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P h PPurchase Process



Purchase Process
Purchaser invites proposals/offers for supply
of goods, works & services based upon
certain terms & conditions
Bidders submit its proposal/offer – on the
same/different terms & terms as asked byy
the purchaser
Purchaser examines the offer, seeks somePurchaser examines the offer, seeks some
clarifications/confirmations and finally
accepts the offer by placing contract on theaccepts the offer by placing contract on the
supplier



Communication of 
P l/OffProposal/Offer

Communication of Proposal/ Offer is
complete when it comes to thecomplete when it comes to the
knowledge of the person to whom it is
mademade

BackBack



Acceptance has to be identical
with the proposal as
clarified/confirmed by the bidderclarified/confirmed by the bidder
else it remains mere a counter
offer and there is no concluded
contractcontract.



Communication of Acceptancep

Communication of Acceptance is
complete when it is put in the coursecomplete when it is put in the course
of transmission so as to be out of the
power of the acceptorpower of the acceptor

BackBack



Basic Legal AspectsBasic Legal Aspects



What is Contract?What is Contract?
Contract is an agreement between partiesContract is an agreement between parties
which is legally enforceable if followings
are satisfiedare satisfied

Competency of Parties
Freedom of consentFreedom of consent
Lawfulness of Consideration
Lawfulness of ObjectsLawfulness of Objects

NextNext



Parties in ContractsParties in Contracts
PurchaserPurchaser

Central Government & Union Territories – The
President of India
All States – The Governor of the State

Seller
Individual
Partnership
Limited Companies
Corporations other than Limited Companies



Competency of PartiesCompetency of Parties
Any Individual whoAny Individual who

Is major
Has sound mindHas sound mind
Has not been debarred by law to which he is
subjectsubject

Can enter into contracts



PurchaserPurchaser



Article 299 of ConstitutionArticle 299 of Constitution

All Contract made in the exercise of theAll Contract made in the exercise of the
executive power of the Union or States
should be signed for and on behalf of Theshould be signed for and on behalf of The
President of India/ The Governor of the
State by such officer who are authorized toState by such officer who are authorized to
enter into contract on behalf of The
President of India/ The Governor of thePresident of India/ The Governor of the
State



Failure to ComplyFailure to Comply

Not binding on or enforceable against theNot binding on or enforceable against the
Government
Suit may lie against the officer in hisSuit may lie against the officer in his
personal capacity
S h C t t l t f blSuch Contracts are also not enforceable
by the Government



Article 299(2) of ConstitutionArticle 299(2) of Constitution

The officials executing such contracts on
behalf of The President of India etc are
exempted from personal liability for acts
done or purported to be done in exercise
of their official duties



SellerSeller



Seller- Persons authorizedSeller Persons authorized
Individual/ Proprietorp

Sign himself
Authorized attorney of the proprietor

PartnershipPartnership
Person authorized to sign with consent of all the
partners

Li it d C iLimited Companies
Person authorized to sign documents by resolution
passed by the company or his auth attorney

Corporations other than Ltd Cos.
Person authorized to sign documents by resolution
passed by the company or his auth attorneypassed by the company or his auth attorney



Failure to ComplyFailure to Comply

Not binding on or enforceable against theNot binding on or enforceable against the
Seller
Suit may lie against the Individual in hisSuit may lie against the Individual in his
personal capacity
S h C t t l t f blSuch Contracts are also not enforceable
by the Seller

BackBack



Freedom of ConsentFreedom of Consent
Consent is free if not caused byy

Coercion
Undue influence
Fraud
MisrepresentationMisrepresentation

BackBack



Lawfulness of Consideration/ object

Consideration/ object must be some thing
Legal & not forbidden by law
Possible

No Consideration means no contract.
However inadequacy of consideration not aHowever inadequacy of consideration not a
ground for avoiding a contract

BackBack



Guiding Principles – WorldGuiding Principles World 
Bank Funded Projectsj
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The World Bank Group

INTERNATIONAL FINANCEINTERNATIONAL BANK INTERNATIONAL FINANCE 
CORPORATION

(IFC - established: 1956)
FOR RECONSTRUCTION 

AND DEVELOPMENT 
(IBRD - established: 1945)

INTERNATIONAL CENTERINTERNATIONAL 
DEVELOPMENT 
ASSOCIATION

(IDA - established: 1960)

INTERNATIONAL CENTER 
FOR THE SETTLEMENT OF 

INVESTMENT DISPUTES 
(ICSID - established: 1965)

MULTILATERAL 
INVESTMENT GUARANTEEINVESTMENT GUARANTEE 

AGENCY
(MIGA - established: 1988)



USE OF FUNDSUSE OF FUNDS

Maturity: 15...20 
years (3…5 Grace)

Lending

IBRD
y ( )
Interest Charge 
(Currency)
Commitment Fee
Front-End Fee

Credit
M t it 50

IDA
Maturity: 50 years 
(10 years Grace)
Management Fee
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Guiding Principles – Procurement 
i t WB F d d P j tagainst WB Funded Projects

Loan Agreement of the Borrower & WB
WB Procurement Guidelines  ce

 
y

General Financial Rules
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CVC Guidelines
Department SOP

C M

Department SOP
Ministry of Finance Procurement Manual

an
ce

DGS&D Procurement Manual
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Loan AgreementLoan Agreement

Condition Procurement of GoodsCondition - Procurement of Goods,
Works & Services as per procedures
prescribed in the World Bankprescribed in the World Bank
Procurement Guidelines

D fi th li it f iDefines the limit for various
methods of purchase

Define the limit for prior and post
review of bank



Limit for Various Methods of 
PurchasePurchase

Ser. 
No

Purchase Value Recommended 
Method of PurchaseNo. Method of Purchase

1. More than US $ 1 Million
(INR 4.0 Crore)

ICB

2. More than US $ 50,000/-
(INR 20.0 Lakh)

NCB

3. Up to US $ 50,000/- Shopping3. Up to US $ 50,000/
(INR 20.0 Lakh)

Shopping

4. Up to US $ 10,000/-
(INR 4.0 Lakh)

Direct Contracting
(Proprietary Stores or ( 0 a ) ( op eta y Sto es o

Emergency)
5. Up to US $ 100/-

(INR 4,000/-)
Direct Contracting

( , )
6. Up to US $ 30,000/-

(INR 12.0 Lakh)
Force Account



Limit for Prior Review
Ser. 
No

Purchase Value Threshold for prior 
ReviewNo. Review

1. Procurement of Goods &
Equipment

More than US $ 1 Million
(INR 4.0 Crore)( )

