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r. ;l; V. Somanathan, 1AS. ?ﬂf;",ymﬁ? 'p"”“‘ﬁ"‘
a inan
Cretary (Expenditure) Depariment of Exper::;‘nure
: N’“ﬁf WB , 74 R=-110001
_ ‘ orth Block, New Delhi-110001
[ ' ’ . Tel. : 23092929, 23092663
e . ng:23092546
-mail ; secyexp@nic.in
TR 00 v v ol A“C_S > Acd Website : www finmin.nic.in

D.O. No.9/4/2020-PPD

Q@g@ Dated 1 2" November 2020

Dear Chief Secretary, ("Tﬁ‘ﬁ"ﬂfae@am, H; g

The Government of India has reSewed YiiaR§tepresentations that, on account of
slowdown in economy due to the pandemic, there is an acute financial crunch among
many commercial entities and contractoys, which in turn is affecting timely execution of
- contracts, It has also been represented that this may affect the ability oficontractors to bid

in tenders and hence reduce competition. Requests are being received ;/reduction' in
quantum of various deposits which contractors are required to make ‘in the"Government
contracts.

q
“FA(AD) .
i %S 2. Keeping in view the above circumstances, the Govemnment of India has issued
" following instructions, which Wrcwith:

(i) _ Reduction in Performance Security from existincﬂ_{o 3% of the value of the
13. %), 2ot v T ) contract. ’ . _ .
N :%Fi\) No provisions regarding Bid Security should be kept in the Bid Documents in future

xL Tpm =" cand only provisions for Bid Security Declaration should be kept in the Bid

.q-d .t
s e Documentis. | ‘ - .
(iiiy No provision should be kept in the Bid Documents regardu?g Additional Secunty
Deposit/ Bank Guarantee (BG) in case of Abncrmally Low Bids.

3 State Governments are requested to kindly consider issuing similar instructions 1n

respect of procurement by the State Government, by State Government _public
ndertakings. local bodies and all agencics controHe:d by them.

Jneettaries, So s =
Jm/ NJL 'yz,ﬂAToU,

Yours sincerely. )

(T V. Somanathan)

%hief Secretaries of all States
" (Through email)
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¥ émail

e csup@nic.in

R ion i
eduction in quantum of various deposits by contractors in Government contracts.

From :
Subject :

To

K.NARAYANA REDDY <kn,teddy@gov.in>

Reduction i Thu, Nov 12, 2020 02:30 PM
uction in quantum of various depos;j
Government contracts. posits by contractors in &4 attachments

1 CS AP <cs@ap.gov.in>, Naresh Kumar <cs-

arunachal@nic.in>, Jishnu Barua IAS <¢s-assam@nic.|
Chief Secretary Bihar <cs-bihar@nic.in>, Chief sgqéig?:'
Office <csoffice.cg@gov.in>, Chief Secretary <cs-
goa@nic.in>, chiefsecretary@gujarat.gov.in, Mr VAL
VARDHAN <cs@hry.nic.in>, Anil Khachl <cs-hp@nic.in>,
cs-jandk <cs-jandk@nic.In>, Shri Sukhdev Singh <cs-
jharkhand@nic.in>, cs@karnataka.gov.in, Dr(Mr) Dr.
Vishwas Mehta Mehta <chiefsecy@kerala.gov.in>, Igbal
Singh Bains <¢s@mp.nic.in>, ¢s-madhyapradesh@nic.in,
cs@maharashtra.gov.in, cs-manipur <cs-manipur@nic.in>,
€S0-Meg <Cs50-meg@nic.in>, ¢s-mizoram <cs-
mizoram@nic.in>, Mr TALI TOY <csngl@nic.in>, Asit
Kumar Tripathy <csori@nic.in>, Chief Secretary, Punjab
<cs@punjabmail.gov.in>, Chief Secretary, Rajasthan <cs-
rajasthan@nic.in>, Prakash <cs-skm@hub.nic.in>, chief
secretary <cs-uttaranchal@nic.in>, cs@tn.gov.in, Somesh
Kumar IAS <cs@telangana.gov.in>, ¢s-tripura <cs-
tripura@nic.in>, CHIEF SECRETARY GoUP <csup@nic.in>,
chiefsec@wb.gov.in, Shri Vijay Kumar Dev
<csdelhi@nic.in>, Shri. Dineshwar Sharma IPS <lk-
admin@nic.in>, Praful Patel <administrator-dd@gov.in>,
Chief Secretary Andamans <cs-andaman@nic.in>, Chief
Secretary CS, Puducherry <cs.pon@nic.in>, cs-westbengal
<cs-westbengal@nic.in>

