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uarantee Bonds submmed by Contractors ~ streamlining of procedure reg
L L

A case has come to the notice of the Railway Board wherein a contractor has

"1 )..submitred fake bank guarantee bonds as security deposit. The fraud came to notice when

N
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the bank concerned was approached to encash bank guarantee in wake of termination of
the contract. Preliminary investigations revealed that the contractor had himself brought
the Guarantee Bonds and also the confirmation letter from the bank and handed them
v er to Officials dealing with BGs/ Agreements in the Engineering. Department.
Independent verification for confirming the genuineness of guarantee bonds by deputing
staff or verification with the bank through formal written reference as per required
procedure was not done by the Railway. Appropnate action against the contractor
involved in this case is under progress. However, it is seen that the non-compliance of
the codal provision for verification of the guarantee bonds from bank etc. has facilitated
the fraud. Therefore, it is considered necessary to review and strcazmine the procedure

" in regard to receipt, custody, renewal and disposal etc. of the|securities in both

Executive as well as Accounts wings to sreclude any such instance in future.

Accordingly, the following instructions are reiterated for strict compliance by the
Railways.-

Executive Office

I The guarantee bonds issued by Banks Lonnecnon wnh gxecution of
contracts, ete. will be received in the Executive Office concerned md following checks

‘}/ <hall be exercised:

0 It is in the prescribed form,
(i) It is correctly drawn up and stamped. |
{1i1) The bond is valid for the period provided for in the contract and

covers security for such period as might be necessary with reference
to the relevant work and any subseguent maintenance/penod/ relevant
- - supply order so that the need for extension of a bond 15 not fell,
{iv) The bonafide of every guarantee bond accepted s oqid be ascertained
by the Executive Officer conceirnud by ad;hes ing the concerned

'hauks by registered post ; and “wriften confirinalign uin by

Foamd 088,

FA & CAO
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2. The guarantee bond shall thereafier be sent to the cont{act signing authority
for acceptance. The executive officer shall ensure that the ‘above quxremem:s are fully
met with before acceptance. After carrying out the above checks and acceptance as

prescribed above, the particulars of the guarantee bond shall be noted in a register in the
following form; L

Sr. No. Date Name of Reference to | Due datg of | Name &
: ' . |ithe  agreement | completion of | address of the
- | Depositor | No./date/ Workaomple Banker
} purpose tion ef furnishing the
' “delivery | 'as { G.B.
\ _ per contragt.

1 2 | -3 4 3 : 6
Amount | Date of: | Initial ofthe | Remarks | Date & no, of | Initial of the
for which |expiry of | Officerin - release letter: | Officerin
the --}-guarantee | charge t | sharge
Guarantee bond | :
is offered _ : . i

7 g8 - 4 9 10 4 gt 12

In case the department has computerizéd monitoring mechanism for the
. guarantee bonds, the report format be modified smtably 1o ensure thr a.lbove check..

. sation of.ﬂ;e Baﬂk shalil ﬂaereaﬁar

4 : _ - N the checks
mentioned in para { above have been camed out. -
w y a1

4. The register of guarantee bond ibid shalt be reviewed eery month in respect
of guarantees hkely {0 expire in the third subsequent month and the result put up to the
Executive Officer in charge, to ensyre that a close track is kept on the currency of the
guarantee-bonds and that they are extended from time to time, wherever necessary, for
such period as might be necessary with reference to compietion of i:he relevant contract
and subsequent maintenarice periods as may be provided for in the artxcula: contact, or
obtaining security deposit in one of the acceptable forms for an. eq}al amount from the
contractor/vendor concerned. As and when a guarantee bond. is extended or security

-deposit in one of the acceptable forms is obtained from the contractorivendor in lien of
guarantee, particulars thereof shall be intimated to the Accounts‘ Officer concerned.
Likewise, where a guarantes bond is cancelled or validity period has expired and the
bond. is not required to be.renewed, necessary advice shall be gw to the concerned
Accounts Officer. o
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5, The Executive Officers shall, exchange with Accounts Officer a statement of
bank guarantees every month, so that the position is reconciled with the record
maintained by the Accounts Department and variations, if any, Yrought to light are
rectified. The results of the reconciliation shall be put up to the E)Q&'CU tive Off cer@nd ’
the Accounts Officer concerned } f




6. In cask a gudrantee bond is required © be encashed,
concerned will advise the associate Accounts Officer under cle
sufficiently in advance before expiry and the latter shall take im

- encashment by the Bank concemned.