2. Procurement of Works More than US $ 200,000/-$ ,
(INR 80.0 Lakh)

3. Procurement of Works
under Force account

More than US $ 10,000/-
(INR 4.0 Lakh)

B
ac
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IBRD Loans and IDA credits: 
Procurement Guidelines

Goods, Works And Services (other than
consultant services) – Red Booklet

Goods like commodities, raw materials,
machinery, equipment and industrial planty
Works - engagement of construction
contractors)
Services like transportation, insurance,
installation, commissioning and training, initial

i tmaintenance



Selection and employmentp y
of consultant: Guidelines

Selection and Employment of Consultants -
(GREENBooklet)(GREENBooklet)

Procedures for selecting, contracting and
monitoring consultancy services
(firms and/or individual consultants)



World Bank Guidelines
Section I - Introduction
Section II - International competitive Bidding

General– General
– Bidding Documents
– Bid Opening
– Bid EvaluationBid Evaluation
– Award of Contract

Section III - Other Methods of Procurement
Limited International Competitive Bidding– Limited International Competitive Bidding

– National Competitive Bidding
– Shopping
– Direct ContractingDirect Contracting
– Force Account
– Procurement from UN Agencies
Ethics in ProcurementEthics in Procurement



IntroductionIntroduction



Purpose 
(Articles 1.1)

Informing policies that govern the
procurement of goods, works, and

iservices

Borrowers to follow guidelinesg

The rights and obligations of the Borrower
and the providers of goods and works areand the providers of goods and works are
not governed by these Guidelines or the
Loan Agreementsg



General Considerations 
(Articles 1.2 to 1.4)

Economy and efficiency

Equal opportunity to compete for allEqual opportunity to compete for all
eligible bidders from all countries
D l t f d ti t ti dDevelopment of domestic contracting and
manufacturing in borrowing countries
Transparency in procurement process



General Considerations 
(Articles 1.2 to 1.4 – cont’d)

Open competition is the basis for efficient
public procurement

In the majority of cases, ICB is the most
appropriate procurement methodpp p p

When ICB is not the most appropriate
method other methods listed in sectionmethod, other methods listed in section
III can be used under appropriate
circumstancescircumstances



Applicability
(Articles 1.5)

Procedures apply to all contracts for
goods works and services financed ingoods, works and services financed in
whole or in part from Bank loans



Eligibility
(Articles 1.6 - 1.8)

Goods, works and services provided by
firms and individuals from all countries are
eligible

P t lifi ti t t b d i dPre or post qualification not to be denied
for reasons other than capability and
resources



Eligibility
(Articles 1 6 1 8 cont’d)(Articles 1.6 - 1.8 – cont d)

Exceptions :Exceptions :
Exclusion as a matter of law or official
regulation of Borrower’s country

Exclusion by an act of compliance with aExclusion by an act of compliance with a
decision of the UN Security Council

Conflict of interest



Eligibility
(Articles 1 6 1 8 cont’d)(Articles 1.6 - 1.8 – cont d)

Exceptions :Exceptions :
Government owned enterprises havep
to prove that they are:

Legally and financially autonomousLegally and financially autonomous
Operating under commercial law
Independent agencies of the borrower

Declaration of ineligibilty due to fraud andDeclaration of ineligibilty due to fraud and 
corruption



Advance Contracting
A d R t ti Fi iAnd Retroactive Financing

(Articles 1.9)( )
When borrowers wish to start
procurement before signature of the loan

Procurement to follow bank guidelines

Bank to review the process used

Reimbursement only upon signature ofReimbursement only upon signature of
loan agreement

Ad t ti t B 'Advance contracting at Borrower's own
risk



Joint Ventures
(Articles 1.10)

Any firm may bid independently or in joint
venture

Joint ventures or other forms of
association between firms not mandatoryassociation between firms not mandatory



Bank Review
(Articles 1.11)

The Bank reviews the Borrower’s
procurement procedures, documents, bid
evaluations, award recommendations,
and contracts to ensure that the
procurement process as per agreed
procedures

Review Procedures – Appendix 1



Prior Review
Appendix 1

Draft documents for prequalificationDraft documents for prequalification

Prequalification Evaluation report

Draft bidding documents

Bid evaluation report

Validity extension- first request forValidity extension first request for
extension, if it is longer than four weeks,
and for all subsequent requests forand for all subsequent requests for
extension, irrespective of period



Prior Review
Appendix 1 – cont’d

Copy of complaint and copy of Borrower’spy p py
response
If changes in contract awardIf changes in contract award
recommendation, reasons for such decision
and a revised evaluation reportand a revised evaluation report
Terms and conditions of a contract, if

t i ll diff t f th i bidmaterially different from those in bid
documents
Copy of contract to be furnished to the
Bank



Post Review
Appendix 1

Borrower to maintain records of eachBorrower to maintain records of each
contract during Project implementation
and up to two years after closing date ofand up to two years after closing date of
Loan Agreement

Records to include signed original of the
contract, analysis of respective proposals,
and recommendations for award, for
examination by Bank or by its consultants



Misprocurement
(Articles 1.12)

The bank does not finance expenditures
for contracts procured not in accordance
with provisions in the loan agreement

Respective portion of loan allocated toRespective portion of loan allocated to
such contracts is cancelled

Misprocurement can be declared also
after bank’s no objection

Back



International 
Competitive Bidding

(ICB)



ICB
(Articles 2.1)

Objective

P id l t it t bidProvide equal opportunity to bid

Provide adequate and timely notificationProvide adequate and timely notification



Notification and
Ad ti tAdvertisement 

(Article 2.7 and 2.8)(Article 2.7 and 2.8)
Procurement notice prepared by borrower, as 
invitation to pre-qualify or bid, and published intat o to p e qua y o b d, a d pub s ed

