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FOREWORD
Indian Railways executes large number of construction and maintenance works
through contracts. These contracts are handled at every level in organisation.
Understanding and executing contracts requires knowledge of various rules,
regulations and policy guidelines issued from time to time. Keeping track of all such
information is a big task.
This Compendium compiles latest updated rules and regulations covering all aspects
of tenders and contracts in a very short and lucid manner. Relevant references have
been included so that details if required can be accessed.
I hope that the Compendium will help in improving and updating knowledge of field
officials involved in handling contracts and make contracting fully compliant,
uniform, systematic, efficient and cost effective.

(V K Gupta)
Member Engineering
Railway Board
New Delhi,
May’ 2016

PREFACE
Tenders and Contracts have become a day to day necessity in Indian Railways. Officers,
Supervisors and technical / clerical staff at all levels deal with tenders and contracts including
preparation of documents, calling, opening and finalising tenders, preparing and signing
agreements, executing the works, completing and concluding the contracts. Thus
contracting is a big team effort in Railways. It is important for all these officials dealing with
tenders and contracts to be aware of all rules and regulations and be updated with latest
changes and developments. Till now efforts have been to compile all the letters issued from
time to time on this subject for guidance. This method at times results in contradictory or
obsolete information also creeping in the Compendium.
This Compendium has been brought out in a book format with reference to various policy
letter and relevant para of codes mentioned wherever required. The information is updated
and current till time of going for publication. All subsequent developments / changes will
have to be tracked by users to keep this Compendium usable.
The Compendium contains eleven chapters reasonably dividing the subject of tenders and
contracts into segments handled at various stages of tender and contracts. Various Chapters
cover topics on works contracts, tenders and its type, various forms of deposits and
guarantees, Tender Committee, consideration and acceptance, registration of contracts and
advances, zone contracts and do’s and don’ts.
Relevant chapters cover in sufficient detail rules and procedures on the subject with
references mentioning policy letters etc. for further reading if required. This Compendium is
expected to be of immense help to new officials joining Railways and assigned duties for
contract handling as well as working officials in terms of basic norms and procedures of
tenders and contract. It will also help other department officials handling contracts in
understanding of subject and build confidence in handling contracts helping them in avoiding
mistakes. Effort has been made to keep the language of ‘Compendium’ simple for easy
reading and understanding at all levels.
This ‘Compendium’ is for documentation, updation and guidance purposes. Provisions of the
original circular/letter issued by Railway Board constitute the final authority on the subject,
therefore this ‘Compendium’ should not be referred as an authority.
This ‘Compendium’ was prepared with active and laudable efforts of following officers/
faculty of IRICEN under the overall guidance of Shri S. S. Narayanan, AM/CE:1.
2.
3.

Shri Alok Kumar
Shri S. K. Garg
Shri Anil Kumar

-

CE HQ NR (Ex-EDCE(G)/RB)
Sr. Professor (Works)/ IRICEN/ Pune
Director, Civil Engg (G)/ Railway Board.

Suggestions for improvement may be intimated to EDCE(G), Railway Board.

New Delhi- May’ 2016

Anil Kumar Dubey
EDCE(G) /Railway
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CHAPTER – I
CONTRACT FOR WORKS
1.

Definition of Contract :
When two or more persons have a common intention communicated to each
other to create some obligation between them, there is said to be an
agreement. “An agreement” which is enforceable by law is a “Contract”.
According to Section-10 of the Indian Contract Act, 1972 only those agreements
are enforceable by law which are made by the free consent of the parties (See
Para 1256-E), competent to contract (see Para 1259-E) for a lawful
consideration (Para 1224-E) and with a lawful object and are not expressly
declared to be void. This is subject to any special law according to which a
contract should be in writing and attested by witnesses (Para-1201/E).

2.

Agency of Contractor :
The agency of contractor may, if economical or expedient, be utilized for the
proper execution of works of construction, repairs or maintenance on lines
under construction and on open lines. Materials which are in short supply or
materials requiring test certificates for quality control like cement, steel etc.
may be supplied to the contractors by the Railway, the agency of the stores or
other department's of the Railway being utilized for the purpose vide
paragraphs 701-S and 702-S. In exceptional or urgent circumstances, however,
e.g. with a view to the expeditious execution of an urgent work, the Chief
Engineer in exercise of his personal discretion, after consultation with his
Financial Adviser and for reasons to be recorded, may arrange for the supply or
manufacture of materials required for the work, through a contractor
(Para-1202/E).

3.

Works Contract :
All works and supplies relating to the Engineering department executed
through the agency of contractors may be broadly classified as follows:
(i)

Zone Works - Such as works of ordinary repairs and maintenance and other
of petty nature in a particular zone or area;

(ii) Construction Works - Such as the construction of bridges, tunnels,
buildings the formation of an embankment etc. other than Zone Works;
(iii) Supplies of Building Materials - Such as bricks, tiles, lime, cement, steel,
ballast, bamboos, ballies, matting, door, windows, ballast, moorum, stone
chips, fire bricks, shingle, pitching stone etc. which are not usually stocked
or purchased by the stores department.
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Contracts relating to these three classes will, for the purpose of this code, be
termed as “Works Contracts” as distinguished from “Stores Contracts” which
pertain to the supply of stores arranged by the stores Department. (Para
1203/E)
4.

Forms of Works Contracts:
The following forms of contract are primarily intended for application to works
contracts (Para 1204-E) :
(i)

Lumpsum Contract

(ii) Schedule Contract
(iii) Piece work Contracts
(iv) EPC Contracts
(i)

“Lumpsum” Contracts :
The Lumpsum contract is a contract under which the contractor is engaged to
carry out a work or effect supply as specified and within a given period for a
fixed total sum; his receipt of this sum being dependent on his completing the
work or supply to specification and time; irrespective of the actual quantities
and kinds of work done or materials supplied in achieving his results
(Para 1205-E).
In the case of such contracts a scale of rates or prices may be agreed upon by
which enhancement or reduction from the lumpsum may be regulated in the
event of any departure from the work or supply as specified being made
subsequently under the order of competent authority; or by which reductions
may be made, at the discretion of competent authority for failure on the
contractor's part to confirm to specification. (1206-E)

(ii)

Schedule Contract:
The schedule contract is a contract under which the contractor is engaged to
carry out a work or effect supply as specified within a given period, at fixed unit
rates or prices for each of the various items comprising such work or supply, the
sum he is to receive depending on the actual quantities and kinds of work done
or materials supplied in completing the work or supply to specification and
time. It is not repugnant to the above definition to show in such contracts the
approximate amount of the contract, based on approximate qualities and the
fixed unit rates (1207-E).

(iii) Piece Work Contract:
This means a contract under which only unit rates or prices for various kinds of
work or materials are agreed upon, without reference either to the total
2

quantity of work to be done or material supplied; within a given period. The
zonal contract adopted on the Railways fall under this category (1208-E).
Note: Agreeable to the above definition of a piece work contract:
(a) The Railway may indicate its intention as to the maximum value of the
orders, it is likely to place; but the contractor cannot claim to be given an
order for more than one unit of work or supply;
(b) After the contract is executed, specified orders for work or supply may
be placed against it ; and
(c) Rate of progress may not be specified; but if it is not satisfactory, the
contract can be terminated.
(d) New Works, additions and alterations to existing structures, special
repair works and supply of building materials subject to the contract value
of each such work not exceeding 2 lakh. {Authority: Railway Board
letter No.2001/CE-I/CT/17 dated 22-11-01 (Annexure-1)}.
(e) All ordinary repairs and maintenance works; and
(f)

Conveyance of materials e.g. bricks, lime, sand etc.

(iv) EPC Contract :
An engineering, procurement and construction (EPC) contract is the most
common form of contract used to undertake construction works by the private
sector on large-scale and complex infrastructure projects. Under an EPC
Contract, a contractor is required to deliver a complete contract for a fixed price
by a fixed date. The engineering and construction contractor will carry out the
detailed engineering design of the project, procure all the equipment and
materials necessary, and then construct to deliver a functioning facility or asset
to their clients. Companies that deliver EPC Projects are commonly referred to
as EPC Contractors.
5.

