
No. DPEi 7(4)/2017-Fin.(Pa rt-I)
Govcrnrnent of Ind ia

Ministry of [Iear'1, Industries& Public Interprises
Dcpartment of Public [lnterprises

*****
Public Dnterprises Bhawan

Illoch No.l4, CGO ComPlex
Nerv Dclhi - I10003

Datel4tovember' 202o

O['FICI.] MENIORANDI.JM

Sub.: D/o Expenditure OMs No.9/4/2020J'PD dated 12.11.2020 on Additional Performance

Security in case of Abnormally Low llids, Bid Securitl' /l4arnest N'loney Deposit anrl

Performance Security-rega rding

The undersigned is directed to enclose l)epaftment of Expenditure's (DoE) OMs on the

fbllowing rratters fbr infornration and compliance by CPSEs:

(i) Reduction in Performance Securitl' from existing 5-10% to 3% of the value of thc

corrtract. (Do, OM No.9/4/2020-PPD dated 12.I 1.2020)

(ii) No provisions regarding Bid Security should be kept in the Bid Documents in f'uture and

only provisions for Bid Security Declaration should be kept in the Bid Documents. (Do[
Ot[ No.9/1/2020-P l'D dated 12.1 1.2020\

(iii) No provision should be kept in the Elid Documents regarding Additiorral SccLrrity

Deposit/ Banl< Grtarantee (BG) in case of Abnornrally Low Bids. (DoE OM No 9/1/2020-

PPD dated 12.1 I .2020)

2. All the adlninistrative Ir4inistries/ Departments of CPSEs are requested to ensure

courpliance ofthe directions issued by DoE by CPSEs under their administrative contlol.

3. 'lhis issues rvith thc apploval ofcorrpetent authority.

Encf .: (DoE's 3 OMs No. 91412020-PPD dated 12.1 L2020)

To
i) All the Secretaries to the Adrrinistrative M inistries/Departments of CPSEs

ii) Chief Executives of CPSEs

Copy fbr infonnation to:
Secretary, D/o Expenditure, North Block, Nerv Delhi

ffin,
Director

'l'el.2436206l,





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

Departrnent of Expenditure
Procurement Policy Division

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

9EflSE.U.EMA8ANPW

Subject: Performance Security.

As per Rule 171 of General Financial Rules (GFRs) 2017, Performance
Security is to be obtained from the successful brdder awarded the contract for an
amount of five to ten percent of the value of the contract to ensure due pedormance
of the contract. Similar provisions also exist in the Manual for Procurement of Works
2019 and Manual for Procurement of Consultancv & other Services 2017 issued by
this Department.

2. fhe Government is in receipt of many representations that on account of
slowdown in economy due to the pandenric, there is acute financial crunch among
many commercial entities and contractors, which in turn is affecttng 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 belng
received for reduction rn quantum of Security Deposits in the Government contracts.

3. ln view of all above, it is decided lo 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 been already
started or are conlemplated.

4. Fufther, all tenders/ contracis issued/ concluded fll 31 .12.2021 should also
have the provision of reduced Performance Security.

5, ln all contracts where Performance Security has been reduced to 3% in view
of above stipulations, the reduced percenlage 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
Pedormance Security of 3%, there will be no subsequent jncrease in Performance
Security even beyond 31 .12,2021.

6. Wherever, there is compelling circunrstances to ask for Performance Security
in excess of three percent as stipulated above, the same should be done only with
the approval of the next higher authorily to the authority competent to finalise the



particular tender, or the Secretary of the Ministry/ Department, whichever is lower.
Specific reasons justifying the exception 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 Rule 6(1) of the
GFRs 2017.

1' u^, 1' ,1.,u{ "(Kotluru Narayana freOUy)
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 wiih a request to issue the
san're instructions to Central Public Sector Undertakings (CPSUS).



No. F.9/4/202O-PPD
Government of lnd ia
Ministry of Finance

Department of Expenditure
Procurement Policy Division

5'1 2, Lok Nayak Bhawan New Delhi
Dated the '12rh November 2020

OFFICE MEMORANDUM

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, there is acute financial crunch among
many commercial entities and contractors, which in turn is affecting timely execution
of the contracts lt 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 reductron in quantum of Security Deposits in the Government contracts.