At least one newspaper of national circulation (or 
official gazette or through website with free g g
access)
UNDB (www.devbusiness.com) and dgmarket 

li ( d k t )online (www.dgmarket.com)

Sufficient time (not less than 6 weeks) shall be 
given to perspective bidders to obtain bid 
documents and submit responses



Two Stage Bidding
(Articles 2.6)

Two stage bidding to be used when it may
be undesirable or impractical to prepare
complete technical specifications in
advance (for turnkey or large complex
plants contracts, works of special nature
or complex information and
communication technology)



Two Stage Bidding
(A ti l 2 6 t’d)(Articles 2.6 – cont’d)

First Stage: Invite for un-priced technical
proposals on the basis of a conceptual design

Second Stage: After technical commercial
clarifications and adjustments, issues amended
bidding documents including request for price



Pre-qualification
(Articles 2.9 and 2.10)

For large and complex goods / works and
for complex information and technology
contracts where cost of preparing detailed
bids is high and discourages competition



Criteria: Pre-qualification
(Articles 2.9 and 2.10 – cont’d)

Experience and past performance

Staff equipment manufacturing andStaff, equipment, manufacturing and 
construction capability 

Financial position



Pre-qualification
(Articles 2.9 and 2.10 – cont’d)

No limit on number of qualified firms

All participating firms to be informedAll participating firms to be informed
of the result of pre-qualification

Invitations to bid are extended only to
qualified firms who have the capability
and resources



Bidding Documents
(Articles 2.11 to 2.12)

Bidding document shall furnish all
information necessary for a prospectiveinformation necessary for a prospective
bidder.



Bidding Documents
(Articles 2 11 to 2 12 cont’d)(Articles 2.11 to 2.12 – cont d)

Bidding documents shall include:

Invitation to bid
Instructions to biddersInstructions to bidders
Form of bid
List of goods / bill of quantitiesg q
Specifications and drawings
Relevant technical data
Delivery time / schedule of completion
Conditions of contract (General/Special)
Form of contract
Appendices (formats for securities)



Bidding Documents
(Articles 2.11 to 2.12 – cont’d)

Fees, if charged, for purchase of bidding
documents shall cover printing andp g
mailing costs only.

Use of a secured electronic system for
distribution of bidding documents isg
allowed



Bidding Documents
(Articles 2.11 to 2.12 – cont’d)

Use of standard bidding documents of the
bank is mandatoryy

Changes from standard bidding
documents introduced in :documents introduced in :

Bid data sheet (BDS)

Special conditions of contract (SCC)



Specific
Provisions 

fof 
Bid D tBid Documents
(Articles 2 13 to 2 43)(Articles 2.13 to 2.43)



Validity of Bids 
(Articles 2.13)

Should be sufficient to complete theShould be sufficient to complete the
comparison and evaluation of bids

Review the recommendation of award with
the Bank, if required

Obtain all the necessary approvals

Award the Contract.

Normally 90/120 daysNormally 90/120 days



Bid Security
(Articles 2.14)

Bid S it t t t h i tBid Security to protect purchaser against
irresponsible bidders

Purchaser can forfeit the bid security in case
of bidders

Withdrawing or modifying their bids during
bid validitybid validity

Failure in signing the contract after award

Failure in submitting the performance
security



Bid Security
(Articles 2 14 cont’d)(Articles 2.14 – cont d)

The price of bid security should not be set
so high as to discourage bidders.

Normally 2% of estimated costNormally 2% of estimated cost

Bid security in the amount and form
specified in the bidding documents

Valid for four weeks beyond the validity ofValid for four weeks beyond the validity of
the bids

Bid security to be released to bidders after
signing the Contract with successful bidder



Bid Security
(Articles 2 14 cont’d)(Articles 2.14 – cont d)

In place of a bid security bidders may beIn place of a bid security, bidders may be
requested to sign a declaration accepting to be
automatically suspended from bidding in anyautomatically suspended from bidding in any
contract with the borrower in case of

Withdrawing or modifying their bids during bid
validity

Failure in signing the contract after award

Failure in submitting the performance securityFailure in submitting the performance security



Language
(Article 2 15)(Article 2.15)

Pre-qualification and bidding documentsq g
shall be prepared in one of these
internationally used languages: English,
Spanish or French and the awarded
contract shall be prepared accordingly

In addition, such documents may be
prepared in the borrower’s nationalprepared in the borrower s national
language and bidders shall be permitted to
submit their response in either of these twosubmit their response in either of these two
languages



Language
(A ti l 2 15 t’d)(Article 2.15 – cont’d)

If documents in two languages, bids inIf documents in two languages, bids in
either of these two languages
Contract in language in which bidContract in language in which bid
submitted
Bidders not permitted to sign contracts inBidders not permitted to sign contracts in
two languages
F B k’ i i T l iFor Bank’s prior review- Translation
In India - English



Clarity Of Bidding Documents
(Articles 2 16 2 17 and 2 18)(Articles 2.16, 2.17 and 2.18)

Bidding documents shall be so worded as toBidding documents shall be so worded as to
encourage international competition.

Bidding documents should clearly and
precisely indicate the work to be carried out /precisely indicate the work to be carried out /
the goods to be supplied, the place of
delivery / installation the schedule fordelivery / installation, the schedule for
delivery / completion, performance / warranty
/ maintenance requirements as well as any/ maintenance requirements, as well as any
other pertinent terms and conditions.



Clarity Of Bidding Documents 
(Article 2 16 2 17 and 2 18 cont’d)(Article 2.16, 2.17 and 2.18 - cont d)

Bidding documents shall specify any
criteria and the relevant weight - incriteria and the relevant weight in
addition to price - that will be taken into
consideration in the evaluation process.co s de at o t e e a uat o p ocess

All prospective bidders shall be providedp ospec e b dde s s a be p o ded
the same information, and shall be assured
of equal opportunities to obtain additionalq pp
information on a timely basis.