Contract Documents :
Every contract shall be so framed as to place beyond all reasonable doubt all the
matters upon which parties intend to agree, and the matters to be agreed upon
shall include in detail, the following :
(a) What the contractor is to do; what, where and to whose satisfaction, it is to
be done.
(b) What government is to do and on what terms.
(c) What payment is to be made; what is to cover, to whom it is to be made and
the method & basis of making it.
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(d) The responsibility of the contractor in respect of adequate supervision,
care of government property and his staff and workman.
(e) The terms of which variations and modification, if any are to be
permitted; the authority competent to order and to assess them and the
occasion and basis of such assessment.
(f) The measures to be adopted in the event of breach of the contract by
either party thereto and the method of and grounds for the determination
thereof.
(g) The method of setting disputes should be as per the provisions given in
the\ General Conditions of Contract (Clause 63 & 64).
6.

The documents forming integral part of a contract are the conditions of
contract, standard or special; the specification, standard or special (and any
plans, as necessary); the schedule of items, quantities & rates; the Agreement
form; Instructions to tenderers; and Tender form (if any) (Para 1218-E).

7.

Fundamental Principles
For the guidance of authorities who have to enter into contract, or to sign the
agreements are laid down in Para 402 of the Indian Railway Code for the Stores
Department, which is reproduced below for ready reference:
(i)

The terms of contract must be precise and definite. There must be no
room for ambiguity or misconstruction therein.

(ii) As far as possible, legal and financial advice should be taken in the
drafting of contracts before they are finally entered into.
(iii) Standard forms of contracts should be adopted wherever possible,
the terms to be subject to adequate prior scrutiny.
(iv) The terms of contract once entered into should not materially be varied
except in consultation with the competent financial authority.
(v) No contract involving an uncertain or indefinite liability or any condition of
an unusual character should be entered into without the previous consent
of the competent financial authority.
(vi) Whenever practicable and advantageous, contracts should be placed only
after tenders have been openly invited and in cases where the lowest
tender is not accepted, reasons should be recorded.
(vii) In selecting the tender to be accepted, the financial status of the
individuals and firms tendering must be taken into consideration in
addition to all other relevant factors.
(viii) Even in cases where a formal written contract is not made, no order for
supplies, etc. should be placed without at least a written agreement to
price.
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(ix) Provision must be made in contract for safe-guarding government
property entrusted to a contractor.
(x) In entering into long term agreements or contractors, consideration
should be given to the desirability of providing for the Railways
unconditional power to cancel the agreement at any time after the expiry
of six months notice to the effect.
(xi) The Auditor General and under his direction, other Audit authorities have
power to examine contracts and to bring before the ''Public Accounts
Commit''tee any cases where competitive tenders have not been sought
or where high tenders have been accepted or where other irregularities in
procedure have come to light.

***
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CHAPTER – II
CALLING OF TENDERS
1.

Tender System:
It is the primary duty of the Executive to obtain the best value possible for the
money spent and the tender system should be given a very careful and serious
consideration in all cases as one of the most effective methods of securing
competitive rates. The exception made to the general rule, that the tenders
should be called for, in all cases are based only on practical consideration in
order to avoid delay and unnecessary work in the cases of works of
comparatively small value (Para 1210/E).

2.

Circumstances When Tenders Need Not be Called for:
Except where for reasons which should be in public interest the General
Manager decides that it is not practically advantageous to call for tenders, all
contracts over 4 lakh in value should be placed after tenders have been called
for in most open and public manner possible and with adequate notice.

2.1 To avoid unnecessary paper work, a proper assessment of work to be executed
under the Zonal Contracts on open line and miscellaneous works contracts on
construction organisation should be made. These tenders should be of viable
amounts and should include works under various chapters of the standard
schedule of rates. Open Line/Construction units should evaluate miscellaneous
works on their system which may be required during a specified period and in a
specified jurisdiction, such as loading/unloading, transportation of materials,
maintenance work of construction offices/quarters and such other items which
may be required to be done at standard schedule of rates of the Railway and
includes these in the miscellaneous works/zonal contracts.
2.2 The limit of each work order under such zonal/miscellaneous contracts is
2 lakh. These powers should be made use of to the fullest extent and calling
tenders for small works separately should be avoided by including all works
costing upto 2 lakh in such contracts.
2.3 There should be one zone contract for a specified jurisdiction for the various
items of a particular type.
2.4 It has been decided by Board vide their letter no. 2007/CE-I/CT/18/Pt., dated
05.03.2009 (Annexure- 2) and no. 2007/CE-I/CT/18/Pt.13, dated 06.09.2010
(Annexure- 3) that the power to dispense with calling of tenders and
acceptance of quotations shall be exercised by Sr. Scale, JA Grade and SA Grade
officers only and with Finance concurrence as per following schedule:
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SL

Financial Limit ( ) to Dispense with
Tenders and Accept Quotations

Rank of Officers

Per Case

Ceiling for Financial Year

1.

Sr. Scale (Independent Charge)

1 Lakh

5 Lakh

2.

J. A. Grade

2 Lakh

20 Lakh

3.

S. A. Grade / DRM

4 Lakh

40 Lakh

2.5 While accepting quotations as now empowered, the following procedure
should be adopted:
(i)

Normally powers to dispense with calling of tender should be exercised
sparingly. The circumstances under which quotations have to be called
should be spelt out.

(ii)

The work should not be split up for the purpose of bringing it within the
ambit of this dispensation.

(iii) The reasonableness of rates should be gone into objectively and in detail
by the accepting authority.
(iv) Quotations should not be for items which can be executed through the
existing contracts including Zonal Contracts.
(v)

Quotations should not be for fancy (expensive but of low utility) items.

(vi) Quotations should only be for works which are urgent in nature.
(vii) Quotations should normally be invited from at least 3 well experienced
contractors/ agencies not necessarily borne on the approved list.
(viii) Accepting authority must take precautions to see that the quotations are
from genuine firms (and not from fictitious firms).
(ix) A register showing full particulars of works authorized through quotations
will be maintained by the officer having powers to dispense with calling of
tenders. The register shall be sent to associate finance while seeking their
concurrence.
(x)

3.

These powers shall be exercised only by field officers and their
controlling HODs and not by other Head quarters officers’ incharge of
Planning, Design etc.

The ordinary rule is that no work may be commenced and no liability or
expenditure incurred on a work until a detailed estimate for it has been
sanctioned and allotment of requisite funds made by the competent authority
(Para 1102-E).
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4.

Pre-requisite of Tenders

4.1 Before calling tenders, the following conditions should be fulfilled in terms of
Railway Board’s letter no. 80/W2/3/33, dated 28/29.08.1980 (Annexure- 4) and
Board’s letter no. 85/W1/CT/9, dated 22.02.1985 (Annexure-5).
(i)

The Railway is in a position to handover the site of work and plan to the
contractor.

(ii)

The Railway should be ready with full knowledge of character and scope of
work.

(iii) The Railway is ready with design, detailed drawing, schedule of
quantities etc.
(iv) Tender documents for sale is ready from the date of notification of tender
notice.
4.2 Before inviting tenders, soil exploration should be carried out at site/s which are
located on filled up tanks or hollow grounds, so as to avoid any changes in the
design of foundations and structure at a later date. {Board’s letter no. 68-B(C)PAC/IV-23(23), dated 20.08.1968 (Annexure-6) }.
5.

