
No. NH-3s0'l 4/20/2020-H-(Part-ll) (E-1 96330)
Government of lndia

Ministry of Road Transport and Highways
(Highways Section)

Transport Bhawan, l, Parliament Street, New Dethi-110001.
Dated : 22"d F ebruary,2077

Office Memorandum

Subject: Reinstatement of provision of Earnest Money Deposit (Er{D) in bids for highway
projects. - reg.

The undersigned is directed to say that Department of Expenditure vide O.M. No.
914/2020-PPD dated 12.11.2020 (copy enclosed) inter alia provided that

(i) Notwithstanding anything contained in Rute '171 of GFRs 2017 or any other Rute or
any provision contained in the Procurement Manuats, 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

(iii) These instructions were applicable for a[[ the tenders issued titt 31.12.2021.

2. Att the imptementing agencies of the MoRTH were directed to strictty comply with the
aforesaid DoE's instructions vide this Ministry's OM c-20016/ 11 t 202-TF-ll dated 't7. 1 1 .2020
(copy enclosed).

3. ln this regard, it is stated that the effect of COVID pandemic in Highway sector has
neutratized. ln such improved scenario, it is noted that now there is trend in recent bids for
submitting very low bids for important highway construction as welt as consultancy
contracts. Since there is no EMD Deposit, bidders are quoting abnormally [ow prices for the
bid and after winning the bid, they start searching for sub-contractor. This tendency will
have an adverse impact on quality and timety completion of important highway projects.

4. ln view of the above, it has been decided with the approval of Hon'ble Minister (RT&H)
to revert to the provisions of GFR, 2017 retating to bid security, which existed before issue
of aforesaid DoE O.M. dated 12.1 1 .2020.

5. Alt the imptementing agencies of the MoRTH are requested to take necessary action
accordingly.

(Sushant Sudan)
Deputy Secretary to the Govt. of lndia

(ii) Wherever, there are compelling circumstances to ask for Bid security, the same
should be done only with the approvat of the next higher authority i.e. the authority
competent to finatise the particu[ar tender or the secretary of the Ministry/ Department,
whichever is lower.

avl+-
Enct: As above
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To

'1. AS&FA, MoRTH
2. Chairperson, NHAI
3. MD, NHIDCL
4. ADG Zone-|, MoRTH

Copy to: Deputy Secretary (Procurement Poticy Division), Department of Expenditure, Lok
Nayak Bhavan, New Dethi w.r.t o.M. No.9l4t20z0-ppD dated 12.'11.2020 on Bid security/
Earnest Money Deposit.

Copy atso to:

1 . PS to Hon'bte Minister (RT&H)
2. Sr. PPS to Secretary (RT&H)
3. Sr. PPS to AS(H)
4. NlC, MoRTH - for uptoading the above guidetines in MoRTH's website.
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Government of lndia
Mjntstry of Road Transport and Highways

Transport Bhawan

New Dethi the 17'i November, 2020

Subject: Latest instruction5 of Ministry of Finance, Department of Expenditure regarding
(i) Performance Security, (ii) Additional Performance Security in case ot
Abnormally Low Bids (ALBs)and (iii) Bid Security/Earnest Money Deposit -
regarding.

The undersigned is directed to Forv/ard hereu,jth I nos. of Ministry of Finance, Department
of Expenditure O.Ms. No. F.9/4/2020.PPD dated 12.11.2020 on the subjects mentioned above as
per detaits given below:-

i) Department of Expenditure vide OM No. F.9/4/2070.PP0 dated 12,'11.2020 has decided to
reduce Performance Security from existing 5-10X to 3X of the vatue of the contract for atl
existing contracts. However, the benefit of the reduced Performance Security witt not be
given in the contracts under dispute wherein arbitration/court proceedings have already
been started or are compteted. Alt tenders/contracts is5ued/conctuded titt 11.12.2021
should atso have the provision of reduced Performance 5ecurity.

ln alI contracts, where Performance security has been reduced to ]% in vjew of the above
stiputations, the reduced percentage of Perlormance Security shatt continue for the entire
duration of the contract and there shoutd be no subsequent increase ol Performance
security even beyond 31.12.2021

ii) DOE vide OM No. F.9/4i 2020-PP0 dated 12.11.2020 has also decided that no provisions
shoutd be kept in the Bid Documents regardiirg Additional Security Deposit/8ank Guarantee
(BG) in case oF Abnormatty Low Bids. It has been further mentioned that wherever, there
are compelling circumstances to asL for Additjonat Security Deposit/8ank Guarantee (BG)
in case of ALBS, the same should be taken only \yith the approvat of the next higher
authority to the authority competent to finalise the particutar tender, or the Secretary of
the Ministry Department, whichever is tower.

iii) Department of Expenditure vide 0M No. F.91417020-PPO dated 12.1 1 .2020 further decided
that notwithstanding anything contained in Rute 171 of GFRs 2017 or any other Rule or any
provision contained in the Procurement Manuals, no Provisions regardjng Bid security
rhoutd be kept in the Bjd Documents in future and only provision for Bid Security
Dectaration shoutd be kept in the Bid Documents. It has also been specified by DOE that
these instructions witl be apptrcabte for att the tenders issued trlt 31.12.2021.