Standards
(Article 2.19)

Standards and technical specifications
broadest possible- not restrictivebroadest possible not restrictive

Specify internationally accepted standards

Where international standards unavailable/
inappropriate, national standards may beapp op a e, a o a s a da ds ay be
specified



Use of Brand Names
(Article 2.20)

Specifications based on relevant
characteristics and/or performance
requirements

Brand names catalog numbers or similarBrand names, catalog numbers, or similar
classifications avoided

If necessary to quote a brand name or
catalog number to clarify an otherwise
incomplete specification, the words “or
equivalent” to be added



Pricing
(A i l 2 21 2 22 d 2 23)(Articles 2.21, 2.22 and 2.23)

CIP (Place of Destination): For goodsCIP (Place of Destination): For goods
offered from abroad

Ex-Works + Inland Transportation and
Insurance to Place of Destination: For
local goods

In addition price of services (e gIn addition price of services (e.g.
Installation, Commissioning where
required)required)



Pricing
(Articles 2.21, 2.22 and 2.23 – cont’d)

F t k t t bidd bFor turnkey contracts, bidders may be
invited to quote prices of installed plant
at site on DDP (named place ofat site on DDP (named place of
destination)

For works: prices inclusive of duties,
taxes and other levies



Price Adjustment
(A ti l 2 24 t 2 25)(Article 2.24 to 2.25)

Bid prices- fixed or variableBid prices fixed or variable

Price adjustment not necessary in simple
contracts involving delivery of goods or
completion of works within eighteen months

Prices may be adjusted by the use of a
prescribed formula (or formulae) whichprescribed formula (or formulae) which
breaks down the total price into components
that are adjusted by price indices specifiedthat are adjusted by price indices specified
for each component



Transportation And Insurance
(A ti l 2 26 d 2 27)(Articles 2.26 and 2.27)

Bidder free to arrange transportation andBidder free to arrange transportation and
insurance from any eligible source

State the types and terms of insurance

The indemnity payable underThe indemnity payable under
transportation insurance to at least 110
percent of the contract amountpercent of the contract amount

For works, a contractor’s All Risk form of
policy usually to be specified



Transportation And Insurance
(Articles 2 26 and 2 27 – cont’d)(Articles 2.26 and 2.27 – cont d)

If purchaser reserves transport and/or
i i l i hinsurance to national companies, then

Invite bids on FCA/CPT in addition to CIPInvite bids on FCA/CPT in addition to CIP

CIP prices are basis of evaluation

Contract awarded on FCA or CPT basis

Th b k l f FCA CPT iThe bank pays only for FCA or CPT price



Currency Provisions
(Articles 2.28)

Bid Documents shall state:
Currency or currencies in which bidders to
quoteq

Procedure for conversion of prices
d i diff t i i texpressed in different currencies into a

single currency for the purpose of
i bidcomparing bids

Currencies in which the contract price willp
be paid



Currency of Bid 
(Articles 2 29 to 2 30)(Articles 2.29 to 2.30)

Bidder may express the bid price in any
currencycurrency

No more than three foreign currenciesg

Portion of the bid price representing local
costs incurred may be in the currency of thecosts incurred may be in the currency of the
country of the Borrower

For works contract; local currency alongwith
upto three foreign currencies for expectedB

ac
k

p g p
inputs from abroad. Foreign currencies as %
of bid price along with exchange rate.



Currency Conversion 
for Bid Comparisonfor Bid Comparison

(Articles 2.31)
Bid price = sum of all payments in variousBid price sum of all payments in various
currencies
Bid prices converted to a single currencyBid prices converted to a single currency
Conversion by using the selling (exchange)

t t d b ffi i lrates quoted by an official source
Such source and date to be specified in the
bidding documents
Date not earlier than four weeks prior toB

ac
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p
receipt of bids, nor later than expiry of period
of bid validity



Currency of Payment
(A ti l 2 32 t 2 33)(Articles 2.32 to 2.33)

Payment of contract price in currency orPayment of contract price in currency or
currencies in which bid price is expressed

When bid price required to be stated in the
local currency along with requirement of
payment in foreign currencies to be
expressed as a percentage of bid price and
exchange rates, the exchange rate to be
used for purposes of payments shall be asB

ac
k

specified by bidder in the bid so that foreign
currency portion of the bid is maintained.



Terms and Methods of Payment
(A ti l 2 34 2 35 d 2 36)(Articles 2.34, 2.35 and 2.36)

Bidding documents to specifyBidding documents to specify
payment method and terms
Whether alternative payment terms are 
allowed; if yes, affect on bid evaluationa o ed; yes, a ec o b d e a ua o
Security for advance payment

In accordance with International 
Commercial Practices



Terms and Methods of Payment
(A ti l 2 34 2 35 d 2 36)(Articles 2.34, 2.35 and 2.36)

Goods :Goods :
Full payment on delivery except when
installation and commissioning requiredinstallation and commissioning required,
whereby a portion is paid after
supplier has fulfilled its contract obligationssupplier has fulfilled its contract obligations
Use of Letter of credit is encouraged
Ad d t iblAdvance and progress payments possible



Terms and Methods of Payment

Works:

y
(Articles 2.34, 2.35 and 2.36 – cont.)

Works:

Mobilisation advance

Equipment and materials advance 

Progress Payments

Reasonable RetentionReasonable Retention



Terms and Methods of Payment
(G l P ti )(General Practice)

Goods :Goods :
Normally 80/90% payment on pre despatchy p y p p
inspection and delivery and balance 10/20%
on acceptancep
However, where installation & commissioning
is involved; 70% payment on pre despatchis involved; 70% payment on pre despatch
inspection and delivery and balance 30% on
acceptanceacceptance



Alternative Bids
(A ti l 2 37)(Articles 2.37)

Bid documents shall indicate if  alternative 
bids are allowed
In such case, bid documents will clarifyIn such case, bid documents will clarify

How to submit alternative bids
How to offer bid prices
How to evaluate alternative bidsHow to evaluate alternative bids 
and basis for award



Conditions of Contract
(Articles 2.38)

The bid documents to clearly define:The bid documents to clearly define:

Scope of work/ goods to be supplied

Location of the project

Rights and obligations of the Borrower andRights and obligations of the Borrower and
of supplier or contractor

Functions and authority of the engineer,
architect, or construction manager

Any special conditions



Performance Security
(Articles 2 39 to 2 40)(Articles 2.39 to 2.40)

Bid document to provide for performance
security to protect the Borrower’s interest in
case of breach of contract by the Contractor
Amount and Appropriate form to be specifiedpp p p
in the bidding document
A portion valid sufficiently beyond the date ofp y y
completion of the works to cover the defects
liability or warranty period
Need depends on the market conditions and
commercial practice for particular kind of
goods
Normally 5 – 10%



Liquidated Damages and 
Bonus ClausesBonus Clauses

(Articles 2.41)
Bid documents to provide for liquidated
damages for protection against delays in theg p g y
delivery of goods or completion of works

Normall 0 5% per eek s bject to maNormally 0.5% per week subject to max.
10%

Provision for bonus to suppliers or
contractors for advance/early completion,y p ,
when early completion is desired



Force Majeure 
(Articles 2.42)

F il th t f th ti tFailure on the part of the parties to
perform their obligations under the

t t t t b id d d f lt ifcontract not to be considered a default if
such failure is the result of an event of
f j ( f t)force majeure (unforeseen event) as
defined in the conditions of contract



Applicable Law And 
Settlement Of DisputesSettlement Of Disputes

(Article 2.43)
Applicable law and forum for Dispute
settlement to be named

Commercial Arbitration recommended

Bank not to be named as Arbitrator or askedBank not to be named as Arbitrator or asked
to name an arbitrator

Also include mechanism for speedier
settlement viz. Dispute Review Board /
Adjudicator for works/turnkey/ installation
contract



Procedure 
for 

Submission & Opening 
f Bidof Bids

(Articles 2 44 to 2 47)(Articles 2.44 to 2.47)



Time for Preparation of Bids
(Articles 2.44)

Depends upon magnitude and complexity ofDepends upon magnitude and complexity of
contract

Generally, not less than six weeks

For large works or complex items ofFor large works or complex items of
equipment- not less than twelve weeks

For large works or complex items of
equipment - Pre-bid conferences and site
visits are encouraged



Time for Preparation of Bids
(Articles 2.44 – cont’d)

Bids submission by mail or by hand

Bids submission by electronic means –Bids submission by electronic means
provided bank is satisfied about adequacy of
systemsystem

Deadline and place for receipt of bids to be
specified in the invitation to bid



Bid Opening Procedures
(Articles 2.45)

Bid opening time same as the deadline for
receipt of bids or promptly thereafter – to be
stipulated in IFB.

Open all bids at time and place stipulated inOpen all bids at time and place stipulated in
IFB

To be opened in public; presence of bidders
or their representatives



Bid Opening Procedures
(Articles 2.45 – cont’d)

Read name of the bidder and total amount of
the bid.

Record when opened

A copy of record to be sent to Bank and to all
bidders who submitted bids

Bids received late as well as not opened in
bid opening; not to be consideredbid opening; not to be considered



Clarifications or Alterations of Bids
(Articles 2 46)(Articles 2.46)

Bidders not allowed to alter their bids afterBidders not allowed to alter their bids after
the deadline for receipt of bids

Borrower may ask bidders for clarification toBorrower may ask bidders for clarification to
evaluate their bids

However, bidders shall not be asked and/are
not permitted to change substance or price of
th i bidtheir bid

Requests for clarification and the bidders’q
responses be made in writing, in hard copy
or by an electronic system



Confidentiality
(Articles 2.47)

After the public opening of bidsAfter the public opening of bids,
information relating to the examination,
clarification and evaluation of bids andclarification, and evaluation of bids and
recommendations concerning awards not
to be disclosed to bidders or other personsto be disclosed to bidders or other persons
not officially concerned with this process
until the publication of contract awarduntil the publication of contract award



Evaluation a ua o
of 

Bids
(Articles 2.48 to 2.59)



Bid Evaluation Report
((Articles 2.48 to 2.59)

Examination of BidsExamination of Bids
Evaluation & Comparison of Bids
D ti P fDomestic Preference
Post qualification of Bidders
Validity of Bids
Award of ContractAward of Contract

Next



Examination of Bids
(Articles 2 48)(Articles 2.48)

Borrowers shall verify that bids:

Meet eligibility criteria

Are properly signed

Have securities/declarations includedHave securities/declarations included

Are responsive to bid documents 
requirements

Are generally in orderAre generally in order



Examination of Bids
(Articles 2.48 – cont’d)

If a bid is not substantially responsive, it is
not to be considered further

Bidders not permitted to correct or
withdraw material deviations orwithdraw material deviations or
reservations once bids have been opened

Back



Evaluation  and
Comparison of BidsComparison of Bids

(Articles 2.49 to 2.54)

Objective of the evaluation

Determine the cost to the borrower of 
each bid

Select bid with the lowest evaluated 
cost



Evaluation  and
Comparison of Bidsp

(Articles 2.49 to 2.54 – cont’d)
Correct arithmetic errorsCorrect arithmetic errors

Apply evaluation criteria specified in bidding 
documents:

Payment schedule
Delivery time
Operating costsp g
Efficiency and capability
Availability of service and spare partsAvailability of service and spare parts
Above factors, to the extent possible, shall be 
expressed in monetary terms



Evaluation  and
Comparison of BidsComparison of Bids

(Articles 2.49 to 2.54 – cont’d)
I d d CIP ( l f d i i )Imported goods: CIP (place of destination) 
prices
Indigenous goods: EXW prices, plus cost of
inland transportation and insurance to the
place of destination
Custom duties or other taxes levied on
imported goods not to be considered
Sales and similar taxes levied in connectionSales and similar taxes levied in connection
with sale and delivery of goods not to be
considered



Evaluation  and
Comparison of BidsComparison of Bids

(Articles 2.49 to 2.54 – cont’d)
Prices for any services required viz.
installation, training, commissioning, and, g, g,
other similar services to be considered

For orks and t rnke contracts all d tiesFor works and turnkey contracts, all duties,
taxes, and other levies to be considered

