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By Fax.!Speed post
No 76/38/6/Procurement/C/DE/2011
Govt .of India, Ministry of Defence
Directorate General Defence Estates
Raksha Sampada Bhawan
Delhi Cantt 10

ol April, 2011

•
The Principal Director, Defence Estates,
Ministry of Defence
Southern/Eastern/Western/Central/Northern Command
Pune/Kolkata/Chandigarh/Lucknow/Jammu

Subject: Revised Guidelines to Cantonment Boards for Procurement of Stores &
Services

In partial modification of instructions issued vide Govt. of India, Ministry of
Defence (ML&C) letters No. 41/29/C/L&C/59 dated 16.6.1961, No.76/Stores/C/L&C/76
dated 29.5.1976, No. 76/Stores/C/L&C/76 dated 10.4.78, Govt of India, Ministry of
Defence (Dte General) letter No. 76/Stores/C/L&C/76 dated 26.3.1980 and letter No.
76/Stores/C/L&C/76 dated 23.2.1981 the following revised guidelines are issued to
Cantonment Boards for procurement of Stores & Services:-

1. The provisions of Rule 67, 68 and 69 of Cantonment Account Code, 1924 shall be
strictly and scrupulously followed while procuring goods & services.

2. Provisions of Section 126 to 129 regarding competent authority to incur
expenditure and to execute contract and Section 26 regarding special powers of
the Chief Executive Officer, of the Cantonments Act 2006, shall be strictly
followed in the matter of procurement of services and goods by the Cantonment
Boards.

3. The Cantonment Boards shalt in general, be guided by the principles &
procedure as contained in Chapter 6 related to "Procurement of goods and
services" of the General Financial Rules, 2005 for procurement of stores and
services subject to the following conditions and specific restrictions:-

A. PROCUREMENT OF GOODS

(i) Cantonment Board shall register suppliers of goods which are specifically required
by the Cantonment Board in the similar manner as contained in the GFR. Such
registration of suppliers will be done in the following manner:

a) For establishing reliable source for procurement of goods commonly and
continuously required, item-wise list of eligible and capable suppliers should be
prepared.
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b) Credentials, capability, quality control systems, past performance, after sales
service and financial background etc. of such suppliers should be carefully
verified before registration.

c) Such registered suppliers as are prima facie eligible for consideration for
procurement of goods through Limited Tender Enquiry. Registered
suppliers may be normally exempted from furnishing bid security along with
their bids.

d) Registration can be for a fixed period between one to three years, depending
on the nature of goods.

e) At the end of this period, fresh list of registered suppliers needs to be
prepared and the old registered suppliers need to apply afresh along with the
new suppliers.

f) Performance and conduct of every registered supplier should be watched
carefully.

g) Registered suppliers should be removed from the list if they fail to abide by
the terms and conditions of the registration, or fail to supply the goods in
time, or supply sub-standard goods, or make any false declaration, or on any
ground which in the opinion of the Board not in the public interest.

(ii) Chief Executive Officer shall be competent to purchase goods up to the value of
Rs.15,000 (Rupees fifteen thousand) only on each occasion without inviting
quotations or bids, on the basis of a certificate to be issued by him in the format as
given in Rule 145 of GFR.

(iii) Purchase of goods costing above Rs. 15,000 (Rupees fifteen thousand) only and up to
Rs.50,OOO (Rupees fifty thousand) only on each occasion may be made on the
recommendations of a duly constituted Local Purchase Committee (LPC) consisting of
three members (out of which at least two members should be from supervisory staff) as
decided by the Chief Executive Officer. The LPC will survey the market to ascertain the
reasonableness of rates, quality and specifications and identify the appropriate supplier.
Before recommending placement of the purchase order, the members of the committee
will jointly record a certificate similar to format given in Rule 146 of GFR.

(iv) Cantonment Boards may also procure Central Purchase Organisation (e.g. OGS &0)
rate contracted goods directly from suppliers. In such a case the prices to be paid
for such goods shall not exceed those stipulated in the rate contract and the other
salient terms and conditions of the purchase should be in line with those specified in the
rate contract. The Cantonment Board shall make its own arrangement for inspection
and testing of such goods where required. However, Cantonment Boards, not being
Government bodies, may not be eligible for any concession in excise duty/ tax as per
Form 0, and may pay the same, in addition to the DGS & D rate, after verifying the
rates of excise duty etc. prevailing at the time of issue of purchase order.
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(v) Tender Enquiry:

Advertised Tender Enquiry

(a) Invitation to tenders by advertisement should be used for procurement of
goods of estimated value of Rs. 5 lakh or more (Rupees five lakh) and above.
Advertisement in such case should be given in one English Daily and one vernacular
language newspaper having wide circulation. The Cantonment Boards should also
publish all its advertised tenders on its web-site and give its website address in the
advertisements in newspapers. The Board should also post the complete bidding
document in its website and permit prospective bidders to make use of the document
downloaded from the website. If such a downloaded bidding document is priced, there
should be clear instructions for the bidder to pay the amount by demand draft etc.,
along with the bid.

