Units in relevant
PE, are
established  with
clear Instructions
to monitor their
activities;

(i)  Procurement
Service is in place;

Q4/2017

$ 55.000

h. | () Prepare National
Procurement
Strategy;

NPC

Technical
assistance
from
Donors

0] Identify national
procurement strategy in line
with the macroeconomic
objectives, targets and
priorities of the country;

(ii) Meet with funding agencies
to get preliminary
understanding on how to
formulate a project with a view
to speedy funding for the first
phase of the NPC Action Plan;

(i) Submit a basic project
concept proposal to External
Resources Department
(ERD) in parallel to be in line

(@) Approved
procurement
strategy policy
paper with actions
is in place

Q3/2017

$ 280.000
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with donor conditions, loan
negotiations;

(iv) Obtain assistance from the
funding agencies themselves
or from people experienced in
dealing with funding agencies
to draft a project proposal for
submission through ERD;

(v) Include the funding required
for office infrastructure and
market-based remuneration in
the project proposal;

(vi) Apart obtaining donor grant
funds for implementation,
National Procurement Strategy
will serve as guidance for the

development of public
procurement system in Sri
Lanka;

3. | Key Activity: Fulfillment of Competences of NPC provided by the Constitution

Sub-activities:

a. | (i) Monitor and report | NPC Technical (i) Establish an interactive web | (i) Interactive Q4/2017 | Continuo $ 150.000
to the appropriate assistance | page system for monitoring PE | online web-based usly
authorities, on from procurement plans. monitoring system
whether all Donors is in place;
procurement activities (i) Until will be established
are based on interactive web page system | (ii) Approved
procurement plans monitoring procurement plans | Monitoring Manual
prepared in of PE will be performed | and the checklist,
accordance with traditionally.

12
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previously approved
action plans;

(iii) For monitored procurement
activities, NPC will prepare
Reports and notified the
appropriate authorities on all
procurement activities are
based on procurement plans
prepared in accordance with
previously approved action
plans.

(iv) Prepare the Manual and a
checklist for  Procurement
Monitoring and approve the
Manual with a checklist by the
Commission of the NPC;

(v) Do activities to establish an
on-line web-based monitoring
system;

(i) Monitor and report
to the appropriate
authorities on whether
all qualified bidders
are afforded an equal
opportunity to
participate in  the
bidding process;

NPC

Technical
assistance
from
Donors

(i) Establish an interactive web
page system for monitoring on
whether all qualified bidders
are afforded an equal
opportunity to participate in the
bidding process

(i) Until will be established
interactive web page system
monitoring  on whether all
qualified bidders are afforded
an equal opportunity to
participate in the bidding
process will be performed
traditionally.

(iii)For monitored procurement
activities, NPC will prepare

0] Monitoring
Reports of NPC
are prepared in
accordance with
the requirements
of Article 156C. (2)
of the Constitution;

Q4/2017

Continuo
usly

In progress

$ 25.000

FINAL
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Reports and notified the
appropriate  authorities  on
whether all qualified bidders
are afforded an equal
opportunity to participate in the
bidding process

(i) Monitor and report | NPC Technical (i) Establish an interactive web | (i) Monitoring Q4/2017 | Continuo | In progress $ 25.000
to the appropriate assistance | page system for monitoring on | Reports of NPC usly
authorities on whether from whether the procedures for the | are prepared in
the procedures for the Donors selection of contractors and the | accordance in
selection of awarding of contracts are fair | accordance with
contractors and the and transparent the requirements
awarding of contracts of Article 156C. (2)
are fair and (i) Until will be established | of the Constitution;
transparent; interactive web page system
monitoring on whether the
procedures for the selection of
contractors and the awarding of
contracts are fair and
transparent will be performed
traditionally.
(iii)For monitored procurement
activities, NPC will prepare
Reports and notified the
appropriate  authorities  on
whether the procedures for the
selection of contractors and the
awarding of contracts are fair
and transparent;
(i) Report on whether | NPC Technical (i) Generate Reports on | (i) Reporting from Q4/2017 | Continuo $ 25.000
members of assistance | whether members of | NPC in usly
procurement from procurement Committees and | accordance with
Committees and Donors Technical Evaluation | the requirements
Technical Evaluation Committees  relating to the | of Article 156C. (2)

FINAL
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Committees  relating
to the procurements,

appointed by
government
institutions are

suitably qualified;

procurements, appointed by
government institutions are
suitably qualified in accordance
with the procurement guideline,
and report to the relevant
institutions;