The Borrower to prepare a detailed report on
evaluation and comparison of bids setting
f th ifi f th d f

B
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k

forth specific reasons for the award of
contract



Domestic Preferences
(Articles 2 55 to 2 56)(Articles 2.55 to 2.56)

A margin of preference may be provided in the
evaluation of bids for:evaluation of bids for:

Goods manufactured in the country of the
B h i bid ff i hBorrower when comparing bids offering such
goods with those offering goods manufactured
abroad; andabroad; and
Works in member countries below a specified
th h ld f GNP it h ithreshold of GNP per capita, when comparing
bids from eligible domestic Contractors with
those from foreign firmsthose from foreign firms

Details given in Appendix 2 of guidelines



Domestic Preferences: Goods 
(Appendix 2)

Group A: Bids exclusively offering goods
manufactured in the country of the Borrower
with minimum 30% value addition

Group B: All other bids offering goodsGroup B: All other bids offering goods
manufactured in the country of the Borrower

Group C: Bids offering goods manufactured
abroad that have been already imported or
that will be directly imported



Domestic Preferences: Goods 
(Appendix 2 – cont’d)(Appendix 2 – cont d)

If a bid from Group A or Group B is the
lowest, it is to be selected for the award

If lowest evaluated bid is a bid from Group CIf lowest evaluated bid is a bid from Group C,
lowest evaluated bid from Group C shall be
further compared with lowest evaluated bidfurther compared with lowest evaluated bid
from Group A after adding to evaluated price
of goods offered in bid from Group C forof goods offered in bid from Group C, for
purpose of this further comparison only, an
amount equal to 15 percent of the CIP bidamount equal to 15 percent of the CIP bid
price



Domestic Preference- Works
(Appendix 2 cont’d)(Appendix 2 – cont d)

After bids have been received and reviewedAfter bids have been received and reviewed
by the Borrower, responsive bids shall be
classified into the following groups:classified into the following groups:

Group A: Bids offered by domestic
contractors eligible for the preferencecontractors eligible for the preference.
Group B: Bids offered by other contractors

F th f l ti dFor the purpose of evaluation and
comparison of bids, an amount equal to 7.5

t f th bid t h ll b dd d tpercent of the bid amount shall be added to
bids received from Contractors in Group B



Domestic Preference - Turnkey 
(Appendix 2 cont’d)(Appendix 2 – cont d)

Bid f h t t t b i it dBids for such contract to be invited
and evaluated on DDP basis

No margin of Preference for domesticg
bidders



Domestic Preference 
(Appendix 2 cont’d)(Appendix 2 – cont d)

Biddi d t t l l i di tBidding documents to clearly indicate

Quantum of domestic preferencep

Method of its application

Information required to be submitted
by the bidder to establish their
eligibility for such preference



Domestic Preference
(Ill t ti 1)(Illustration 1)

PROCUREMENT OF VEHICLES

ALL FIGURES IN USD
Local ForeignLocal Foreign

A1 B1 C1 C2 C3

CIF PRICE 10 000 9 900 10 500 11 300 12 000CIF PRICE 10,000    9,900    10,500  11,300  12,000

LOWEST BID IN
EACH GROUP 10 000 9 900 10 500EACH GROUP             10,000    9,900    10,500

RANKING 2 1 3

AWARD B1



Domestic Preference
(Illustration 2)(Illustration 2)

PROCUREMENT OF VEHICLES
ALL FIGURES IN USDALL FIGURES IN USD

Local Foreign
A1 B1 C1 C2 C3

CIF PRICE 10000    9900    9500    11300  12000

LOWEST BID IN
EACH GROUP            10000    9900    9500

DOM PREF(15%) - 1425

TOTAL 10000              10925

RANKING 1 2RANKING 1 2

AWARD A1



Domestic Preference
(Illustration 3)

Procurement of vehicles
Evaluation on price plus All figures in USD

(Illustration 3)

Operating (NPV) cost for 4 yrs A1 B1 C1 C2 C3
- Price ex-factory/CIF                    10,000      11,000         12,000       13,500        9,000
- NPV for operating cost              10,000       10,000          5,000         8,000        8,500     
- Total evaluated cost                  20,000      21,000         17,000        21,500       17,500
Step 1
- Lowest in each group                   20,000      21,000          17,000
Ranking 2 3 1
Since LEB is from group C 
Step 2
Gp.A and all Gp.C bids             20,000                           17,000      21,500      17,500
Domestic preference
15% of CIF pricep
For group C ---- 1,800        2,025       1,350
Total for comparison 20,000                           18,800       23,525     18,850
Ranking 3 1 4 2
Since the lowest is from group C go backB
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Since the lowest  is from group C go back
To step 1 (to ascertain the lowest among C
Without domestic preference margin)
Award C1



Extension of Validity of Bids
(Articles 2 57)(Articles 2.57)

To be requested in writing from all biddersq g
before expiration date
Bidders not to be requested or permitted toBidders not to be requested or permitted to
change the quoted price or other conditions
of their bidof their bid
Bidders have the right to refuse to such an
e tension itho t forfeiting bid sec ritextension without forfeiting bid security
Those who are willing to extend, shall be
required to provide a suitable extension of
bid security



Extension of Validity of Bids
(Articles 2.57 – cont’d)

In fixed price contracts – only one extension
can be sought without cost implication
Second & subsequent extensions with
appropriate price adjustment mechanism toappropriate price adjustment mechanism to
reflect changes in the cost of input over the
period of extensionperiod of extension

BackBack



Post-qualification of Bidders
(Articles 2 58)(Articles 2.58)

To determine whether the bidder with the
lowest evaluated cost has the capability andlowest evaluated cost has the capability and
resources to carry out the contract

The criteria to be set out in the bidding
documentsdocuments

If the bidder does not meet them, the bid to
be rejected

I h t i il d t i ti fB
ac
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In such an event, similar determination for
the next-lowest evaluated bidder



Award of Contract
(Articles 2.59)

S b t ti ll i biddSubstantially responsive bidder

Lowest evaluated bidder

Within the period of bid validity

A bidder not to undertake responsibilities for
work not stipulated in the bidding documentsp g
or otherwise to modify the bid as originally
submitted by themy
Back