(b) Ordinarily, the minimum time to be allowed for submission of bids should be
three weeks from the date of publication of the tender notice or availability of the
bidding document for sale, whichever is later.

Limited Tender Enquiry:

(c) This method may be adopted when estimated value of the goods to be procured
is up to Rupees five lakhs. Copies of the bidding document should be sent directly by
speed post/ registered post/ courier/ e-mail to firms which are borne on the list of
registered suppliers for the goods in question. The number of supplier firms in the
Limited Tender enquiry should be more than three. Further, web-based publicity should
be given for limited tenders. Efforts should be made to identify higher number of
approved suppliers to obtain more responsive bids on competitive basis.

(d) Sufficient time should be allowed for submission of bids in Limited Tender
Enquiry cases.

Single Tender Enquiry:

(e) Procurement from a single source may be resorted to in the following
circumstances:-

1. It is in the knowledge of the Cantonment Board that only a p-articular firm is
the manufacturer of the required goods.

2. In case of emergency, the required goods are necessarily to be purchased
from a particular source and the reason for such decision is to be recorded in
the Board Resolution.

Proprietary Article Certificate will be mandatorily required to be obtained from the firm
and placed before the competent financial authority before issuing purchase order on
the basis of single tender enquiry.

3



(vi) Contents of Bidding Documents-

The text of the tender document should be without any ambiguity, self contained, shall
clearly state the specifications of the required goods or performance, and all required
information/ documents that are essential shall clearly be mentioned.

All the terms, conditions, stipulations and information need to be incorporated in the
bidding document are mentioned in the appropriate chapters as below:

Chapter-l:

Chapter-2:

Chapter-3:

Chapter-4:

Chapter-S:

Chapter-6:

Chapter-7:

Instructions to bidders.

Conditions of contract.

Schedule of Requirements.

Specifications and allied Technical Details.

Price Schedule (to be utilized by bidders for quoting their prices)

Contract Form

Other standard forms, if any, to be utilized by the purchaser and
bidders

(vii) Two bid system should be followed for purchasing high value plant, machinery etc., of a
complex and technical nature, which may be obtained in two parts as under.-

(a) Technical bid consisting of all technical details along with commercial terms and
conditions; and

(b) Financial bid indicating item-wise price for items mentioned in the technical bid.

(c) The technical bid and the financial bid should be sealed by the bidder in separate
covers duly superscribed and both these sealed covers are to be put in a bigger cover
which should also be sealed and superscribed. The technical bids are to be opened and
evaluated by a Committee constituted by the Board in the first instance. At the second
stage, financial bids of only the technically acceptable offers should be opened for
further evaluation and ranking by the Committee before approval of the tender by the
Board and awarding the contract.

B. PROCUREMENT OF SERVICES

(viii) Identification of likely sources-

(a) Where the estimated cost of the work or service is up to Rupees five lakhs,
preparation of a long list of consultants may be done on the basis of formal or informal
enquiries from other Central or State Government Departments or Organisations
involved in similar activities, Chamber of Commerce & industry, Association of
consultancy firms etc.
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(b) Where the-estimated cost of. work or service is above Rupees five lakhs, in
addition to (a) above, an enquiry for seeking 'Expression of Interest' from consultants
should be published in at least one National Daily and the Cantonment Board website.
The website address should be given in the advertisements.

(c) Manual of Policies and Procedure of Employment of Consultants published by
Ministry of Finance, Department of Expenditure should be referred to and generally
followed in selection of consultants.

C. OUTSOURCING OF SERVICES

(ix) Invitation of Bids-

(a) For estimated value of the work or service up to Rs. five lakhs or less, the
Cantonment Board should scrutinize the preliminary list of likely contractors as per
procedure given in GFR, decide the prima facie eligible and capable contractors and
issue limited tender enquiry to them asking for their offers by a specified date and time
etc. as per standard practice. The number of contractors so identified for issuing limited
tender enquiry should not be less than six.

(b) For estimated value of work or service above Rupees five lakhs, Cantonment
Boards should issue advertised tender enquiry asking for the offers by a specified date
and time, etc., in at least one widely circulated national newspaper and website of the
Board.

4. The guidelines issued by the Central Vigilance Commission regarding holding
negotiation with tenderers/quotationers should also be adhered to. The
following circulars of CVC are specifically referred to for the guidance of
Cantonment Boards in this respect:-

(i) Government of India, CVC Circular No. 4/3/07 dated 3.3.07 on the issue
of /I Tendering Process- Negotiations with L1"(copy enclosed).

(ii) Government of India, CVC Circular No.01/01/10 dated 20 January, 2010
(copy enclosed).

5. These instructions shall come into force with immediate effect.

l P.

(R.P. Singh)
Additional Director General

For Director General,
Defence Estates

Copy to:
1. Director, NIDEM

2. DMS, DGDE
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NO.005/0RD/012
Government of India

Central Vigilance Commission
*****

Satarkta Bhawan, Block 'A',
GPO Complex, INA,
New Oelhi- 110 023

Dated the 3rd March, 2007

Circular No. 4/3/07
( ..

Sub:- Tendering process - negotiations with L-1.