7. These instructions are being circutated herev/ith for information and strict compliance

l. Action taken report on each of the items atong v/ith details of amount of Performance
Security reteased for subsisting contracts may be sent on weekly basis to the undersigned.

A w *'27^
(Anup kumar ody,

Under Secretary to the Government of lndia

Encl: As above.

Contd

sErc-E_tErilq84!_A.Ur.1
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.1 
02655/2020/GM (CMD) Qfi4epo F.No.G.ZOO1 6/01 /2O2O.TF.1 dt. I 6. 1 1.2010)

DG(RD) & 55

Chairman, NHAI
l\AD, NHIDCL
AIt ADGs/AtI CE5

CE (Monitorinqi : With a request to send consotidated fjgures of Performance Security
released in case of PWDS on weekly basis againlt afi]ount o[ work avr'arded,

Copy to: PPS to Secretary
PPS to AS&FA
PS to DFA

Copy aLso to: Director, NIC - with a request to upload the OM on Ministry's Website atong
with enclosure of OMs of Ministry of Finance, Department of Expenditure.

9,'c.*o-'t
t7 -tt',.O)'A

2
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No. F.9/42020-ppD
Government of lndia
Ministry of Finance

Department of Expenditure
Procurement Policy Division

oFFICE MEM ORAND UM

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

Subject: Performance Security.

_ As per Rule 171 of General Frnanctal Rules (GFRS) 2017, performance
Security is to be obtained from the successfut bidder a*arO-JO tne contract for anamount of five to ten percent of lhe vatue of the contract Io ensure due performance
of tire contract. similar provisions also exist in the Manuai fo; procurement of works2019 and Manual for procurement of Consultancy & otne.6e*,ces 20.17 issued bythis Department.

2. The Government is in receipt of many representations that on accounl ofslowdown in economy due to the pandemic, there is acute rinanciar crunch among
many commerciar entities and contractors, which in turn is affecting timery executioiof the contracts lt has also been represented thal this may uiect tne aUiiity of
conlractors to bid in tenders and hence reduce competition. Requests are being
received for reduction in quantum or security Deposits in the Governmenr conlracts.

3. ln view of all above. it is decided to reduce pertormance Security from
existing 5-10% to 3% of the value of the contract for all existing co;tracts.
However, the benefit of lhe reduced performance Security will not be given in the
contracts under dispute wherein arbitrationi court proceedings have bien aheady
started or are contemplated.

4. Further, all tenders/ contracts issued/ concluded till 31 12 2021 should also
have the provision of reduc€d Pedormance Security.

5. ln all contracts where Perlormance Security has been reduced to 3% in view
of above stipulations, the reduced percentage of performance Security shafl
conlinue for the entire duration of the contract and there should be no subsequenl
increase of Performance Security even beyond 31 .12 ZOZ|

Similarly, in all contracts entered into with the reduced percentage of
Performance Security of 3%, there will be no subsequenl increase in performance
Security even beyond 31 .12.2021.

6. Wherever, there is compelling circumslances to ask for performance Security
in excess of three percent as stipulated above, the same shoutd be done only with
the approval of the ne)il higher authority to the authorrly cornpetent to finalise the

1 0265512020 I GM (CMD) Off ice
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1 02655/2020/GM (CMD) Office

fi"-"{;q --( KotlurLi N a rayana +reddy)
Depuly Secretary to the Govt. of lndia

fet 24621305
Email: kn.reddy@gov.in

To,

Alllhe 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 Pubhc Sector Undertakings (CPSUs)

particular tender, or the Secretary of the tvlntstry/ Department, whichever is lower.
Specific reasons .iustifying the exception shall be recorded.

7. These instructions will be applicable for all kinds of procurements viz. Goods,
Consultancy, Wotks, non-consulting Services etc and are rssued under Rute 6(1) of the
GFRs 2017.

a-

!..
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No. F 9i4l2020-ppD
Government of lndia
Ministry of Finance

Department of Expendrture
Procurement policy Division

OFF [!EM

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

RANDUM

Subjgct: Additional performance Security in case of Abnormafiy Low Bids(ALBs).

The Government is in receipl of many representations that on accounl ofslowdown in economy due to the pandemic, tf,"rJ i" *rG j,"rncial crunch amongmany commercial entities and contractors, whlch in turn is affecting timety executioiof the contracts. lt has also been. represented that rhrs may affect the ability ofcontractors to bid in tenders and hence reduce .orp"iitioi, neqr..t.-aie olingreceived for reduction in quantum of securr! o"po'L iiin" covernment contracts.