Tender Notice:

5.1 Contents of tender Notice : Due care should be taken while preparing Tender
Notice. Tender Notice must furnish details such as per Railway Board letter No.
2008/CE-1/CT/21 dt 5/3/2009 (Annexure- 7)
(i)

Name of work with its location

(ii)

Approx cost of work

(iii) Cost of Tender form
(iv) Address of office from where tender form can be purchased
(v)

Earnest money to be deposited

(vi) Completion period of work
(vii) Date & Time for submission of tender & opening of tender
(viii) Web site particulars & notice board location where complete detail of
tender can be seen.
(ix) Any other information relevant in tender notice
The Railway need to be cautious while issuing notices & corrigendum/
addendum which should be invariably publish in all the concern news papers
besides posting the same in the web site, Notice Board of office etc. where the
original notice was pasted. The web site should also specify a date up to which
the tenderers may note, updates/ corrigendum/ revised date of opening.
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5.2 Tender Notice Period:
5.2.1. Open Tenders : When ‘Open’ tenders are invited, tender notices shall be
displayed on the notice board of the offices of Pr. Chief Engineer, CAO/Const.,
DRM, Dy. Chief Engineer, ADENs, Sr. Section Engineers – P.Way, Works & Bridges
and important sections of Division concerned and adjoining PWD, MES offices
for giving wide publicity. However, notice shall also be issued under certificate
of posting to all the eligible contractors borne on the approved list.
In addition to above, all works tender notices shall be published in the news
papers on the approved list of Govt. of India and uploaded on website of the
organization. The minimum period of notice (which shall be counted from the
date it is published in the news papers) shall be one month. However, it may be
reduced in accordance with Railway Board’s letter No. 2007/CE-I/CT/18/Pt.II
dated 30.07.2010 (Annexure- 8).
5.2.2 Limited Tenders : The notice period should be counted from the date, when
tender notice is issued to the approved contractors under registered post. The
above minimum time may be reduced in consultation with associate finance, if
at all necessary.
5.3 Limited tenders may be invited from all the eligible contractors borne on the
approved list. Exception may be made where the previous record of the
contractor has not been satisfactory, but the reasons thereof should be
recorded in writing.
5.4 It should be ensured that tender documents are made available for sale
immediately after the tender notices are issued / published. In cases where
tender notices are published much in advance, the date from which tender
documents would be available should also be notified giving adequate time for
obtaining drawings, specification, preparation of proper quotations etc. If for
any reason, the tender documents are not ready by the notified date, suitable
extension in time should be given for obtaining the tender papers and opening
of tenders.
The date since when tender documents should be made available for sale
should be not less than 15 days prior to the due date of opening of tenders
{Board’s letter no. 93/CE-1/CT/85, dated 09.05.1994 (Annexure-9)}.
6.

Tender Documents:

6.1 The tender documents consist of :
(i)

Instructions to tenderers and conditions of tenders

(ii)

Regulations for tenders & contracts, GCC & standard specifications

(iii) Special conditions of contract, if any
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(iv) Special specifications, if any
(v)

Tender schedule

(vi) The form of agreement which the successful tenderer is required to
execute.
6.2 Instructions contained in Railway Board’s letter no. 93/CE-I/CT/11, dated
04.05.1993 (Annexure 10), in this regard should be followed.
7.

Pre-tender Meeting
A pre-tender (pre-proposal) meeting or conference may be conducted,
generally in complex situations, to brief prospective bidders after a solicitation
has been issued but before tenders or proposals have been prepared. Such a
meeting permits the explanation or clarification of complicated specifications
and requirements to interested bidders. Pre-tender meetings guarantee the
benefits of full and free competition by clarifying possible points of confusion
on Government requirements so that all potential bidders may submit tenders
on equal footing with equal understanding. Remarks and explanations at the
meeting will not qualify the terms of the tender or specifications. All attendees
must be advised that unless the tender is amended in writing, it will remain
unchanged, and that if an amendment or addendum is issued, normal
procedures relating to the acknowledgment and receipt will apply.

8.

Quoting of Rates
The practice of calling item-wise rates to be quoted by the tenderers should be
avoided, as far as possible. For items covered by standard schedule of rates,
tender should be called for on the basis of a percentage above/par/below the
standard schedule of rates. Even for non-schedule items for which it is possible
for the Railway to work out basic rates corresponding to the standard schedule
of rates, the tender schedule may be prepared giving the basic rates, as thus
worked out. On this, the tenderer may quote a percentage above/par/below
these basic rates. With this system, the number of items for which the tenderer
is required to quote item-wise rates on his own, will be limited to a small
number. Such items may be made into a separate tender schedule {Board’s
letter no. 87/W-1/CT/65, dated 13.01.1988 (Annexure-11)}.

***
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CHAPTER- III
CLASSES OF TENDERS
1.

Open Tenders:

1.1 The system of invitation of tenders by public advertisements in the most open
public manner possible should be used as a general rule and must be adopted
with certain exceptions (limited tender, Special Limited tender, single tender or
dispensing with tenders) (Para 1213-E).
1.2 Wide publicity may be given to the call of tenders by:
(a)

Notices in Railway Offices

(b) Notices in other Govt. offices
(c)

Advertisement in vernacular/local news papers

(d) Advertisement in National/International news papers, if work is very
important
(e) Uploading notice on website.
2.

Limited Tenders:

2.1 Where for reasons which should be in the public interest, it is considered not
practicable or advantageous to call for open tenders; limited tenders may be
invited with approval of the competent authority. The reasons for inviting
limited tenders from firm/contractors should be kept on record while
approaching finance for concurrence.
2.2 Detailed procedure to call for limited tender has been given in the ‘Sudhir
Chandra Committee Report’ subsequently followed by Board’s letter No. 94/CEI/CT/4 dated 22.10.2001 (Annexure-12) and 17.10.2002 (Annexure-13). Both
open line and construction project may be awarded on the basis of limited
tenders. For this purpose, a list of approved contractors should be properly
maintained and tenders called only from amongst the contractors borne on the
approved list. The schedule of power will be as under:
SL

Level of Officers

Power

(i)

PHOD / CHOD

More than

1.5 crore and upto

(ii)

SAG Officers / DRM

More than

37.5 crore and upto 1.5 Cr.

(iii)

J.A. Grade / S. Grade

Upto

7.5 Cr.

37.50 Lakh

{Ref Letter No. 2013/CE-I/CT/O/20/PO/Pt.II(ii), dtd 26.11.2013 (Annex.-14)}
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2.3 While exercising above powers, the following conditions should be fulfilled :
(a) The minimum number of contractors to be borne on the approved list
should not be less than 10 (Ten).
(b) The approved list of contractors should be up-dated annually as per
Board’s Letter No. 2007/CE-I/CT/18 dated 30.06.2009 (Annexure-15),
without fail.
(c)

Notwithstanding the provisions above, the Railway may invite open
tenders in the following circumstances :
(i) In the event of in-sufficient response to the tender from the
contractors borne on the approved list;
(ii) When the work is of special nature and contractors with requisite
experience are not available on the approved list and
(iii) When ring formation is suspected.

(d) Limited tenders may be invited from all the contractors borne on the
approved list and not restricted to 10 no. of contractors.
(e) The tender notices should be published in newspapers and uploaded on
website and sent by registered post or under certificate of posting or
handed over to the parties concerned and their clear acknowledgement
obtained.
(f)

To check reasonableness of the rates, it is not merely enough to compare
the same with the previous accepted rates, especially if the previous
tenders happen to be limited one. A check of the current market rate and
rate analysis may also be undertaken to establish reasonableness of
the rates {Board’s letter no. 88/CE-1/CT/71, dated 12.06.1989
(Annexure- 16)}.

2.4 Limited tenders are to be invited only if it is considered advantageous to do so.
There is no restriction on calling open tenders even in the case of works costing
less than 7.5 crore. As a matter of fact, calling open tenders for such works
from time to time would be advantageous to test the market and hold the rates
in check {Board’s letter no. 83/W-1/CT/14(Policy), dated 04.04.1989 (Annexure17)}.
3.

Single Tender:

3.1 Calling of single tender should be resorted to only in exceptional circumstances,
as laid down in Para 1214A-E after recording necessary certificates:
(a) Emergent Situation :
•

Accidents, breaches involving dislocation to traffic.
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•

Works of specialised nature to be personally approved by the
GM/CAO (C) with prior/ concurrence of the FA & CAO. This power is
not to be delegated to any other authority.

•

Any other situation where General Manager personally considers it
inescapable to call for single tenders subject to this power can be
exercised by GM only with prior concurrence of Finance.