Cc : Sanjay Aggarwal <sanjay.aggarwale8@nic.in>

Sir/ Madam,

Please find attached D.0. No.9/4/2020-PPD dated 12.11.2020 alongwith the attachements.

Thanks & Regards
K. Narayana Reddy,
Deputy Secretary,
Ministry of Finance,

Department of Expenditure,

Procurement Policy Division,

516, Lok Nayak Bhavan,

New Delhi. RE: g
Phone:-24621305 , ‘ =,

C bra
Ay .
}‘."_ \ . "J?l_-;
- e,
. .’I-(“r .,‘V.;-..r'-l' ¥,
“lige )

Mobile-9711347714 |
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No. F.9/4/2020-PPD
Government of India
Ministry of Finance™ -

Department of Expenditure

Procurement Policy Division

512, Lok Nayak Bhawan, New Delhi
Dated the 12™ November 2020

OFFICE MEMORANDUM

e ————————

Subject: a;ifétk)mal Performance Security in case of Abnormally Low Bids
8 .

The. Govemment is in receipt of many representations that on account of
slowdown in economy due to the pandemic, there is acute financial crunch among
many commercial entities and contractors, which in tumn is affecting timely execution
of the contracts. It has also been represented that this may affect the ability of
contractors to bid in tenders and hence reduce competition. Requests are being
received for reduction in quantum of Security Deposits in the Govemment contracts.

2. In this context, it is noted that Additiohal Performance Security in case of
At_;n.onpally Low Bids (ALBs) is being taken from the contractors by various
Ministries/ Departments though there is no provision for the same in General

Financial Rules (GFRs) 2017 or the ‘Manuals for Procurement issued by this
Depariment.

3 As per para 7.5.7 of the Manual for Procurement of Goods 2017 issued by
this Department, an Abnormally Low Bid is one in which the bid price, in combination
with other slements of the Bid, appears so law that it raises matenial concems as fo
the capability of the bidder to perform the contract at the cffered price. Procunng
Entity may in such cases seek written clanfications from the bidder, including
detailed price analyses of its bid price in relation {o scope, schedule, allocation of
risks and responsibilities, and any other requirements of the bids document. If, after
evaluating the price analyses, Procuring Entity determines that the bidder has
substantially failed to demonstrate its capability to deliver the contract at the ofiered
price, the Procunng Enlity may reject the bid/ proposal. However, it would not be
gdvisable to fix a nonmative percentage below the estimated cost, which would be
automatically be considered as an abnommnally low bid. Due care should be taken
while formulating the specifications at the time of preparation of bid document so as
to have a safeguard against the submission of abnermally low bid from the bidder.

4. Inview of above, it is reiteratsd that no provisions should ba kept in the
Bid Documents regarding Additional Security Deposit/ Bank Guarantze (BG) in
case of Abnormally Low Bids.