.fﬁ"mﬁw Officer
gcknowledgement
eﬁme gttion for its

Accounts Office ' _3

1.0n recetpt of the guarantee bonds in-the concerned mtemal check section of
the Accounts Office, inter-alia it will be seen that the certificate m entloned in pars 3

i

St. No. " TContract  NoJ | Name of the Duedag'a of |Name &
Order No. and {depositor - | compl ax': of | address of
Date Work/ the Bank
; delwery as per furnishing
. . s contract. the G.B
1 2 3 4 5
Confirmation “Amount for which | Dats ~ of [ Month; | of [Date &
Advice No & Date | guarantee is |-expiry of-_.teview:i ‘l no. of
from the Schedule | offered 1 muarantee (3months prior | release
Bank in token of bond to the date of | letter
verification of _ {Col. 8 i
Genuineness of the ‘| \
Guarantee Bond. 1 _ R o
. 6 - 7 1. 8 9 . | _10
Remarks - TDate & no. offDate & no. of | Date & no. of Remarks
release letter release letter | release leii- -
issued by |’
. _ o Accounis: i
11 1 12 - 1 13 14 15

A separate page of the register may be h for entering in it
the bank puaranieé epiring in the perticular month [In case the department has
computerized monioring mechanism for ‘the guarantee bonds, tge report format be
modxﬁed smtably to ensure the above check. !

2. The guarantes bond shall be sent: 16 the concerned bJan;:W branch officer
for safe custody ina Sealed cover, The details of the guarantee bond|shal} be recorded in
register as per following proforma by the branch / branch officer: -

(1) Date
(if) Sr. No.
(i) Name of the party




(iv) _ _ Nameofthe Bank |
() ‘Guarantee Bond. No. and date
- (vi) Period of validity
(vii} Amount- Rs, .
{viii) Initials of Branch Officer
(ix) Accoints Unit
(x) - Referénce to release letter nio. and date
(xi) Date of return o
(xii), . Signature of the staff of the dealing section
(xiif) Initials of Branch Qfficer. |

-

A < The register of guarantee bonds shall be reviewed by the internal
checking: sectionfevery month in respect of guarantees likely to expire in the third
subsequent month and the results of the review shall be put up to ¢ 8r. DFM/ Head of
the Accounts Office congcerned. In case the department has computerized monitoring
mechanism for the Guarantee Bonds, the report format be modifidd suitably to ensure
the above check. | ‘ ! |
4, The Executive Officer concerned shall then be Addressed , to-initiate
action 1o get the bank guarantee extended where necessary as long a5 may be required
with regard to the date of completion of the contract and subsequent maintenance period
as may be provided for in the relevant contract, date of completion of delivery or.obuain
security deposit in one of the acceptable forms for an equal amount from the
contracior/vendeor concerned. : o

1
I

% Irrespective of whether action has been taken for renewal/extension of
validity of the existing guarantee bond, if the Accounts Officer, considers that the action
taken by the executive for renewal, extension is not likely to materialize before the
actual date of expiry 'aqiggt"there roay be some delay as a result ofjwhich the Accounts
Officer may not be left with adequate time to advise the concerned; bank to deposit the
amount due under the guarantee, ke will advise the concerned bark to deposit the
amount due under guarantee. Similar action will: be take

. ALLEIAS 301 Zens ; - A2 L
r¢:the ‘expiry ofils tvalidity period fThis will ensure tha
“having inadequate security deposit sfiér expiry of the guarantes By nd does not arise.}
The action, if any, taken by the Accounts Officer under this clause cannot be questioned .
because in the event of any delay in getting the bond extended orany dispute arising ™
with the contractor, tilw--Rainay will lose the secufity in terms of the |guarantee bond.

, 6. *Inanycase, if the bank guarantee istnot rénewed, Liiis should - '9};1)8
: pagsed P%?{' paymentiand the position should be brought to the ;jt'mtic}ai pf the Executiye
. "Offiesr 'oi§ ed: demi-officiallyyIn the case of works contracts, the Accounts Officer
- concerned should ensure that, where bank guarantee bonds are nearing the expiry
period, payments still due to the contractors are examined §o that sufficient amounts are
retained with the Railway in case the bank guarantee bonds are not renewed in time.
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3 As and -when a guararuee bond is cmlkd or its da of vahdlty has

v
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loni _expir_y of the

i

The Executwe officers and FA&CAOs may supplemenq/complemem the
above instructions as per focal requirements and issue detailed joint pro cedure orders for
guidance of staff concerned and emsure strict compliance thereof thrqugh test-checks/
field: inspections periodically. Kindly acknowledge. receipt. A copy of PO issued in the

matter ey also be sent for Board’s information.
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(Sudhir Mathur)
Executive Director Accounts
Railway Board