(b) ‘Annual Maintenance Contract’ for equipment can be placed on single
tender basis on authorised dealers with approval of Additional General
Managers of Railways.
3.2 The proposal for Single Tender should be prepared by executive. This should be
concurred by FA&CAO and personally approved by GM. Thereafter, the tender
committee will be one stage higher depending upon the delegation of powers in
the normal tendering process.
4.

Special Limited Tenders (SLT): Special Limited Tenders may be adopted in the
following situations in consultation with FA&CAO:
(i)

Works of specialised nature (to be approved by the PHOD personally) .

(ii) Works of Urgent nature (to be approved by the GM personally).
(iii) Consultancy works ( To be approved by the GM personally).
Special limited tenders may be invited from specialised and reputed
contractors/ organisations/ agencies.
A proposal detailing the circumstances and the necessity for going in for Special
Limited Tenders should be, initiated and got concurred by FA&CAO in respect of
Open Line and FA&CAO(C) in respect of Construction Organization before
personal approval of the PHOD is obtained.
Tenderers from whom Special limited tenders are to be invited should
preferably be more than six but not less than four. Tenderers need not
necessarily be borne on the Approved list.
***
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CHAPTER- IV
EARNEST MONEY, PERFORMANCE GUARANTEE AND SECURITY
DEPOSIT FOR WORKS CONTRACT
1.

Earnest Money:
The amount of earnest money to be deposited should be sufficiently large to be
a security against loss, in the event of contractor failing to undertake the work or
to furnish the required security within the stipulated time after acceptance of
his tender or until such time as the sums due to him for a sufficient guarantee, as
the cases may be (Para 1241-E). The rate and manner in which EMD is to be
taken should be as per General Condition of Contract.

2.

Performance Guarantee:
This is taken for the purpose of successful performance by the contractor to
execute the work. The rate and manner in which it is taken should be as per the
clause 16 of General Conditions of Contract. The PG has to be obtained from
successful bidder after issuance of letter of acceptance but within 60 days of
issue of LOA. This can be released immediately after physical completion of
work.

3.

Security Deposit:

3.1 Security deposit is to be paid by contractor in token for the due fulfilment of a
contract. The amount of security deposit required will be as under:
(a) Security Deposit for each work should be 5% of the contract value,
(b) EMD of successful tenderer will be retained as part S.D., balance will be
recovered at the rate of 10% of the bill amount till the full Security Deposit
is recovered,
(c) Security Deposits will be recovered only from the running bills of the
contract and no other mode of collecting SD shall be permitted {Refer para
16 (2) of GCC 2014}.
3.2 Security Deposit shall be returned to the contractor with the approval of the
Competent Authority after the expiry of the maintenance period and after
passing the final bill based on No Claim Certificate (from Contractor) and also no
dues certificate against contractor {Refer para 16 (2) of GCC 2014}.
3.3 No interest will be payable upon the Earnest Money and Security Deposit or
amounts payable to the Contractor under the Contract {Refer para 16 (3) of GCC
2014}.
***
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CHAPTER- V
OPENING OF TENDERS & SCRUTINY
1.

Receiving of Tenders: Tenders can be dropped in the tender box or received by
registered post. The tenders received by post should be entered in the Tender
register and the time of receipt should be recorded on the cover of the tender
and deposited before the closing time in the tender box (Para 1247-E). In case
of e-tendering, tenders can be received only electronically on IREPS portal.

2.

Opening of Tenders: Tenders should be opened at the specified time, date and
place by the officer nominated for the purpose. The presence of Accounts
representative at the time of opening of tenders is required. The sale of tender
papers should be stopped four hours before opening of tenders {Railway
Board’s letter no. 94/CE-1/CT/4, dated 17.09.1997 (Annexure-18)}. In case of
e-tendering, tender papers should be available immediately after publication of
NIT till closing time of tender and tenders be opened at specified time and date
on IREPS portal only.

2.1 Precautions to be observed while Opening the Tenders :
The officer, who opens the tenders and the Accounts representative witnessing
the tender opening, should –
(i)

Initial (with date) the cover containing the tender, front cover page of the
tender and every page of the tender on which the rates or special tender
conditions are quoted.

(ii) Initial (with date) all corrections in the schedule of quantities, schedule of
materials, to be issued and specification and other essential parts of the
contract document.
(iii) Mark and initial all over writing in red ink. The corrections, over writing and
omissions should be serially numbered and the total number of such
corrections etc. should be clearly mentioned at the end of each page of the
schedule attached to the tender paper and attested with date.
(iv) Clearly indicate on each page of schedule attached to the tender, any
ambiguities in rates quoted by the tenderers in words or figures.
(v) Should specifically record whether samples have been supplied or not
along with tender (Para 1249-E).
The names of the tenderers and rates quoted by each tenderer should be read
out, wherever practicable, to the tenderers or the representatives, who may be
present at the time of opening of the tenderers. While opening the tenders, no
opportunity should be given to any tenderer to repudiate, amend or explain the
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rates and or any condition quoted in the tender no tender should be
entertained from any party in his private capacity who is directly or indirectly
connected with Govt. service or for which the specified earnest money has not
been received (Para 1250-E). In case of e-tendering, the offer will be opened on
IREPS portal by the competent authority using their Digital Signature
certificates.
3.

Tender Register:

3.1 Particulars of tenders should be noted in a register which should include the
following information :
(a) Name of work.
(b) Tender notice no.
(c) Nature of Tender
(d) Date of opening of tenders
(e) Earnest money required
(f)

Serial No.

(g) Name of tenderer
(h) Date of application
(i)

Cash received

(j)

Cash remitted (money receipt no. & CR note no. with date)

(k) Tender forms no.
(l)

Signature of issuing officer

(m) Signature of tenderer
(n) Remarks
3.2 The tender register should be signed by the representative of the Executive and
Accounts who open the tenders. The original tenders should always be kept in
the custody of a Gazetted Officer till Tabulation Chart is prepared and got signed
by the Tender Opening Committee. In case of e-tendering, the Chart should be
prepared by portal and signed by Tender Opening Committee.
4.

Comparative Statement:

4.1 After the tenders are opened, the tender documents should be in the custody of
a Gazetted Officer till the tender is finalized. A Comparative Statement of rates,
amounts, quantities and other important tender conditions should be prepared
by a responsible staff for which necessary office order fixing responsibility of the
staff concerned should be issued prior to giving the work to him.
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4.2 Each and every page of the comparative statement must be signed by the staff
preparing it and checked and signed by the section in-charge.
4.3 The Executive Officer and the respective Accounts officer should carry out 100%
check of the comparative statement and sign each and every page thereof and
not the last page only.
4.4 The comparative statement should also show the following information :
(a) Position regarding deposit of earnest money.
(b) Late & delayed tenders should be entered prominently in red ink
4.5 It must be ensured that all tenders received are tabulated in the comparative
statement and put up to the Tender Committee alongwith briefing note duly
vetted by finance for their consideration without any screening by any other
official.
5.

Briefing Notes:

5.1 A briefing note shall be prepared by the In-charge of the section dealing with
tenders, signed by Executive Officer. The briefing note will be vetted by
Associate Finance.
5.2 The basic information in the Briefing note should be on the following format:
(i)

Tender notice no.

