
To

2. Chairman/ Managing Directors of all power sector CpSUs.

Subject: Three O.M. No.9/4/2020-ppD, dated 12.11.2020

No. 3 t7 l2U7 -f rans-pt(6)
Government of lndia

Ministry of power
Shram Shakti Bhawan, Rafi Marg, New Delhi-1 10001

Dated, 23rd March,2O2i

Additional chief secretaries/ pr. secretaries/ secretaries of power/ Energy
Departments of arr states/ UTs and heads of power sector organisatioii
under States/ UTs.

of Ministry of
Finance (D/o Expenditure) regardi ng- (i) Performance Security, (ii)Bid Security/ Earnest Money Deposit; and ( iii) Additionat
Performance Security in case of Abnormally Low Bids (ALB),
respectively.

(r,

(ii)

(iii)

Sir,
I am directed to refer to three office Memorandums, aI bearing No. gr4t2o2o-

PPD and dated 12.11 2020 (copies encrosed), issued by the Ministry 6f Fin;n;;iDio
Expenditure), Govt. of lndia, on the following subjects: '

Reduction in Performance Security from existing 5-10% to 3% of the varue of
the contract.
in place.of Bid security, onry provisions for Bid security Decraration shourd be
KepI rn the tuture bid documents
No provrsion to be kept in the Bid Documents regarding Additionar security
DeposiVBank Guarantee (BG) in case of Abnormaliy Low-BiOs.

2.- rn this regard, it is requested to provide reraxation as suggested in theaforesaid o,M.s of Department of Expenditure for power projects oeirif imptemenieo
under State/UT Government.

3. This issues with the approval of Competent Authority.
Yours faithfullv.

@aLE
e'AftL,fP4,

Encl. as stated

Under Secretary to the Govt. of lndia
Tele Fax: 011-23325242

Copy to: E-mail: transdesk-mop@nic in

1. Chairpersons of all SERCs/ JERCs.
2. Chairperson, CEA, New Delhi.3 ?9.Iq_!ql'ote MoSp(tC)/ Sr. ppS/ pps/ pS to Secretary(power)/ AS(VKD)/AS(SKGR/ AS&FA/ Sr. Advisor/ Ail JSs/ Ch. Enginee(ii,y nrr bir".iorrli

MoP.
4. Technicar Director, Nrc, Mop- with the request to host this retter on thewebsite of Mop.



No. F 9/4/2020-ppD
Government of lndia
Ministry of Finance

Department of Expenditure
Procurement Policy Division

OFFICE ME MORANDUM

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

Su bject: Performance Secu rity.

As per Rule 171 of General Financial Rules (GFRs) 20.17, performance
security is to be obtained from the successfur bidder lwarded the contract for anamount of five to ten percent of the value of the contraci to ensure Or. perforran"lof the contract similar provisions also exist l. t" rv"rr"r for procurement of works2019 and Manuar for procurement of consurtancy aotrrer services ioii'iJ*ijj'tvthis Department.

2. The Government is in receipt of many representations that on account ofslowdown in economy due to the pandemic, in"rJ i" *rt" financial crunch amongmany commercial entities and contractors, which in turn is affecting ti;"r;r;;ti;;of the contracts rt has arso been r"pr"""ntJ inrt ini" may affect the abirity ofcontractors to bid in tenders and hence ,."or"u 
"o-p"irtron. Requests are beinoreceived for reduction in quantum of security D;p".ii; i;;; G"""]"'r""i"".rr.Jr.l'

3. ln view of all above, it is decided to reduce performance Security fromexisting 5-10% to 3% of the varue of ih"-;;;ir;"t for a, existing contracts.However, the benefit of the reduced p"rrorrrn".'i"l-rrity wi not be given in thecontracts under dispute wherein arbitration/ .ourt pro.""iing. n"r" bJ"" ,r;u"lista(ed or are contemplated.

4' Further, al tenders/ contracts issued/ concruded tilr 31.12.2021 shourd arsohave the provrsion of reduced perrormanc" iu;;;i;. -"-

5 ln a'contracts where performance security has been reduced to 3% in viewof above stipurations, the. redrrced pe,centajJ o?- ierformance security sha,continue for the entire duration ot tne lontracilno in"r" shourd be no subsequentincrease of performance Security uu.n U"yono':i .ii'{d.
Similarly, in all contracts entered into with the reduced percentage ofPerformance Securitv of 3ol., there wif f Oe no'suOsequent increase in performance

Security even beyond 31 .12.2021 
rv vuewvYuur

6 wherever, there is compeling circumstances ro ask for performance securityrn excess of three percent as stipulated aoov.. ine ."rL rnorro be done onry withthe approvar of rhe next nigner authority i" iht'i,itt"liiv competent to finarise the



\

particular tender, or the secretary of the Ministry/ Department. whichever is lower.
Specific reasons .justifying the exceplion shall be recorded.

7. These instructions will be applicable for all kinds of procurements viz. Goods,
consultancy. works, non-consulting services etc and are issued under Rure 6(1) of the
GFRs 2017

(Kotlu Narayana v)
Deputy Secretary to the Govt. of lndia

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

To,

All the Secretaries and Financial Advisers to Government of lndia

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



6. The above instructions will
31.12.2A21 .

No F.9/4/2020-PPD
Government of lndia
Ministry of Finance

Department of Expenditure
Procurement Policy Division

5'12, Lok Nayak Bhawan, New Delhi
Dated the 'l2th November 2020

OFFICE MEMORANDUM

be applicable for all the tenders issued till

Subject: Bid Security/ Earnest Money Deposit.