Reference is invited to the Commission's circulars of even number, dated
25.10.2005 and 3~1p.2006, on the above cited subject. In supersession of the
instructions contained therein, the following consolidated instructions are issued with
immediate effect:-

(i) As post tender negotiations could often be a source of corruption, it is
directed that there should be no post-tender negotiations with L-1,
except in certain exceptional situations. Such exceptional situations
would include, procurement of proprietary items, items with limited
sources of supply and items where there is suspicion of a cartel
formation. The justification and details of such negotiations should be
duly recorded and documented without any loss of time.

(ii) In cases where a decision is taken to go for re-tendering due to the
unreasonableness of the quoted rates, but the requirements are urgent
and a re-tender for the entire requirement would delay the availability of
the item, thus jeopardizing the essential operations, maintenance and
safety, neqotiations would be permitted with L-1 bidder(s) for the
supply of a bare minimum quantity. The balance quantity should,
however, be procured expeditiously through a re-tender, following the
normal tendering process.

(iii) Negotiations should not be allowed to be misused as a tool for
bargaining with L-1 with dubious intentions or lead to delays in
decision-making. Convincing reasons must be recorded by the
authority recommending negotiations. Competent authority should
exercise due diligence while accepting a tender or ordering
negotiations or calling for a re-tender and a definite timeframe should
be indicated so that the time taken for according requisite approvals for
the entire process of award of tenders does not exceed one month
from the date of submission of recommendations. In cases where the
proposal is to be approved at higher levels, a maximum of 15 days
should be assigned for clearance at each level. In no case should the
overall timeframe exceed the validity period of the tender and it should
be ensured that tenders are invariably finalised within their validity
period.
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(iv) As regards tllJe splitting of quantities, some organisations have

expressed apprehension that pre-disclosing the distribution of
quantities in the bid document may not be feasible, as the capacity of
the L-1 firm may not be known in advance. It may be stated that if,
after due processing, it is discovered that the quantity to be ordered is
far more than what L-1 alone is capable of supplying and there was no
prior decision to split the quantities, then the quantity being finally
ordered should be distributed among the other bidders in a manner that
is fair, transparent and equitable. It is essentially in cases where the
organisations decide in advance to have more than one source of
supply (due to critical or vital nature of the item) that the Commission
insists on pre-disclosing the ratio of splitting the supply in the tender
itself. This must be followed scrupulously.

(v) Counter-offers to L-1, in order to arrive at an acceptable price, shall
amount to negotiations. However, any counter-offer thereafter to L-2,
L-3, etc., (at the rates accepted by L-1) in case of splitting of quantities,
as pre-disclosed in the tender, shall not be deemed to be a negotiation.

2. It is reiterated that in case L-1 backs-out, there should be are-tender.

3. These instructions issue with the approval of the Commission and may please
be noted for immediate compliance.

(Vineet Mathur)
Deputy Secretary

All Chief Vigilance Officers
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(vi)

The Secretaries of all iVlinistrles/Departtnents of Governruentof India
Tile Clti~f Secretaries to AI! Union Territories
TIle Comptroller & Auditor General of Il1di'1
The Chairman, Union Public Service.Commlsslon
Tht Chief EX~~Clltive$of all PSEs/Pub/(c Sector Banks/lns.vrance Cmnpanles/AutQnomous
OrganlsatioD$/$ocieties, . . .
The Chid vigilance Officers in tne. ivlinistries/p<;) pa rtm~ntslP$Es/Pllblic Sector Banks/insurance
Companies/Autonomous Organisa~itlns/Sociqtie$ .' ,
Presidenr's, Secretariat/Vice-President's Secretariat/look Sabha $eaetariat/Rajya Sabha
Secreta ria t/f>MO

(i)
(iii
(Iii)
(iv)
(v)

(vli~

CIHCULARNo.01/()l/lO

Anennon is invited to rile Cornmlsslon's circular No. 4/3/07 dated 3,3.07 on the iSSLl~or ''Tendering Process ~
Negotiations with ll".

In tile said circular it has, among other things, been stated "As post tender negotiations could often be a
source of corruption, it is directed that there should he no post tender negotiations with U, except in
certain exceptional siruatious". If has come to Commission's notice that this has been interpreted to
mean that there is a ban on post tender negotiations with L-l only and there could be pOSt tender
negotiations with other than Ll i.e. L2, L3 etc. Th.ES is not correct.

[I is clarified to all concerned that ~ there should normally be no post lender negotiations. If I;Jt all
negotiations are warranted under exceptional circumstances, then itcan be with Ll (Lowest tenderer)
only if the render pertains to the award of work/supply orders etc. where. the Government or the
Government company has in make-payment. However, if the tender is tor sale of material by the
Governmentor the Govt.-company, the post lender negotiations are not to be held except with H I (i.e.
Highest renderer) if required.

2. All other instructions as contained in the clrct'.llal"{)f3.3.2007 remain unchanged.

3. These instructions issue with the approval of the. Commission and JiH'lY please be noted for immediate
compliance. !

[ji) .t .~I'.!JVZf"f6V; .......c;!..i./ ~''v

(V, Ramachandran)
Chlef Technical Examiner