(ii) Description of works
(iii) Approx. cost as per Tender Notice
(iv) Number of approved contractors to whom tender notice was sent (in case
of Limited Tender only)
(v) Number of tenders sold
(vi) Number of tenders received and opened
(vii) Date of opening of tenders
(viii) Original tenders placed at
(ix) Comparative Statement (Tender Chart) placed at
(x) Number of tenders accompanied with requisite amount of earnest money
5.3 The briefing note shall contain the following information in detail:
(i)

The name of tenderers, their tendered rates and value of work

(ii) Particulars of earnest money deposits
(iii) Position of approved plans and sanctioned estimate
(iv) Whether N.S. Rates included in the tender schedule
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(v) Latest accepted rates for similar nature of work in the same or contiguous
area, prevailing Zonal rates and market rates in the area
(vi) In case of tenders for residential buildings, the comparison of rates with
ceiling cost
(vii) Comments on tenderers special conditions/variations from standard
specification and special conditions to the tenders particularly in regard to
their financial implications on the rates and value of the work
(viii) Comments, if any, on working conditions prevailing in the area
(ix) Any special circumstances which may affect the rates in the area
(x) Comparison of rates offered with the estimated cost of the work/with last
accepted rates
(xi) Comments on financial sanding, technical competence and capacity of
tenderers
5.4 The briefing notes shall be prepared under the direction of the concerned
Executive Officer. He will ensure that all aspects enumerated above are included
in the briefing note and sign each page of the briefing notes.
5.5 The financial evaluation will be done by the Chief Draftsman assigned for the job
and shall be checked by Chief Draftsman. They will be responsible to the
correctness of the comparative statement and the briefing note and sign each
page of the same.
5.6 The section in-charge dealing with the tenders shall ensure that all special
conditions have been accounted for and that comparison has been made with
prevailing rates of the area and sign on each page of the briefing note.
5.7 SO(A) of finance branch will be responsible for the verification of the financial
data etc. in the briefing notes and put the same to the Accounts Officer in
finance wing along with the relevant records for his vetting and signature on
each page.
5.8 Only the signed and vetted copies of briefing note shall be circulated amongst
the T.C. Members well in advance preferably along with T.C. Meeting notice.
6.

Delayed/Late Tenders:

6.1 Tenders received before the time of opening, but after due date and time of
receipt of tenders are delayed tenders.
6.2 Tenders received after the specified time of opening of the tenders are late
tenders.
6.3 Late/Delayed/Post tender offers are to be dealt as per instruction contained in
Board’s letter no. 71/RS(G)/777 dated 01.08.1981 (Annexure-19) duly modified
vide their letter no. 83/W1/CT/17 dated 30.07.1984 (Annexure-20).
***
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CHAPTER-VI
FORMATION OF TENDER COMMITTEE
1.

Constitution of Tender Committee:

1.1 Tender committee should be generally constituted by the authority competent
to accept the tenders. When the GM is authority competent to accept the
tender, the HOD concerned should arrange/constitute the Tender Committee.
The Tender Committee should consist of a minimum 3 members {Letter No.
2007/CE-I/CT/18, dated 07.03.2008 (Annexure- 21)} of whom one should be
from the Accounts department and one from the concerned executive
department as convener of TC. The third member should be from another
department which also deals with such contract matters.
The Tender Committee should be so constituted that the officer recommending
acceptance of a tender in his capacity as a member of Tender Committee shall
not be also the accepting authority of the same tender. In such cases, the officer
concerned should put up the T.C.’s proceedings to the next higher authority for
acceptance, not with understanding the fact that the Tender Committee’s
recommendations are within his own powers of acceptance (Para 1255-E).
1.2 For works contracts upto the value of ` 20 lakh, the Tender Committee should be
constituted consisting of 2 members only, out of which one should be from
department concerned and other the finance Member {Board’s letter no.
2007/CE-1/CT/18 , dated 07/03/2008 (Annexure-21 )}.
1.3 It is general practice that the constitution of Tender Committee should be
determined by the value of lower tender. However, if the tender Committee, so
constituted recommends to bypass the lowest tender for certain reasons, and
the next offer is beyond its competence, then a higher level committee should
be constituted to deal with the case further.
1.4 The constitution of Tender Committee and authorities for acceptance of
tenders for works contracts in respect of ‘Open’ & ‘Limited’ tenders, as per
letter no. F(X)II-2014/PW/1 dated 01.01.2015 (Annexure-22), 2007/CEI/CT/O/20/1 dated 08.10.2015 (Annexure-23) and no. 2013/CE-I/CT/O/20/Pt.II
(ii) dated 26.11.2013 (Annexure-12).
1.5 In divisions where no Sr.DFM is available, DFM will be member of Tender
Committee.
1.6 In department where no Sr. Scale officer is available, JA grade officer may be
member of Tender Committee. However, in that case, accepting authority will
be ADRM {No. 2007/CE-I/CT/18 dated 30.06.2009 (Annexure-15)}.
1.7 The list of sister departments dealing with tenders for the purpose of
constitution of tender committee shall be as follows:
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SL

Department

Sister Department

1.

Civil Engineering (OL)

(a) Electrical
(b) Signal & Tale-Comm.
(c) Mechanical

2.

Civil Engineering (Const.)

(a) Electrical
(b) Signal & Tale-Comm.

3.

Mechanical

(a) Electrical Engineering (OL)
(b) Electrical

4.

Operating

(a) Civil Engineering

5.

Electrical

(a) Civil Engineering (OL)
(b) Mechanical
(c) Signal & Tele-Comm.

6.

Signal & Tele-Communication

(a) Civil Engineering (OL)
(b) Civil Engineering (Con)
(c) Electrical

1.8 No member of tender committee will act as the accepting authority for the
same tender. The recommendations of Tender Committee should be put up to
the next higher authority for acceptance. {Board’s letter no.88/CE-I/CT/76
dated 23.12.1988 (Annexure- 24)}.
1.9 It may be noted that :
(a)

The total value of tender will be criterion to decide the competent authority for
acceptance even if the proposals against the tender are put up in parts.

(b)

The proceedings for the Tender Committee will be put up by convener member
of tender committee direct to the accepting authority.
***
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CHAPTER-VII
CONSIDERATION OF TENDERS
1.

Responsibility of Tender Committee:

1.1 Tender should be considered without delay and should be finalized within the
period of validity of offers {RB’s letter no 2000/CE-1/CT/1 Pt dated 24-08-2000
(Annexure-25)}.
1.2 It is the prime responsibility of tender committee to define the L-1 as per the
definition given in the ‘Sudhir Chandra Committee Report’. L-1 should be
defined as the lowest, valid, eligible and technically acceptable tenderer who
would have been otherwise considered for award of contract directly, if the
rates were not unreasonably high. Further, the tender committee should
consider this offer of L-1 to see whether it is acceptable, or require to conduct
negotiations or to reject it. Tender committee has no power to consider the
offer of L-2. In case, the L-1, as per the above definition withdraws from his
offer, the tender should be discharged and re-invited.
1.3 Tender Committee, while examining the credentials and partnership deed etc.
of the tenderers, should see whether a group of persons or firms having
different names, but controlled/managed by the same group or individuals
have not submitted separate tenders and should ensure that real and fair
competition exists in response to the tender notice before they recommend
acceptance of one of the tenders. {Board’s letter no. 72/W-1/CT/32, dated
14.5.1974 (Annexure-26)}.
1.4 Tender committee while accepting condition stipulated by the tenderers
particularly conditions involving extra payment should make a realistic and
practical assessment of all the full utilization of the benefit which should be
adhered to {Board’s letter no. 63/747/29/track, dated 05.07.1968
(Annexure-27)}.
1.5 After submission of the proper tender documents in the tender box by the
tenderers, subsequent notified offers on slip/letter dropped in the tender box
will not be considered valid.
1.6 Particular care should be taken by the Tender Committee to ensure that the
rates quoted for individual items are realistic and are not abnormal and
unworkable in respect of any item of work {Board’s letter no.63/TG-II/6, dated
13.09.1963 & no.71/W1/CT/42, dated 17.11.1972 (Annexures –28 & 29)}.
1.7 Every tender committee constituted must go through the tenders, comparative
statement and briefing notes and consider the tenders and form their
recommendations. It should be ensured that there is no delay in finalizing the
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minutes of tender committee and, as far as possible, the draft of minutes should
be finalized by tender committee at the meeting itself. Under no circumstances
any of the members of the tender committee should refer the tender case to
any officers/staff under his or to any one else for scrutiny and/or comments.
The proceeding of the tender committee should be signed by the members of
tender committee on each and every page. The recommendations of tender
committee are to be put up direct to the accepting authority, without further
recommendations and comments from any one {Board’s letter no.
87/RS/(G)777/3 dated 06.11.1987 (Annexure-30)}.
1.8 When single offer is received in response to an “Open” or a “Limited” tender,
this should not be treated as “Single” tender, but as “Open” or “Limited” tender
only, as the case may be and processed accordingly.
1.9 When in response to a call of “Limited tender” (as distinct from single or open
tenders under the rules enforce) only one tender is received, fresh tenders
should be invited, except in very urgent ones.
1.10 In case where specifications in a tender have undergone any major change
before the tender is furnished, fresh tenders should be called for, giving
sufficient notice to the tenderers.
1.11 Notwithstanding the general ban, late tenders received from established/
reliable suppliers, conforming a substantial advantage can be considered by the
railway after obtaining Board’s approval in each case. Such cases should be
recommended for consideration of the Board with the personal approval of the
GM duly concurred by the FA&CAO. The Railway should not enter into any
dialogue with the agency submitting a delayed tender without obtaining
Board’s prior clearances {Board’s letter no. 83/W1/CT/17 dated 30.7.1984
(Annexure –20)}.
2.

