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F.No. NESTS/Civi/EMRS Order/140/2021-22 Date: 18.05.2022

To,
CMD/MD/CEO

HSCL/B&R/WAPCOS/TCIL/MANIDCO/EPIL/NPCC/MTDC

Subject: Abnormally low bid -reg.

Sir,

| would like to draw attention towards the subject cited above and to say that PSUs shall ensure
quality of construction works especially in cases wherein abnormally low bids are being quoted by the
bidders.

In this context, Department of Expenditure (DoE) OM No 12/17/2019-PPD dated 06.02.2020 (enclosed)
on the subject of “Predatory Pricing/Abnormally Low Bids” is cited wherein it is stated as follows (verbatim):

“It has come to the notice of this department that procurement entities are facing difficulties in finalization
of tenders, in cases of predatory pricing/abnormally low bids. In this connection, para 7.5.7 of the Manual
for Procurement of Goods, 2017 issued by Department of Expenditure is being reiterated for information:

An Abnormally Low Bid is one in which the bid price, in combination with other elements of the Bid, appears
so low that it raises material concerns as to the capability of the bidder to perform the contract at the
offered price. Procuring Entity may in such cases seek written clarifications from the bidder, including
detailed price analyses of its bid price in relation to 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 offered price, the Procuring Entity may reject the bid/proposal. However, it would not be advisable to
fix a normative percentage below the estimated cost, which would be automatically be considered as an
abnormally 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 abnormally low bid from the bidder.”

Relevant circulars of Ministry of Finance such as DoE OM No 9/4/2020-PPD dated 12.11.2020 (enclosed)
on the subject- “Additional Performance Security in case of Abnormally Low Bids-(ALBs)" and other extant
circulars/guidelines of Govt of India in this regard may also be adhered to while dealing with ALBs. As per
Para 5 of the order no provision should be kept in the bid documents regarding additional Security
Deposit/Bank Guarantee in case of abnormally low bid.

However, para 5 of said order also says “Where there are compelling circumstances to ask for additional
Security Deposit/Bank Guarantee in case of ALBs same should be kept with the approval of next higher
authority to authority competent to finalize particular tender of Secretary of Ministry/Department, whichever
is lower.”

It is seen that rate quoted by agencies for EMRS works in many cases are abnormally low, 15-25 % below
the estimated cost. Abnormally low-rate tenders may affect the quality and timely completion of work. In
some cases, it has also happened that contractors had quoted 15-25% below the estimated cost and later
they have backed out from the work resulting in re-tendering and further delay the project.




As you are aware that he EMRS project is a time bound project, in which constriction of 452 schools is
required to be completed in a time bound manner. Therefore, competent authority in the PSU may decide
for additional Security Deposit/ Bank Guarantee measure in light of para 5 of DoE OM dated 12.11.2020
in the true spirit to avoid impractical and non-serious bids as a special case. This would also result in
quality construction and timely completion of work. In this regard, the Government of Odisha vide office
memorandum dated 05.04.2021 has also adopted provision of Additional Performance Security (BG) in
respect pf abnormal bid. Further in case of abnormally low bid, the PSU may decide the tender judiciously
in the interest of work.

Yours faithfully,

(Asit Gopal)
Commissioner (NESTS)



No.F.12/17/2019-PPD
Government of India
Ministry of Finance
Department of Expenditure

Procurement Policy Division
*kkkk

Room No.512, Lok Nayak Bhavan,
New Delhi dated the 6" February, 2020.

OFFICE MEMORANDUM

Subject: Predatory Pricing/ Abnormally Low Bids — Reg.

It has come to the notice of this Department that procurement entities are
facing difficulties in finalization of tenders, in cases of predatory pricing/ abnormally
low bids. In this connection, para 7.5.7 of the Manual for Procurement of Goods,
2017 issued by Department of Expenditure is being reiterated for information:

An Abnormally Low Bid is one in which the bid price, in combination with
other elements of the Bid, appears so low that it raises material concems as to
the capability of the bidder to perform the contract at the offered price.
Procuring Entity may in such cases seek written clarifications from the bidder,
including detailed price analyses of its bid price in relation to 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 offered price, the Procuring Entity may reject the
bid/proposal. However it would not be advisable to fix a normative percentage
below the estimated cost, which would be automatically be considered as an
abnormally 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 abnormally low bid from the bidder.

/(,W,AQATR/
(Kotluru Narayana'Reddy)

Deputy Secretary to the Gowt. of India
Tel.No.24621305

Email: kn.reddy@gov.in
To,

Secretaries of all Central Government Ministries/ Departments




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

Subject: Additional Performance Security in case of Abnormally Low Bids
(ALBs).

The Government 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 turn 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 Government contracts.

2. In this context, it is noted that Additional Performance Security in case of
Abnormally 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
Department.