(d) of the
Constitution;

(i) Investigate reports
of procurements made

by government
institutions outside
established

procedures and

guidelines, and to
report the officers
responsible for such
procurements to the
relevant authorities for
necessary action;

NPC

Technical
assistance
from
Donors

(i) In cases where NPC
observes that reports of
procurements made by
government institutions are
outside established procedures
and guidelines, will report the
officers responsible for such
procurements to the relevant
authorities  for  necessary
action,

(i) Provide reports
and actions
against deviations
in accordance with
the requirements
of Article 156C (2)
(e) of the
Constitution;

Q1/2017

Continuo
usly

$ 25.000

Key Activity: Capacity building in

public procurement

Sub-activities:

FINAL




(i) Provide continuous
Training to different
levels of officers under
different aspects of

the procurement
process on  New
Procurement

guidelines/manuals;

(i) Provide Training to
the members  of
Procurement
Committee, Technical
Evaluation
Committees and ,
Procurement Officers

(iii)Provide awareness
to  Suppliers and
contractors on
Procurement
Principles and the
bidding process;

NPC

National
Training
Institutions
in Sri
Lanka
(SLIDA,
MILODA,
NIBM,  Sri
Lanka
Foundation
etc.) and
Internation
al Training
Institutions
with
Technical
assistance
from
Donors

(i) NPC shall prepare National
Procurement Training Plan to
impart required knowledge,
skills and inculcate right
attitudes in target groups;

(i) NPC in cooperation with
National Training Institutes
firstly to organize Training of
Trainers (at least 50
procurement trainers);

(i) Procurement trainers to
held training in the whole
country with the support of

NPC and National and
international Training
Institutions;

(iv) Training to become
mandatory for the Heads of
Procurement Units. Only to
persons who have satisfactorily
completed training, and pass
the exam will be equipped with
procurement professional
certificate;

(v)  Accredit Procurement
Committee and Technical

Evaluation Committees
members under different
thresholds;

(vi) Conduct national seminars
for  suppliers, contractors,
media and Consultants on how

0] NPC shall
prepare National
Procurement
Training Plan;

(i) Training for
procurement
officers, members
of PC, TEC in all
procurement
entities are
organized,;

(iii) Workshops for
awareness
suppliers,
contractors,
media, NGO, etc.
are organized,;

Q2/2017

Continuo
usly

$ 2.500.000

FINAL
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to submit successful
bids/proposals;

(vii) Organize public awareness
campaigns through media to
educate general public, interest
groups on the principles of
public procurement and its
impact on the level of Good
Governance of the country with
particular attention on to
provide information with a view
to curbing corruption in
procurement;

(viii) NPC will discuss with
academic/professional

institutions to further improve
the current teaching and
training in Public Procurement
as a separate subject in basic
degree and post graduate
curricular and coordinate with
such institutions to ensure the
quality of current Diploma
Programs conducted by
national training institutions
and to introduce higher level
qualifications. e.g.: Diploma/
Degree/Masters to generate
Procurement Specialists
required to the country;

Key Activity: De

velopm

ent of Web-site and e-GP system

Sub-activities:

FINAL




(i) Develop the Official | NPC Technical (i) NPC will launch a web-site | () NPC Website Q1/2017 Completed $ 2.500
Web-Site for Public assistance | and an electronic information | for Public
Procurement System from system to improve | Procurement is in
in Sri Lanka under Donors transparency in public | place;
NPC; procurement;
(i) Collect, analyze | NPC Technical (i) NPC will use the monitoring | (i)  Information’s Q4/2017 $200.000
and publish assistance | system to collect procurement | are collected,
information about from information from PE's | analyzed and
public  procurement Donors periodically published;
activities and awarded (i) With the establishment of
public contracts; the NPC web-site, the data
collection will be through
system;
(@) Introduction of the | NPC Technical (i) NPC will take initiatives | (i) e-GP is ASAP Q4/2019 $ 5.000.000
e-GP system; assistance | using a step by step approach | introduced;
from to introducing e-GP based on
Donors the road map;

(ii) E-GP will include e-auction,
e-catalogue, e-tendering, etc.
and communication within the
field of public procurement in
the country;

FINAL




Appendix VIII
Progress of Handling Complaints/Inquiries up to 1 st December 2016

2016 Status - No. of cases received

|

= Ministries = Govt.Institutes = Bidders = =

2016 No. of cases resolved

= Ministries = Govt.Institutes = Bidders =
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