Negotiation :

2.1 The selection of contractors by negotiation is an exception rather than rule and
may be resorted to where all the tenders are considered to be reasonably high
in value and it is felt that re-tendering would not secure better advantage to the
Railway.
2.2 The decision whether to invite fresh tender or to negotiate with L-1 should be
taken by the competent authority on the recommendations of the tender
committee.
2.3 After the competent authority has decided to call specific tenderers for
negotiation, the following procedure should be adopted :
(a) The tenderers to be called in for negotiations should be addressed as
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laid/down in Board’s letter no. 61/W-II/CT/24, dated 31.10.1965
(Annexure–31), with modification that it will apply to L-1 only and not to
all the tenderers. Further the rates originally quoted by L-1 shall remain
open for acceptance in the event of failure of negotiation.
(b) While conducting negotiations with tenderers and obtaining revised rates
and recommending the same for acceptance, the tender committee
should ensure that the fundamental requirements of safeguarding
Railway’s financial interest have been fully observed.
Note –The above instructions may not be applied rigidly to tenders for specialized
works or equipments where tenderers may quote according to their own
specifications and designs for various reasons such as improvement in
technology etc. and it may become necessary to discuss technical and other
details with them to select the most suitable offer. Such cases should
necessarily be very few. The procedure of conducting negotiations should be
decided on the merits of each case in consultation with the FA&CAO.

***
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CHAPTER-VIII
ACCEPTANCE OF TENDERS
1.1 An unqualified acceptance of tender constitutes a binding contract until a
formal agreement is constituted and in order to ensure this fact, the acceptance
letter should be suitably worded. However, if the acceptance of the tender by
the Railway is a conditional acceptance, it requires the consent of the tenderer
before binding contract takes place (Para 1256-E).
1.2 In case the terms & conditions incorporated in the letter of acceptance/
purchase orders are different from those originally offered and modified by the
tenderers subsequently during the course of negotiations, discussions or
otherwise, the contractors should be asked to return one copy of the letter of
acceptance/purchase order duly signed by the same person who signed the
original offer against the tender in token of his acceptance of contract to
revised conditions {Board’s letter no. 67/RS(G)/779/17, dated 22.6.1967
(Annexure-32)}.
1.3 The letter of acceptance and the agreement should be signed for and on behalf
of President of India by the competent authority of the Railway, as delegated in
SOP GEN in this respect.
1.4 The recommendations of Tender Committee should be put up to the accepting
authority.
2.1 The acceptance or rejection of tenders is left entirely to the discretion of the
authority empowered to do so. The reasons for departing from the
recommendations of the tender committee should be recorded by the
accepting authority. If the ‘Finance Member’ finds some financial impropriety
in the award of contract, he can report the matter to FA&CAO. Though the final
decision would rest with the accepting authority, he may obtain the opinion of
Associate Finance at the appropriate level, if necessary before making final
decision. {Board’s letter no.74/AC-III/30/6, dated 28.12.1983 (Annexure- 33)}
2.2 Where for any reasons, the accepting authority does not consider justifiable to
accept the recommendation of the tender committee he may, if so desires,
refer the matter to the tender committee for re-consideration setting out
reasons for not accepting the recommendation of the Committee.
***
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CHAPTER-IX
ZONAL CONTRACTS
Contract for Works and Engineering Materials
1.

It is often advantageous to allot all minor works and all works of repairs and
maintenance in a particular zone for a definite period to one contractor. It may
be likewise advantageous to make this contractor who can be called a Zonal
contractor responsible for the conveyance or supply of engineering materials as
and when required in a particular zone during a specified period. The Executive
Officers of the Engineering Department should, therefore, take steps to select
suitable contractors for zone contracts, which will include :
(a) New works, additions and alteration to existing structures, special repair
works and supply of building materials subject to the value of each such
work order not exceeding 2 lakh
(b) All ordinary repair and maintenance works.
(c) Conveyance of materials, e.g. Bricks, sand etc. which are likely to be
required in a zone during the year.
st

th

2.

The Zonal Contracts should be for the period from 1 July to 30 June. The
contracts for these works or supplies should be as a rule, be on a yearly basis. If
however, any special advantage, such as more favourable rate is likely to be
secured by giving out contracts for longer periods (as in the case of manufacture
and supply of bricks), contracts for more than a year may, with the concurrence
of the Account Officer, be entered into.

3.

It should be ensured that as a far as practicable, no work orders are approved
against the old contract after the opening of the new tenders and all works of
the old contracts are completed by the end of June. Exceptional cases may,
however, be dealt on their merits with the approval of the competent authority
taking into account all relevant facts including such information as is available
regarding the trend in rates (Para-1209-E).

4.

For the purpose of bringing special works under Zonal contracts, sanctioned
works should not be artificially spilt so as to bring their value to less than 2 lakh.

5.

The total approximate amount of each Zonal Contract should be carefully
worked out at the time of invitation of tenders, so as to avoid any proposal to
enhance the value of the Zonal Contract at a later date. Every effort should be
made to foresee the possible extra works that are likely to arise within the area
and duration covered by the Zonal contract.

6.

For fixing the value of the Zonal Contract, the tenders in the last 2 to 3 years are a
good guide. Suitable adjustment should, however, be made for :
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(a) Special feature on work which figured in those years and may not occur
during the coming year.
(b) Special features on works to be provided for in the coming year.
(c) The increase in costs in the market in materials, labour etc.
st

th

7.

Zonal Contracts usually apply from 1 July of one year to 30 June of next year.
The tenders for Zonal Contracts may be invited well in advance allowing time for
dealing them, if necessary after negotiations & tendering and acceptance letter
to be issued before 30th June. It would, therefore, be desirable that tenders are
invited in the month of April, opened in the month of May and finalized by 30th
June, so that contract may take effect from 1st July. {Board’s letter No. 63/WII/CT/28 dated 05.03.1966 (Annexure-34)}.

8.

The limit of each work order under Zonal contracts 2 lakh with immediate
effect. The existing Para no. 1209-E is, therefore, amended accordingly. It is
clarified by Board further that the said amendment reflects only financial limit
prescribed in Sub-Para (1) of Para 1209-E, and does not alter, effect or has any
repercussion on any other provision of the above said amendment. The Zonal
Tenders should be of adequate value and there should be only one zone
contract for a specified jurisdiction for the various items.

9.

To avoid unnecessary paper work, a proper assessment of works to be executed
under the Zonal Contracts on “Open” line and Misc. Work contracts on
construction organization should be made. These tenders should be of viable
amount and should include works under various Chapters of the Standard
Schedule of Rates. Construction units should evaluate miscellaneous works on
their units which may be required during a specified period and in a specified
jurisdiction, such as loading, unloading, transportation of materials,
maintenance works of construction officers, quarters and such other items
which may be required to be done at Standard Schedule of Rates of the Railway
and include these in Misc. Works contracts.