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 elements of the Bid, appears so low that it raises material concerns as to
the capability of the bidder to perform the contract at the offered price. Procuring
Entity may in such cases seek written clarifications from the bidder, including
detailed price analyses of its bid price in relation to 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 offered
price, the Procuring Entity may reject the bid/ proposal. However, it would not be
advisable to fix a normative percentage below the estimated cost, which would be
automatically be considered as an abnormally 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 abnormally low bid from the bidder.

4. In view of above, it is reiterated that no provisions should be kept in the
Bid Documents regarding Additional Security Deposit/ Bank Guarantee (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




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.

K i ngél_ :

(Kotluru Narayana Rﬁﬁm
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).



242838/2022/NESTS-JC (BCR) GOVERNMENT OF ODISHA
WORKS DEPARTMENT

~bL-9,9)
No.07556000052021_ 1959 s eruvansewsr. Dated. the 2~ |1 ded
Subject -Additional Performance Security in case of Abnormally Low Bids (ALBs).

Additional Performance Security (APS) 1s being obtained from the Successful Bidder
mmwmnmmmnmmamummmmmemmmma
differential cost e estimated cost put to tender minus the quoted amount in shape of Term

Deposit Receipt pledged in favour of Divisional

Officer/Bank Guarantee in favour of the

mwmmmmmmmmmnmmmmnym
local branch at Bhubaneswar within seven days of issue of Letler of Acceptance (LoA) by the
Drvisional Officer (by e-Mail) to the successful bidder otherwise the bid of the successful bidder
shall be cancelled and the Eamest Money Deposit/ Bid Security shall be forfeited  Further,
proceeding for Biackiisting shall be initiated against the bidder as per amendment to Para 35 5
(v) of OPWD Code. Volume-! vide Works Department Office Memorandum No 14450/W dated

2000 2018

2 The State Government s in receipt of many representations that on asccount of
Mmhmmydm:ahpMcW&ﬁ.Mlemamm
many contractors. which in turn is affecting timely execution of the contracts. It has also been
represented that this may affect the abiity of the contractors to bid in tenders and hence reduce
competition. Requests are being recemved for reduction in gquantum of Additional Performance

Security in the Government Contracts.
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SiNo demm Additional Performance Security 10 be
estimated cost put to tender and Bid deposited by the successful biddar
amount
i Below 5% NoAddnmaPufmmmSemy }
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" TFm“aMabonaMbuhwiﬂ ' 50% of (Difference between estimated
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i | From 10% and above

150% of (Difference between oﬂ-mml
mﬂp&lloleﬁduandﬁidl\motmt) g

4 This sha'l take effect from the date of issue of this Office Memorandum
5 The codal provision exists in Works Department Office Memorandum No 144500 dated
zomzowmmmmnmummemd&mmmwmolmm

Memaorandum

By of Governor

T 4

(Dr. Krishan Kumar) S Jgy
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242838/2022/NESTS-JC (BCR) e L

Memo No W5ée /W., Dated .2.5' ll"ﬂfi‘ "

Copy forwarded to Private Secretary to Hon'ble Chief Minister, Ogisha/Private Secretary
to Hon'ble Minister, Works, Steel & Mines, Odisha for kind information of Hon'ble Chief Minister,
Odisha & Hon'ble Minister, Works, Steel & Mines, Odisha. S gk )
FA-cum-Additional Secretary to m\em
Memo No Wsé| w,Dated_ 2 -3 | L
Copy forwarded to OSD to Chief Secretary, Odisha/St Private Secretary to
Development Commissioner-cum-Additional Chief Secretary, Odisha/ Sr. Private Secretary 10
Principal Secretary, Fnance Department for kind information of Chie! Secretary/Development
Commussioner-cum-Additicnal Chief Secretary/Principal Secretary. Finance Department

g S
FAmmmmrsmmm:ﬂ
MemoNo U5 EZ MW.Dated D -U-Jed |

Copy forwarded to the Principal Accountant Genaeral (ASE). Odsha
Bhubaneswar/Principal Accountant General (EE&RSA), Odisha Pur Eranch, Puri for information

and necessary action - 'sz dm”&]
FA-cum-Addtiona! Secretary to
MemoNo__ 1563 M. Datea 5 -U-Je|
Copy forwarded to All Departments of Government/ Managing Director, OB&CC Lid
Bhubaneswar/Managng Director. OCC Lid Bhubaneswar/Managing Director, OSPHEWC,
Bnubaneswar for informat.on and necessary action .

FA-cum-Additional wwm;)‘
MemoNo_ 15 61 . Dated D - 2¢2
Copy forwarded to EIC (Cwil), Odisha/EIC (Buildings), Odishw/EIC. Water Resources,
Odisha/EIC (Rural Works), Odisha/All Chief Engineers. under the Administrative Control of
Works Department, R D Department, Water Resources Department ad H&UD Department/All
Superintending Engineers (under Works DepartmentyAll Executive Sngineers (under Works
Department) for information and wide circulation among subordinate o'fices

';’""""C,.é;x I;ﬂ 12
FA-cum-Additional o t
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