
No. 16016/FDlF3l2018 (Vol.U)
Government of Puducherry

Finance Department
x:* *

T.D. NOTE/OFFICE MEMORANDUM

Sub: Finance Department - Instructions of Government of India
regarding reduction in quantum of various deposits which Contractors are

required to make in Government Contracts, as a step to
address the slowdown in*economy due to pandemic - Communicated.

The following office Memorandums of Govt. of India, Ministry of Finance, Depatment of

Expenditure are communicated herewith for information and necessary action:

Puducherry, d1.04 | 06 | 202L

Performance SecuriW:

Reduction in Peformance Security from existing 5-10o/o

to 3olo of the value of the contract.

Applicable for all existing contracts (except contracts

under arbitration/court proceedings) and all

tenders/contracts issued/concluded till 31. 12.2021.

Bid Securitv/Earnest Monev Deposit:

No provisions regarding Bid Security should be kept-in

the Bid Documents in future and only provisions for Bid

Security Declaration should be kept in the Bid

Documents.

Appllcable for all contracts issued till 31.L2'2021'

Add onal rforma ce ritv in case of Abno allv

Low Bids (ALBs):

No provision should be kept in the Bid Documents

regarding Additional Security Deposiv Bank Guarantee

(aG) in case of abnormally low bids'

llBy orderll .1p)-\
(Arjun makrishnan)

Under Secretary(Finance)

Encl.: As above.

To

All Secretariat DePartments
All Heads of Departments/Offices'
All PSUs/Local Bodies of Puducherry UT'

Subjectsl.
No.

o.M. No. & Date

1 No. F.9/4/2020-PPD
dt,12.11,2020

F.91412020-PPD
dt.12.11.2020

2

No, F,9/4/2020-PPD
dt.t2.11.7020

3



No F 9l4l2020-PPD
Governrnent of lndia
Ministry of Finance

Department of Expenditure
Procurement Policy Division

I 5 12. Lok Nayak Bhawan l.'lew Delhi
Datedjqe 12th Novelber 2020

Subject: Performance Security.

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

2 The Government is in receipt of many representations that on aecount 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 afiecl the ability of
contractors to bid in tenders and hence reduce competition. Requests are being
receiveo for reduction in quantum of Security Ddposits in the Govemment contracts.

3. ln 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 been already
slarted or are contemplated.

A. Further, all tenders/ contracts issued/ concluded till 3'1.'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 shoud be no subsequent
increase of Performance Security even beyond 31 .12.2021 .

Similady, in all contracts entered into with the reduc€d percentage of
Performance Security of 3%, there will be no subsequent increase in Performance
Security even beyond 31.1 2.2021.

6. Wherever, there is compelling circumstances to ask for Performance Security
in excess of three percent as stipulated above, the same should be done only wath
the approval of the next higher authority to the authorily competent to finalise the
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particular tender, or the Secretary of the Ministry/ Department, whicheve!. is lower.
Specific reasons justifying the exceplion shall be recorded.

7. These inslructions wll be appticabb for all kinds of procurements viz. Goods,
Consultancy, Worts, non-consulting Servies etc and are rssued under Rute 6(1) of the
GFRS 2017

, I
( Kotturu rr rr; !;#!koorl

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 rnstructaons to Central Public Sector Undertakings (CpSUs).

fz
R.'SRIKUMAR
SUPERINTE]{OENT

cl Ef sEcREtr.ElAY (FlXA'lCq
PUDUC}tENiY.



No F 9l0l2020-PPD
Governrnent of lndia
Mrnrstry of Finance

Department of Expenditure
Procurement Policy Division

I 512 Lok Navak Bhawan. Newl)elhi
Dated t'he l2rn rvovember&o2C. .

Sublect: 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 commercaal 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
contractoE to bid in tenders and hence reduce competition. Requests are being
received for reduetion 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 Ministries/ Departments
are exempted from submission of Bid Security. Further, in lieu of Bid Security,
MinistrieV Departments may ask bidders to sign "Bid Security Declaration" accepting
that if they withdraw or modify their bids during period of va.lidrV etc., they will be
suspended for the time specifre,..r in the tender documents. Similar pro\,isions also
exist in the Manuals for Procurement 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 in General
Financial Rules (GFRs) 2017.