10. The position and issue of work order should be reviewed at a stage when work
orders for approximately 50% of the contract value are placed with the
contractor.
11. The basic schedule of rates should be kept updated periodically every year, so
that the Zonal Contract system can work properly and efficiently.
***
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CHAPTER-X
REGISTRATION OF CONTRACTORS, ADVANCES
AND PRICE VARIATION CLAUSE
1.

Registration of Contractors:
As indicated in Para 2.2, Chapter III, Individual Railways may decide the category
of work for which list of approved contractors should be maintained for each
monitory slab {Ref Board’s letter No.2013/CE-1/CT/0/20/PO/Pt.II(ii) Dt.
26/11/2013 (Annexure- 12)}.

1.1 Eligibility Criteria for registration of contractors in Approved list of Contractors
shall be as under:Category of
Contractor

Monitory

Class 'C'

Upto
37.5 lakh

Class 'B'

More than
7.5 lakh
and upto
1.5 crore

Eligibility Criteria
(i) They should have an engineering organization
with an Engineering Diploma Holder having at least
3 years experience of relevant discipline.
(ii) At the time of enlistment, they should have
satisfactorily executed at least two works, each
individually costing not less than 10 lakh.
(iii) During the last 3 financial years, they should
have received contractual payments of at least
25 lakh.
(i) They should have an engineering organization
with at least a graduate Engineer having a minimum
of 5 years experience in relevant discipline and
should maintain minimum compliment of transport
equipments and construction tools and plants
commensurate with the nature of works being done
by them.
(ii) At the time of enlistment, they should have
satisfactorily executed at least two works, each
individually costing not less than 25 lakh.
(iii) During the last 3 financial years, they should
have received contractual payments of at least
1 crore.
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Monitory

Category of
Contractor
Class 'A'

More than
1.5 lakh
and upto
7.5 crore

Eligibility Criteria
(i) They should have an engineering organization
with at least a graduate Engineer having a minimum
of 10 years experience plus an engineering diploma
holder having a minimum of 5 years experience in
relevant discipline and should maintain a minimum
compliment of transport equipments and
construction tools and plants commensurate with
the nature of works being done by them.
(ii) At the time of enlistment, they should have
satisfactorily executed at least two Civil Engineering
works, each individually costing not less than
1 crore.
(iii) During the last 3 financial years, they should
have received contractual payments of at least
5 crore.

1.2 The composition of the selection committee and accepting authority for
registration of contractors shall be as given in following table :
Category / slab

Composition of Selection
Committee

Accepting Authority

Class ‘C’
Two JAG officers (one each DRM in the case of Division /
Upto 37.5 lakh from Executive Department SAG officer of the Executive
and Finance Department)
Department in offices other
than Division
Class ‘B’
More than
37.5 lakh
and upto
1.5 crore

Two JAG officers (one each DRM in the case of Division /
from Executive Department SAG officer of the Executive
and Finance Department)
Department in offices other
than Division

Class ‘A’
More than
1.5 crore
and upto
7 crore

Two SAG officers (one each PHOD
from Executive Department
and Finance Department)
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1.3 The above, inter-alia, covers the following aspects :
(i)

No work or supply should ordinarily be entrusted for execution to a
contractor whose capability and financial status has not been investigated
before hand and found satisfactory.

(ii) Once in 3 years by giving wide publicity through advertisements etc.,
intending contractors may be invited to register themselves for different
classes.
(iii) Where required, capacity of the intending contractors to execute works
satisfactorily as an independent and competent agency, their financial
capability for satisfactory execution of railway works, field of
specialization, past experience, ability to supervise the works personally
or through competent and qualified / authorized engineers / supervisors,
be examined and investigated expeditiously prior to their enlistment.
(iv) An annual fee of 2,000/- shall be charged from registered contractors to
cover the cost of sending notices to them and clerkage for tenders, etc.
(v) The ‘List of Approved Contractors’ be treated as confidential office record
and individual names of contractors on the list should not be made known
to other contractors. It should be maintained upto date in a neat and
unambiguous manner.
(vi) The List will be reviewed every year for deletion which will be effective
from 1st July and additions, if any, will be done once in six months which will
be effective from 1st January and 1st July.
(vii) Once the contractor is borne on the approved List, it will be valid for three
years, unless already deleted during the annual review, or the expiry of the
validity of the ‘Approved List’ as a whole, whichever is earlier.
(viii) There will be separate ‘Approved Lists’ for the Open Line and the
Construction Organizations for each identified category of work.
(ix) In Open Line, Approved Lists for Classes ‘B’ & ‘C’ will be maintained
Division-wise and for Class ‘A’ there will be one common list for the Railway
as a whole. In the Construction Organisation, ‘Approved Lists’ for Classes
‘B’ & ‘C’ will be for a particular pre-determined geographical area or Dy.
CE(C), wise and for Class ‘A’ it will be CAO(C) / GM(C), wise.
(x)

For registration in the approved list, the contractor shall furnish a nonrefundable fee of 15,000/- (Rupees fifteen thousand), 20,000/- (Rupees
Twenty thousand) and 30,000/- (Rupees Thirty thousand) for registration
under Category ‘C’, ‘B’ and ‘A’, respectively.
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2.

Advances to Contractors – In terms of Railway Board’s letter No. 2007/CEI/CT/18/Pt.2 dated 04.10 .2012 (Annexure-35).

2.1 It shall be duty of the Executives to abstain as far as possible from giving
advances and they should endeavor to maintain a system under which no
payments are made except for work actually done. General Managers may,
however, sanction advances within their delegation of powers, as per limits
indicated hereunder for such of the works which are capital intensive and of
specialized nature, if the estimated value of the tender exceeds 25 Crore
(twenty five Crore). Suitable provisions may be included in the special
conditions of the tender for grant of Mobilization Advance and advance against
machinery and equipment, if the work warrants grant of such advances, subject
to conditions stated hereunder:
2.2 Mobilization Advance This shall be limited to 10% of the contract value and payable in 2 stages, as
indicated below:
Stage I - 5% of contract value on signing of the contract agreement.
Stage II - 5% on mobilization of site-establishment, setting up offices, bringing in
equipment and actual commencement of work.
The two stages of advances shall be payable immediately after signing of
contract documents and at the time of mobilization respectively.
2.3

Advance Against Machinery and Equipment - This advance shall be limited to a
maximum of 10% of the contract value against new Machinery & Equipment,
involving substantial outlay, brought to site and essentially required for the
work. This advance shall not exceed 75% of the purchase price of such
equipment and shall be payable when hypotheticated to the President of India
by a suitable bond or alternatively covered by an irrevocable Bank Guarantee
for full cost of the Plant & Equipment from a Nationalized Bank in India or the
State Bank of India in a form acceptable to Railways.
The Plant & Equipment shall be insured for the full value and for the entire
period, they are required for the work. This Plant & Equipment shall not be
removed from the site of work without prior written permission of the Engineer.
No advance should be given against old Plant & Machinery.

2.4 Advances for Accelerating Progress of the Work During Course of Execution of
Contract - This advance is to be decided on the merits of each case for contracts
lying within the powers of General Manager (upto 100 crore or less or as
decided & circulated by Board from time to time) and shall be restricted to a
maximum of 5% of contract value or 1 crore whichever is less. This is to be
granted by the General Manager on the recommendations of the Chief
Engineer in-charge, in consultation with the Associate Finance.
36

2.5 Advances in Exceptional Cases General Managers are further empowered to grant advances in exceptional
cases upto a maximum of 5 lakh in respect of even contracts of value of less
than 50 lakh, if considered absolutely essential, depending on the merits of
each case and circumstances in each situation, to be recommended by the Chief
Engineer in-charge and in consultation with the Associate Finance.
2.6 The Above Advances are Subject to the Following Conditions (i)

The advance shall carry an interest of 4.5% per annum above the Base Rate
of State Bank of India, as effective on the date of approval of payment of
the advance by the competent authority and be restricted only for high
value tenders of 25 crore and above;