Publication of Award of Contract
(Article 2.60)

Contract award shall be published by
borrower in UNDB online and in dgborrower in UNDB online and in dg
Market within two weeks of receiving
b k’ bj ti t t t dbank’s no objection to contract award



Publication of Award of Contract
(Article 2 60 cont’d)(Article 2.60 – cont d)

Following details to be published:
Name of each bidder who submitted a bid
Bid prices as read out at bid openingBid prices as read out at bid opening
Name and evaluated prices of each bid that
was evaluatedwas evaluated
Name of bidders whose bids were rejected
and the reasons for their rejection
Name of the successful bidder, and the,
price it offered, as well as the duration and
summary scope of the contract awarded



Rejection of All Bids
(Article 2.61 to 2.64)

Lack of effective competition; orLack of effective competition; or

Bids are not substantially responsive; or

When bid prices are substantially higher than
existing budgetexisting budget

All bids not to be rejected and new bids
invited on the same bidding and contract
documents solely for the purpose of
obtaining lower prices



Rejection of All Bids
(Article 2.61 to 2.64 – cont’d)

B k’ i l i d b fBank’s prior approval required before
rejecting all bids, soliciting new bids, or

t i i t ti ti ith l tentering into negotiations with lowest
evaluated bidder

Borrower shall review the causes of rejection
and carry out appropriate changes in they pp p g
conditions of contract, design and
specifications, scope of contract etc and/orp , p
wider publicity before inviting new bids



Debriefing
(Article 2.65)

Any bidder who wishes to ascertain the
grounds on which its bid was not selected,
can request an explanation

Borrower to promptly provide an explanationBorrower to promptly provide an explanation
of why such bid was not selected, either in
writing and/or in a debriefing meetingwriting and/or in a debriefing meeting

The requesting bidder to bear all the costs of
attending such a debriefing

Back



Other Methods of 
P tProcurement 
(Articles 3 1 to 3 9)(Articles 3.1 to 3.9)



General

Th th th d f t th t

(Article 3.1)

The other methods of procurement that
can be used where ICB would not be the

t i d ffi i t th d fmost economic and efficient method of
procurement, and where other methods

d d i tare deemed more appropriate

Domestic preference do not apply toDomestic preference do not apply to
methods of procurement other than ICB



General
(Article 3.1 – cont’d)

Only when ICB is not applicable or practical

Must satisfy economy and efficiency in
requirement

Provide competition to the extent possible

Get the best value for money (prices are
reasonable)

Provide transparency to the extent possible



Limited International Bidding
(Article 3 2)(Article 3.2)

Essentially ICB by direct invitation without
d ti topen advertisement

Borrower to seek bids from all potential
lisuppliers

Appropriate when
√ only a limited number of suppliers; or
√ other exceptional reasons justifiesp j

departure from full ICB procedures
Except advertisement and preferences, ICBExcept advertisement and preferences, ICB
procedures to apply, including publication of
the Award of Contract



National Competitive Bidding 
(Article 3.3 to 3.4)

Appropriate when:Appropriate when:
√ Foreign bidders are uninterested
√ Amounts are small
√ Nature of goods / work- dispersed√ Nature of goods / work dispersed
√ Spares and service network is vital
√ Goods or works available locally at 

lower prices



National Competitive Bidding
(Article 3 3 to 3 4 cont’d)(Article 3.3 to 3.4 – cont’d)

Ad ti i li it d t th ti lAdvertising limited to the national press or
official gazette, or a free and open access

b itwebsite

Bidding documents may be only in a nationalg y y
language

C f t f biddi d tCurrency of country for bidding and payment

Foreign firms may be allowedg y

No domestic preference



National Competitive Bidding
(A ti l 3 3 t 3 4 t’d)(Article 3.3 to 3.4 – cont’d)

Detailed and comprehensive bidding
d t ith l i t tidocuments with clear instructions on

Bid submission
Bid prices
Place & time for submission of bidsPlace & time for submission of bids
Qualification criteria
Evaluation & Award criteria
Schedule of requirementSchedule of requirement
Conditions of contract



National Competitive Bidding
(A ti l 3 3 t 3 4 t’d)(Article 3.3 to 3.4 – cont’d)

Bid documents to provide
Adequate response time for submission of 
bids
Public opening of bids
Publication of award of contractPublication of award of contract
Provisions for bidders to protest

Adequate competition and transparency for 
economy and efficiency



Shopping
(Article 3 5)(Article 3.5)

Comparing price quotations, written
quotations, obtained from several suppliers /
contractors with a minimum of three
Appropriate when values are small and for :

Off the shelf goodsOff-the-shelf goods
Standard specification commodities
Si l i il kSimple civil works



Shopping
(Article 3 5 cont’d)(Article 3.5 – cont d)

No formal bidding documents, Requests for
quotations to provide all basic & essential
information viz.

Description & quantity of goods / works
Terms of deliveryTerms of delivery

Delivery period
Evaluation of quotations shall follow the
same principles as of open biddingp p p g
Award a purchase order or brief contract



Direct Contracting
(Article 3 6 to 3 7)(Article 3.6 to 3.7)

Contracting without competition (single
)source)

Rational
Extension of existing contract for
goods/workgoods/work
Standardization
Proprietary equipment
Process design require critical items from
a specific suppliers
Natural disasters



Direct Contracting
(Article 3 6 to 3 7– cont’d)(Article 3.6 to 3.7– cont d)

Publish details of contract in UNDB onlinePublish details of contract in UNDB online
and in dgMarket giving details of

Name of ContractorName of Contractor
Price
Duration
Scope of contractScope of contract

Details to be published quarterly giving
details of the contract awarded in the
preceding quarter in a summarized table



Force Account
(A ti l 3 8)(Article 3.8)

Construction by the use of borrower’sy
personnel and equipment
Justified where:Justified where:

Quantity of works is not defined in
advanceadvance
Works are small or in remote locations
Work is required to be carried outWork is required to be carried out
without disrupting ongoing operations
Risk of unavoidable work interruptionsRisk of unavoidable work interruptions
Emergencies