The Government is in receipt of many representations that on account of
slowdown in economy due to the pandemic, ihere rs acute financiar cruncrr among
many commercial entities and contractors, which in turn is affecting timely executioi
of the contracts. lt has also been represented that this may aiect thl ability of
contractors to bid in tenders and hence reduce competition. Requests are biing
received for reduction in quantum of security Deposits in the Government contracts.

2. As per Rule 170 of General Financial Rules (GFRs) 2O1l , Micto and Small
Enterprises (MSEs) and the firms registered with concerned Ministries/ Departments
are exempted from submission of Bid security. Further, in lieu of Bid Security,
Ministries/ Departments may ask bidders to sign i'Bid security Declaration,, accepting
that if they withdraw or modify their bids during period of validity etc., they will bE
suspended for the time specified in the tender documents. similar provisions also
exist in the Manuals for Procurement of works 20ig and Manual for irrocurement of
Consultancy & other Services 2017.

3. ln this context it is noted that Bid Security (also known as Earnest Money
Deposit) is strll being taken from the contrattors by the various Ministriesi
Departments though the relaxations have already been provided in General
Financial Rules (GFRs1 2017.

4 ln view of above, it is reiterated that notwithstanding anything contained in
Rule 171 of GFRs 2017 or any other Rule or any provision contained in the
Procurement Manuals, no provisions regarding Bid security should be kept in
the Bid Documents in future and only provision for Bid Security Declarition
should be kept in the Bid Documents.

5. Wherever, there are compelling cjrcumstances to ask for Bid Security, the
same should be done only with the approval of the next higher authority io the
authority competent to finalise the particular tender or the secretary of the ir/inistryl
Department, whichever is lower.



T These instructions wiir be appricabre for a, kinds of procurements viz. Goods,

fi:t|flr;!,,yorks 
non-consurilns Services 

"t; 
;;;;; issued under Rure 6(.1) of

{".,.-
(Kotluru Narayana v)Deputy Secreta ry to the Govt. of lndia

Tet:2462130i
Email: kn. reddy@gov.in

To,

All the Secretaries and Financial Advisers to Government of lndia

copy to:. Secretary, Department. of pubric Enterprises with a request to issue thesame instructions to Centrat pubtic Sector U^o"rtJfi"g, ibpSU.l.



No. F.9/4/2020-ppD
Government of lndia
Itrlinistry of Finance

Department of Expenditure
Procurement policy Division

OFFICE MEMO RANDUM

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

subject: Additionar performance security in case of Abnorma y Low Bids(ALBs).

The Government is in receipt of many representations that on account ofslowdown in economy due to the pandemic, inur" is ,"rt" financial 
"rr""h;;;;many commerciar entities and contractors, which in turn is affecting ti*.iv 

"r*utioiof the contracts. lt has atso been represented tfrai ifrls .ry ,fr"|t if.,," ,t,i,r;;contractors to bid in tenders. and hence.reduce competition. Requesti ,i" nlirsreceived for reduction in quantum of security oeposiG iI the Government contracts.

2' ln this context, it is noted that Addirionar performance security in case ofAbnormally _Low Bids (ALBs) is being take; fr; -ihe 
contractors by variousIvlinistries/ Departments though there is no provision for the same in GenerarFinancial Rures (GFRs) zo11 or tne ManuaL ioi procurement issued by thisDepartment.

3 As per para 7 .5.7 0f the Manuar for procurement of Goods 2017 issued bythis Department, an Abnormatty Low Bid is one in whici tne bid price, in combinationwith ather erements of the Bid, appears so tow that it raises mateiar concerns as tothe capability of the bidcler to ps6or* the contract at the offered pro,". iii"iriigEntity may in such cases seek written ctarifications from tne Oiiiir, l*t;;;;;detailed price anaryses of its bid pice in retatiott to icope, schedure, aflocation ofrisks and responsibitities, and any other requirii"il" ii tne bids document. lf, afterevaluating the price analyses, procuing'Entity detirmines that the b;i;;r-;;;substantiaily faired to cremonstrate its cap"aoiity io iiiii, tn" contract at the offeredpri,ce t,h.e Pro-cunng Entity may reject the ti& proporii. However. it woutd not beadvisable to fix a normative percentage betow'the' estimated cost, which wourd beautofiatically be considered as an abnormally low bid Due care shautd be takenwhile formulating the specifications at the timi of ptrepiratian of bid document so asto have a safeguard againsf the submrssib n or anioriiity tow bid from the bidder.

1. _ ln view of above, it is.reite.rated that no provisions should be kept in theBid Documents regarding A-dditionar security 'Deposru 
eank curontuJ ie6i incase of Abnormally Low Bids.

5 wherever, there are compering circumstances to ask for Additionar securityDeposiu Bank Guarantee (BG) in cas6 of ALBs, tne same shourd be taren oniy witi



the approval of the next higher authority to the authority competent to finalise the
particular tender, or the Secretary of the Ministry/ Department, whichever is lower.

6. These instructions will be applicable for all kinds of procurements viz. Goods,
Consultancy, Works, non-consulting Services etc.

(Kotluru Narayana dv)
Deputy Secretary to the Govt. of lndia

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

To,

All the Secretaries and Financial Advisers to Government of lndia

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