?.. ln this context, it is noted that Additionat performance Security in case ofAbnormatty 
-Low 

Btds (ALBs) is being taken froin 
-tf,"_ 

co]lfa"tors by variousMinisl'es/ Departmerts thouoh lhere I" no prouia,o. fo, 
-in" 

.ar" in GeneralFinancrar Rures (GFRs) 20r7 or the lr4anuirs for procLrrement rss.ed by thrsDeparlment

3. As per para 7.5.7 of the Manuat for procuremenl of Goods 2017 issued bythis.Deparrment an Abn.omary Low Bid is one in wnicn ini oiiprice, in combinationwtm orner eremenls ol the Bd, appears so low thal it raises matenal concems as lo,!:,.i:o:o^!!r,-"^le_ b:!!er to pedorm the contract or ini oinZreo prico procuins
EnItry may ,n such cases seek written clarificalons lrom lhe bidder, includinigdelailed pnce anaryses ol its bid pice in retalpn lo scope. schedure, a ocarion ofnsks and respons ibilities. and any other rcquirements of 

'the 
itds documenl. lf, aflereylu_atilg..th9 .price analyses, procuring Ent y determnes that the biddet has

substantiarry taired to demonstrare its capebiity io deliver the contract ar rhe ofreredpri:?. tl1.e Procunng Entity may reject the bid/ proposat. However, it would not be
adulsaOt.e to tix a nomative percentage betow the estimaled cost, which would beautomatically be consiclered as an abnomalty low bid. Due care should be taken
while fomulaling the specilications at the time ot prcparation of bid document so as
to have a safeguard againsl lhe subm,ssion of at)normatty lorv bid kom lhe bidder

4. ln view of above, it is r€iterated that no provisions should be kept in the
Bid Documents regarding Additionat Security beposiV Bank Guarantee (BGf in
case of Abnormally Low Bids.

5. Wherever, there are compelling crrcumslances lo ask for Addrtronal Security
DeposiU Bank Guarantee (BG) in case of ALBS. the same should be taken only with

\}
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6'l 026551 2020 I GM (CMD) Office

the approval of the next hloher autho ty to the authority competent to finalise theparticutar render, or rhe sec;etary or tne ilinisif) o"lrn,ii"ll ,,#,.hever ,s rower

6. These instructions wifl hc.appricabre for alr kinds of procurernents vrz Goods,Consultancy, Works, non_consulting Services etc -' ei p' vvu,

k,----Lr,/^
(KoUr.rru Narayana dddy)

Deputy Secretary to the Govt. of lndia
Tel: 2462130S

Emarl: kn.reddy@gcv.in

To,

All the Secretaries aod Financial Advisers to Government of lndia

copy to:.secretary, Deparrment of pubric Enterprises with a request to issue thesame instructions to Centrat pubtrc Sector Undilk;;;; &'Sir;)

\Y__

t^
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I 02655/2020/GM (CMD) Office

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

Depanment of Expenditure
Procurement Policv Dtvtsron

5'12 Lok Nayak Bhawan, New Dethi
Dated the 12th November 2020

OFFICE MEMORANDUIlI

6. The above inslructions will be appticable for all the tenders issued till
31 .12.?021

Subject: Bid Security/ Earnest Money Oeposit.

The Government is in receipl of many representations that on account o,slowdown in economy due to the pandemic, th"r" i, 
"art" 

nnrnciar crunch amongmany commerciar entiries and contractors, which in rurn is af{ecting trmery executioiof the contracts. lt has atso been, represented that Urrs may atfect the ability ofconlractors to bid in tenders and ience reduce competrtion. Requesti ,[ lii^greceived for reduction in quantum of Security Deposits in lhe Government contracls.

? A" per Rule 170 of General Financial Rules (GFRs) 2017, Micro and SmallEnlerprises (MSEs) and the firms registered with concernei Minrstriesl Departments
are exempled from submjssion of Bid Securrty. Further. in lieu of Bid'security,
Ministries/ Dep€rlments may ask.biddeIs to sign ;,Bid Secunty Declaratron,, acceptirig
that if they withdraw or modify their bids duri-ng period of valrdity etc., they w; b;
suspended for the time specifled in the tender documents. Simrlar provisions also
exist in the Manuars for Procurement of works 201g and [ranual for procurement of
Consultancy & other SeNices 2017.

3. ln lhis context it is noted. that Bid Security (also known as Earnest Money
Deposir) is stirr being taken from the conka;tors by the various MinisrriesT
Departments, though the relaxations have already been provided in General
Financial Rules (GFRs) 2017.

4 ln view of above, it is reiterated that notwithstandrng anything contalned In
Rule 171 of GFRs ?017 ot atry other Rule or any provrsion contained tn the
Procurement Manuals, no provisions regarding Bid Security should be kept in
the Bid Documgnts in future and only provision for Bid Security Oeclarition
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 the approvat oF the next higher authority io the
authority competent to finalise the particular tender or the Secretary of the Ministry/
Department, whichever is lower.
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7. These instructions will be applicable for a kinds of procurements vrz. Goods,
Consultancy, Works, non-consulting Services etc and are issueO unOer Rule 6(1) of
the GFRs 2017.

Deputy Se

K,*
(Kotluru Narayana

crelary lo the Govt. of lndia
Tet: 24621305

Emall: 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 Cenlral public Sector Undenakings (CpSUs).

,>
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