4. ln view of above, it is reiterated that notwithstanding anything contained an

Rule 171 of GFRS 2017 ot any other Rule or any provision contained in the
Piocurement Manuals, no provisions regarding Bid Security should be kept in
the Bid DocumenB in future and only provision for Bid Security Declaration
should be kept in the Bid Documents.

5. Wherever, there are compelling circumstances to ask for Bid Security, the
same should be done only with lhe approval of the next higher autho.ity to the
authority competent to finalise the pariicular tender or the Secretary of the Ministry/
Department, whichever is lower.

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

oFFIcE MEMoRANDuM



T These instructions wifl be appricabre for aI krnds ot procuremenrs viz. Goods,consultancy, works, non-consurting servEes 
"t" 

,nJ 
"r" 

issued under Rrr" 6iii;ithe GFRs 201/

t
i. . r-,1-,

_ / Kotturu Narayana Rt!6Iy)
Deoutv Syreta, 

",n.r:ir.8l il.,ia
Email kn reddy@gov in

To,

All the Secretaries and Financial Advisers to Government of lndia

copy lo: secretary, Department of pubric Enterprrses with a request to issue thesame instructions to Centrat pubtic SectorlJnoertjr<ings icpSU.t

R-



N0. F 9/4/2C20-PPD
Government of lndia
Ministry of Finance

Departmenl of Expenditure
Procuremeot Poiicy Division

512, Lok Nayak Bhawan. New De&ri
Daiecj tire 12th :{ovember 2 0

OFFICE MEMORANDUM

Subject Ad.litional Performance Sacurity in case of Abnormally Low Bids
(ALBgl.

The Government is in receipt of many representations that on account of
slowdown in economy due to the pandemic, there is acule iinancial crunch among
many commercial entities and contractors, which in turn is afiecting timely execulion
of the contracls. lt has also been represented that this may affect the ability of
contractors to bid in tenders and hence reduce competilion. Requests are being
received for reduction in quantum of Security Depos(s in the Government contracts.

2. ln this context, il is noted that Additional Performance Security in case of
Abnormally Low Bids (ALBs) is berng taken from the contractorc by various
Ministries/ Departments though there is no provision for the same in General
Fin-ancial Rules (6FR*) 2Q17 or the !\,tar:uals for Procurement issued by ihis
Department,

3. As per para 7.5.7 of the Manual for Procurement of Goods 201? issued by
this Depanmenl, an Abnarmatly Low Bid is one in which the bid pice, in combination
tvith other elements of the Bid, appears so low that ll rarses mateiat concems as to
the capability cf the bidder to pertorm the cantract at the offered price. procuing
Eltity. may in such cases seek written clarificatians from the bidder, including
detailed pibe analyses of its bid pice in retation ta scope, schedule, altocation of
isks and responsibilities, and any other requirements of the bids document. lf, after
evaluating the pice analyses, Proeuing Entity determines that tho bidder has
substantially failed ta demanstrate its capability to deliver the contract at the offercd
price, the Procuring Entity may reject the bid/ proposal. Hawever, lt would not be
advisable to lix a noftnative percentage below the estimated cost, which wauld be
automatically be considered as an abnormally low bid. Due care should be taken
while fonaulating the specifications at the time of preparation of bid document so as
ta have a safeguard againsl lhe submlssrb n of abnormally low bid from the bidder.

4. ln view of above, it is reiterated that no provisions should be kept in the
Bid Documents regarding Aqlditional Security DeposiU Bank Guarantee (BG) in
case of Abnormally Low Bids.

5. Wherever, there are compelling circumstances to ask for Additional Security
DeposiU Bank Guarantee (BG) in case of ALBs, the same should be taken only with

I
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the approval of the next hi$her adho ty to the authonty competent lo finalise the
particuler tender, or lhe Saarbtary of the Ministryl Department. whichever rs lower.

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

e
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De,rrrty Secretary to the Govt. of lndia
Tel: 24621305

Email: kn.reddy@gov.in

To.

All lhe Secretaries and Financial Advisers to Government of lndia

Copy to. Secretary, Department of Public Enlerprises with a request to issue the
same anstructions to Central Publac Sector Undertakings (CPSUs).

R.

R. SRIKUMAR
SUPEEiNf E,;{NEN7

cHrEF SECREI|riiaY (Ft Ar{cg
?uDucFEiiY.

t osco2*'