Procurement from United 
Nations AgenciesNations Agencies 

(Article 3.9)
Procurement directly through specializedProcurement directly through specialized
agencies of the United Nations (UN), acting
as suppliersas suppliers
Applicable for:
√ Small quantities of off-the-shelf goods,

primarily in the fields of education and
health

√ Specialized products where the number ofB
ac
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p p
suppliers is limited such as for vaccines or
drugs



Ethics in ProcurementEthics in Procurement 

Borrowers bidders suppliers andBorrowers, bidders, suppliers, and
contractors and their subcontractors under
Bank-financed contracts to observe highestBank financed contracts, to observe highest
standard of ethics



Ethics in Procurement – cont’dEthics in Procurement cont d

WB ill reject a proposal for a ard if itWB will reject a proposal for award if it
determines that bidder recommended for
award has, directly or through an agent,award has, directly or through an agent,
engaged in corrupt, fraudulent, collusive,
coercive or obstructive practices in
competing for contract in questioncompeting for contract in question

WB will sanction a firm or individual,
including declaring ineligible, either
indefinitely or for a stated period of time, to
be awarded a Bank-financed contract



Fraud and Corruption

Corrupt Practice- Offering, Giving,p g g
Receiving Or Soliciting, Directly Or
Indirectlyy

Fraudulent Practice- Any Act Or Omission,
Including A Misrepresentation ThatIncluding A Misrepresentation, That
Knowingly Or Recklessly Misleads, Or
Attempts To MisleadAttempts To Mislead



Fraud and Corruption – cont’d

Collusive Practice- An Arrangement
Between Two Or More Parties DesignedBetween Two Or More Parties Designed
To Achieve An Improper Purpose, Or To
Influence Improperly The Actions OfInfluence Improperly The Actions Of
Another Part

Coercive Practice- Impairing Or Harming,
Or Threatening To Impair Or Harm,g p
Directly Or Indirectly, Any Party Or The
Property Of The Party To InfluenceB

ac
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p y y
Improperly The Actions Of A Party



Deemed Export BenefitDeemed Export Benefit

E i d t i fi i h d d tExcise duty waiver on finished product

Custom duty waiver on raw material usedy

Only applicable of procurement of goods
i t ICBagainst ICB



General Financial 
Rules



Chapter “6” of GFR entitled “ProcurementChapter 6 of GFR entitled Procurement
of Goods, Works & services” gives the
detailed guidelines for Public Procurementdetailed guidelines for Public Procurement
of goods.



GFRGFR
To bring efficiency & economy in publicTo bring efficiency & economy in public
procurement, followings are the essential
requirementrequirement

Competition
FairnessFairness 
Transparency
Elimination of ArbitrarinessElimination of Arbitrariness



Specific Measures –
Recommended in GeneralRecommended in General 

Financial Rules



Text of Bidding Document should be selfg
contained and comprehensive without any
ambiguitiesg
Broad based standard specifications
Bids to be opened in publicBids to be opened in public
Authorized representative of bidders to
attend bid openingattend bid opening
No alteration/modification in the bid

f f fpermitted after deadline of submission of
bids



Bids to be evaluated in terms of the
conditions already incorporated in theconditions already incorporated in the
bidding document. No new conditions which
was not stipulated in the bid documentwas not stipulated in the bid document
should be brought in for evaluation of bids
Contract to be awarded to the lowestContract to be awarded to the lowest
evaluated bidder who is eligible, responsive
and qualified to perform the contract as perq p p
terms and conditions stipulated in the bidding
document
Negotiation to be discouraged – in
unavoidable circumstances only with lowest

l d biddevaluated bidder
Award of Contract to be posted on Website



Bidding Document to contain provisions for the
followings:g

To seek Clarifications on bid document
To seek Reasons for rejection of its bidTo seek Reasons for rejection of its bid
Dispute Resolution Mechanism
T Bid S t f G d f T h i lTwo Bid System for Goods of Technical
Nature
Pre bid conference in case of sophisticated

eqpt with Place, date & time of pre bid
conference to be indicated in the bidding
document
Bid Security
Performance security



CVC G id liCVC Guidelines
CVC has issued guidelines to ensure
that Public Procurement takes place inthat Public Procurement takes place in
Transparent & fair manner



CVC Guidelines
Bid document has to be self contained,
comprehensive document containing allp g
information.

Specifications Broad based standardSpecifications – Broad based standard
specifications. No Tender Sample clause
unless specifications are not availableunless specifications are not available.

Advance payment to be avoided. If intended,p y ,
Provisions to be stated unambiguously in the
bid document along with provision for BG forg p
advance, interest payable and the
adjustment of the advance.



CVC Guidelines
Realistic Qualification Criteria
Widest possible publicity. Short term tenders
also on website
Bid document along with all documents
required for submission of bids to beq
available on website. Bidders to download
and participate in tender. No document is
required to be obtained manually.
Fees for the bid document can be paid alongp g
with bid through Banker’s Cheque.



CVC Guidelines
Bids to be evaluated based upon details
already stipulated in the bid documentalready stipulated in the bid document.
No negotiations. If unavoidable, only with L1.
Reasons for holding negotiations to beReasons for holding negotiations to be
clearly recorded.
P h f f PSU i à iPurchase preference of PSU vis-à-vis
negotiations
Award of contract to be posted on website.
To begin with – 60% of the total purchases to
b dbe covered.



CVC Guidelines
Delay in payment to the suppliers

Payment to be made on first cum firstPayment to be made on first cum first
serve basis

A record to be maintained regarding time
taken to clear the bills and report to be
submitted to CVC every half yearly

Even final 5% payment to be closelyEven final 5% payment to be closely
monitored.

50% t th h ECS/EFT50% payment through ECS/EFT.



Broad Guiding PrincipalsBroad Guiding Principals
Competition - Economy and efficiency

Importance of Transparency & fairness

Giving all eligible bidders the same
information and equal opportunity to compete
in providing goods and works

Elimination of ArbitrarinessElimination of Arbitrariness

Self Contained and all Comprehensive bid
document