5. Wherever, there are compelling circumstances to ask for Additional Security
Deposit/ Bank Guarantee (BG) in case of ALBs, the same should be taken only with
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the approval of the next h ‘
pher authority to the authority competent to finafise the
particular tender, or the Secrotary of the Ministry/ Department, whichever is lower,

6. These instructions will be o ;
pplicable for all kind ents viz.
Consultancy, Works, non-consulting Sewlcesogt::’,' Kiic#iof prooureeis vics ety

kM,
(Kotiurumana Rﬁ?ﬁ?)—_

Deputy Secretary to the Govt. of India
Tel: 24621305
Email: kn.reddy@gov.in

To,

All the Secretaries and Financial Advisers to Government of India

Copy to: Secretary, Depariment of Public Enterprises with a request to issue the
same Instructions to Central Public Sector Undertakings (CPSUs).

|

/
ki
4
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No. F.0/4/2020-PPD
Government of Indla
Ministry of Finance
Departrent of Expenditure
Procurement Policy Division

512, Lok Nayak Bhawan, New Delhi
Dated the 12" November 2020

OFFICE MEMORANDUM

Subject; Periorman::e Security.

As per Rule 171 of General Fj i
s ‘ ) Financial Rules (GFRs) 2017, Performance
g;%ff,',? &;fsﬁ?e?e tc»btamed from the successful bidder awarded the contract for an
i ; 0 {en percent of the value of the contract to ensure due performance
i ::: N?:;.ugin;liarp provisions alsa exist in the Manual for Procurement of Works
) or Procurement of Consultancy & i i
ths Degartmont y & other Services 2017 issued by

2. The_Govemment is in receipt of many representations that on account of
slowdown in ec_onomy_due to the pandemic, there is acute financial crunch among -
many commercial entities and contractors, which in turn is affecting timely execution

of the contracts. It has also been represented that this may affect the ability of |

contr;sc!ors to bid in tenders and hence reduce competition. Requests are being
received for reduction in quantum of Security Deposits in the Government contracts.

3. In view of all above, it is decided to reduce Performance Security from
existing 5-10% to 3% of the value of the contract for all existing contracts.
However, the benefit of the reduced Performance Security will not be given in the
contracts under dispute wherein arbitration/ court proceedings have béen alfeady

started or ate contemplated. :

4. Further, all tenders/ contracts Issued/ concluded till 31.12.2021 should also
have the provision of reduced Performance Security.

5. In all contracts where Performance Security has been reduced to 3% in view
of above stipulations, the reduced percentage of Performance Security shall
continue for the entire duration of the contract and there should be no subsequent

increase of Performance Security even beyond 31.12.2021.

Similarly, in all contracts entered into with the reduced percentage of
Performance Security of 3%, there will be no subsequent increase in Performance

Security even beyond 31.12.2021.
6. Wherever, there is compelling circumstances to ask for Performance Secutity

in excess of three percent as stipulated above, the same should be done only with
the approval of the next higher authority to the authority competent to finalise the
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7. These instructions will be applicable for all kinds of procurements viz, Goods,

Consultancy, Works, non-consulting Servi issued under R
e GFRS 2017, g Services etc and are 1 Rule 6(1) of

Y

(Kotluru Narayana Réddy)
Deputy Secretary to the Govt. of India

Tel: 24621305
Email: kn.reddy@gov.in

To,

All the Secretaries and Financial Advisers to Government of india

Copy to: Secretary, Department of Public Enterprises with a request to issue the
same instructions to Central Public Sector Undertakings (CPSUs).
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particular tender, or the Secretary of ‘Ihe Ministry/ Department, whichever i
. : ' risl
Specific reasons justifylng the exception shall be recorded. o

7. These instructions will be applicable for all ki i
, ) nds of procur ements viz. Goods,
Consultancy, Works, non-consulting ‘Services etc and are issuad under Rule 6(1) of the

GFRs 2017.
(Kotlun{Narayana eddy)
Deputy Secretary to the Govt. of India
Tel: 24621305
Email: kn.reddy@gov.in
To,

All the Secretaries and Financial Advisers to Government of India

Copy to: secretary, Department of Public Enterprises with a request to issue the
<ame instructions to Central Public Sector Undertakings (CPSUS). ‘

M
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