(ii) Advances except those against machinery and equipment, shall be
payable against irrevocable guarantee (Bank Guarantee, FDRs,
KVPs/NSCs) of at least 110% of the value of the sanctioned advance
amount (covering principal plus interest). The Bank Guarantee shall be
from a Nationalized Bank in India or State Bank of India in a form
acceptable to the Railways;
(iii) The recovery shall commence when the value of contract executed
reaches 15% of original contract value and shall be completed when the
value of work executed reaches 85% of the original contract value. The
installments on each "on account bill" will be on pro-rata basis;
(iv) That the grant of advance is primarily in Railway's own interest;
(v) That a contractor does not receive advances for same work from different
officers;
(vi) That arrangements are made with the Accounts Officer for proper
accounts being kept with regard to payment and recovery of these
advances; and
(vii) That all necessary precautions are taken to secure Government from the
possibility of loss and for preventing the system becoming more general or
continuing longer than what may be absolutely necessary for proper
progress of the work.
2.7 Method of Recovery of Interest - Interest shall be recovered on the advance
outstanding for the period commencing from the date of payment of advance
till date of particular on-account bill (through which recovery of principal is
effected) and adjusted fully against on-account bill along with pro-rata principal
recovery. In the event of any short-fall, the same shall be carried forward to the
next on-account bill and shall attract interest @ 4.5% per annum above the Base
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Rate of State Bank of India, as effective on the date of approval of payment of
the advance by the competent authority.
The Bank Guarantee for such advances shall clearly cover at least 110% of the
value of the sanctioned advance amount (covering principal plus interest).
{Authority: Railway Board’s letter no. 2007/ CE-I/CT/18 Pt.3, dated 12.04.12
(Annexure-36) & 23.5.2012 (Annexure-37)}.
3.

Price Variation Clause / Clause 46A of GCC Refer Railway Board’s letters No. 2007/CE-I/CT/18 Pt.19, dated 14.12.2012
(Annexure-38), 07.05.2013 (Annexure-39), 15.10.2014 (Annexure-40), No.
2007/CE-I/CT/18/Pt.13, dated 02.05.2014 (Annexure-41), No. 2013/CEI/CT/O/10/PVC/Pt.I, dated 27.01.2015 (Annexure-42).

3.1 Applicability : Price Variation Clause (PVC) shall be applicable only for contracts
of value as prescribed by the Ministry of Railways through instructions/circulars
issued from time to time and irrespective of the contract completion period.
PVC will not be applicable for Zonal Contracts and AMC contracts.
3.2 Variation in quantities shall not be taken into account for applicability of PVC in
the contract. Materials supplied free of cost by Railway to the contractors shall
fall outside the purview of Price Variation Clause.
3.3 Base Month : The Base Month for ‘Price Variation Clause’ shall be taken as
month of opening of tender including extensions, if any, unless otherwise
stated elsewhere. The quarter for applicability of PVC shall commence from the
month following the month of opening of tender. The Price Variation shall be
based on the average Price Index of the quarter under consideration.
3.4 Validity : Rates accepted by Railway Administration shall hold good till
completion of work and no additional individual claim shall be admissible on
account of fluctuations in market rates, increase in taxes/any other levies/tolls
etc. except that payment/recovery for overall market situation shall be made as
per Price Variation Clause given hereunder.
3.5 Adjustment for variation in prices of material, labour, fuel, explosives,
detonators, steel, concreting, ferrous, non-ferrous, insulators, zinc and cement
shall be determined in the manner prescribed.
3.6 Components of various items in a contract on which variation in prices be
admissible, shall be Material, Labour, Fuel, Explosives, Detonators, Steel,
Cement & Lime, Concreting, Ferrous, Non-ferrous, Insulator, Zinc, Erection etc.
However, for fixed components, no price variation shall be admissible.
3.7 The percentages of labour component, material component, fuel component
etc. in various types of Engineering Works have been defined in Clause 46-A of
General Conditions of Contract:
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3.8 Price Variation During Extended Period of Contract : The price adjustment as
worked out above, i.e. either increase or decrease shall be applicable upto the
stipulated date of completion of work including the extended period of
completion where such extension has been granted under Clause 17-A of the
Standard General Conditions of Contract.
Where extension of time has been granted due to contractor’s failure under
Clause 17-B of the Standard General Conditions of Contract, price adjustment
shall be done as follows:
(a) In case the indices increase above the indices applicable to the last month
of original completion period or the extended period under Clause 17-A,
the price adjustment for the period of extension granted under Clause
17-B shall be limited to the amount payable as per the Indices applicable to
the last month of the original completion period or the extended period
under Clause 17-A of the Standard General Conditions of Contract; as the
case may be.
(b) In case the indices fall below the indices applicable to the last month of
original/ extended period of completion under Clause 17-A, as the case
may be; then the lower indices shall be adopted for the price adjustment
for the period of extension under Clause 17-B of the Standard General
Conditions of Contract.

***
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CHAPTER XI
IMPORTANT ASPECTS TO BE CONSIDERED WHILE DEALING WITH
TENDERS AND CONTRACT
1.

Do’s

1.1 Allow adequate and reasonable minimum time (as prescribed) for opening of all
tenders to encourage proper response - except in emergencies.
1.2 Ensure timely supply of copies of approved plans for tenders where special item
rates have to be quoted for the particular details of the approved plans.
1.3 Ensure that tender abstract (comparative statement) and briefing note have
been prepared and signed by the concerned officials on each page.
1.4 Consider the offers which are accompanied by requisite valid earnest money or
against valid SEM and no subsequent modification, substitution or submission
of EMD is allowed.
1.5 Attempt identification of sister concerns to detect ring formations, especially in
the case of limited tenders.
1.6 Ensure consideration of reasonableness of rates in the tender committee
minutes. This should not only be with reference to presumably accepted rates,
but also after taking into account market rates and analysis of rates.
1.7 To decide the Tender Committee recommendations with dissenting notes
carefully.
1.8 Remember - negotiation should be an exception (like where rates are
unreasonably high and retendering is not possible or desirable) and not the rule
in acceptance of tenders.
1.9 Ensure negotiating for rates with lowest eligible tender only after getting
approval of competent authority i.e. Accepting Authority.
1.10 Record relevant reasons for overlooking the lowest offer if it is not acceptable.
1.11 Ensure that the tender committee minutes contain the relevant information as
the date, venue of the meeting and dated signatures of the members.
1.12 Record the acceptance or otherwise on the body of the tender committee
minutes only.
1.13 Ensure that the reasonableness of rates is examined critically, logically and
specifically, both in respect of total cost and rates of important individual items.
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1.14 Check that low offers are in fact so in reality and price differential for similar but
different items of schedule is reasonable.
1.15 Ensure that the tender committee is only constituted of competent level of
officers specified.
2.

Don'ts

2.1 Do not change the Tender Committee members once constituted without prior
approval of competent authority.
2.2 Do not consider delayed/late tenders except under specified exceptional
circumstances (it requires RB’s approval to consider late/delayed offer).
2.3 Do not treat the Tender Committee’s recommendations with dissenting notes
from one or more members of the tender committee as a unanimous
recommendation.
2.4 Do not order negotiation on the repeated advice of tender committee to invite
fresh tenders, particularly where response to the call for negotiation is poor.
2.5 Do not exercise the powers of the accepting authority in case you have been a
member of the tender committee.
2.6 Do not hold negotiations with those who had either not tendered originally or
whose tender was rejected because of unsatisfactory credentials, inadequacy
of capacity or where tenders were unaccompanied with adequate EMD or any
other invalid tenders.
2.7 Do not accept open quotations from the contractors during negotiations.
2.8 Do not entertain letters/representations of tenderers subsequent to the
opening or negotiation while consideration of tenders.
2.9 Do not accept modified offers, not considered by the Tender Committee.
2.10 Do not allow subsequent revision of the TC minutes, unless the reconsidered
minutes are put up in addition.
2.11 Do not record the acceptance/otherwise of the tenders anywhere else than the
body of the tender committee minutes. Noting side of the file is to endorse
action taken only.
2.12 Do not advise the tender committee prior to their deliberations on the
suitability or otherwise of any particular offer.
2.13 Do not allow anomalies in evaluation of special conditions to affect the
acceptance of the offer recommended.
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