2. As per Rule 170 of General Financial Rules (GFRs) 2017, Micro and Small
Enterprises (MSEs) and the firms registered with concerned Min stries/ Departments
are exempted from submission of Bid Security. Further, in lieu of Bid Security,
Ministries/ Departments may ask bidders to sign "Bid Security Declaration" accepting
that if they withdraw or modify their bids during period of validity etc., they will be
suspended for the trme specified in the tender documents. Similar provisions also
exist in the Manuals for Procuremenl of Works 2019 and Manual for Procurement of
Consultancy & other Services 2017.

3. ln this context it is noted that Bid Security (also known as Earnest Money
Deposit) is still being taken from the contractors by the various Ministries/
Departments, though the relaxations have already been provided irr General
Financia I Rules (GFRs) 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 contalned in the
Procurement Manuals, no provisions regarding Bid Security should be kept in
the Bid Documents in future and only provision for Bid Security Declaration
should be kept in the Bid Documents.

5. Wherever, there are compelling circun-rstances to ask for Bid Security, the
same should be done only with the approval of the next higher authority to the
authority competent to finalise the particular tender or the Secretary of the Ministryi
Department, whichever is lower.

6. The above instructions will be applicable for all the tenders issued till
31.12.2021.



7. -these 
instructions wirr be appricabre for all kinds of procurements viz. Goods,

consultancy, works, non-consurting services etc and are issued under Rule 6(1) of
the GFRs 201 7

(Kotluru Narayana Reddy)
Deputy Secretary 10 the Govt. of lndia

ret 24621305
Email: kn.reddy@gov.in

To,

All the Secretaries and Financial Advisers to Government of lndia

copy to: secretary, Depa(ment of pubric Enterprises with a request to issue the
same instructions to Central public Sector Undertikings (CpSUs).



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

Department of ExPenditure
Procurement Policy Division

512, Lok Nayak Btlawan. New Delhr

Dated the 121' November 2020

oFFr E UEIyI9RANQUE

Subject: Additional Performance Security in case of Abnormally Low Bids

(ALBs).

TheGovernmentiSinreceiptofmanyrepresentationsthatonaccountof
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

ofthecontracts.|thasalsobeenrepresenteclthatthismayaffecttheabilityof
contractors to bicl in tenders and lrence reduce competition Requests are being

received for reduction in quantum of security Deposits in the Government contracts

2. ln this context, it is noted that Additional Performance Security in case of

Abnormally Low Bids (ALBs) is being taken flom the contractors by varioLts

Ministries/ Departments though there ts no provision for the same in General

Financial Rules (GFRs) 2O1i 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 Depariment, an Abnormally Low Bic! is one in which the bid price, in combtnation

wittt other etentents of the Bid', appears so low lhat it raises malerial concerns as lo

the capability of the biclder to p'eiffornt the contract at the offered price' Procuring

Entity may'in such cases seek written clarifications from the bidder, includittg

ietairca piice analyses of its ttid price in retatiotl to scope, schedule, a1ocatiqt of

risks and responsiblf es, ancl any other requirenerts of the bi.ls document. lf, after

eiaiuating tie price analyses, 
'Procuring 

Entity ctetermine.s thaf lhe bidder has

suastantitty faiied to clemonstiate its cafab1ity io de1ver the contract at the offered

price, the brocuring Entity may reiect the bicl/ proposat However, it wottld rtot be
'aclvisable 

to fix a iorntative percentage below the estimated cost, which woltld be

atrtomatically be considered as an abnormatly low bid. Due care sllould t'e taken

while formuiatin.cl the specificatiotls at the tirne of trtreparation of bid docuntent so as

to have a safegiard againsf the subnrlsslo n of alsronnally low brd front the bidder.

4. ln view of above, it is reiterated that no provisions should be kept in the

BidDocumentsregardingAdditionalsecurityDeposiUBankGuarantee(BG)in
case of AbnormallY Low Bids.

5'Wherever,therearecompellingcircumstancestoaskforAdditionalSecurity
Deposit/BankGuarantee(BG)incaseofALBs,thesameshouldbetakenonlywith



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.

i '' l
(KorlLrru Narayana R€;ddy)

Deputy Secretary to the Govt. of lndia
Te| 24621305

Email: kn.reddy@gov.in

To,

Ail 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).

r


