No.1/4/2023-PPD
Government of India
Ministry of Finance
Department of Expenditure
Procurement Policy Division

ded ke

502, Lok Nayak Bhawan,
Khan Market, New Delhi
16.08.2024
OFFICE MEMORANDUM

Subject: REVISED Manual for Procurement of Goods.

The undersigned is directed to forward the revised Manual for Procurement of
Goods. This is the second edition of the Manual for Procurement of Goods after
issuance in 2017 (and updating in 2022). Since the publication of the last Manual,
there have been many developments in the form of policy initiatives with their
clarifications, deliberations with stakeholders, Methodology for Assessment of
Procurement Systems (MAPS) report, 2020, Model Tender Documents for Goods,
etc. necessitating the thorough revision of the Goods procurement manual.

2 The revised Manual focuses on ease of business for suppliers and clarity for
the procurement professionals. A wide range of topics have been rewritten such as
clarifying extent of applicability to various entities, categorization of procurements,
identification of conflict of interest, interest-free advance payments, new forms of
performance securities, outsourcing procurement, auto-extension of bids, capping
price variation and liquidated damages, mitigating carter formation, reverse auction,
rate contracts, withdrawal by L1 bidders, Net Present Value (NPV), procurement
during Natural Disasters and many others including the latest amendment to General
Financial Rules (GFRs), 2017 issued on 10.07.2024, wherein the monetary
thresholds under various procurement methods have been nearly doubled.

3. Ministries/ Departments etc may supplement the manual to suit their local/
specialized needs, by issuing their own detailed manuals or instructions including
customized formats, Standard Bidding Documents and Schedule of Procurement
Powers as guidance for their own procuring officers.

4. It is requested that above may be informed to all organizations under your
control including autonomous bodies as well as Central Public Sector Enterprises
(CPSEs) etc.

5. The Manual for Procurement of Goods, Second Edition, 2024 is also available
on the website of Department of Expenditure. One hard copy of the Manual has
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been sent by post In case additional printed copies of the Manual is required,
Procurement Policy Division (PPD) of this Department may be approached.

Anil Kumar

Deputy Secretary (Procurement Policy)
Tel.: 24627920

email: anil.kumar14@pnic.in

To
Secretaries of all Central Government Ministries/ Departments.
Financial Advisers of Central Government Ministries/ Departments

Copy to:
1) Secretary, Department of Public Enterprises {with a request for also reiterating

these instructions for compliance of all CPSEs in this regard}

Copy to: For kind information

1) Secretary-General, Supreme Court
2) Governor, Reserve Bank of India
3) Secretary General, Lok Sabha

4) Secretary General, Rajya Sabha
5) Chief Secretaries of all States

6) Secretary/ CVC
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FOREWORD

(Second Edition, 2024)

As part of initiatives to improve transparency, fairness, competition, value for money, and
good governance in public procurement, the Department of Expenditure, Ministry of Finance
published the Manual for Procurement of Goods along with other Manuals for Works and Services in
2017/ 2019 (later updated in 2022). These manuals have significantly influenced public procurement
practices and served well as a trusted companion for professionals and training establishments.

2. Since their publication, there have been many developments - policy initiatives,
clarifications, stakeholders’ deliberations, Methodology for Assessment of Procurement Systems
(MAPS) report, 2020, Model Tender Documents for Goods, Non-consultancy, and Consultancy
Services, etc. necessitating thorough revision of procurement manuals.

3. In this context, this Manual has been comprehensively revised. It focuses on ease of business
for suppliers and clarity for the procurement professionals. A wide range of topics have been
rewritten such as clarifying extent of applicability to various entities, categorisation of
procurements, conflict of interest, interest-free advance payments, new forms of performance
securities, outsourcing procurement, auto-extension of bids, capping price variation and liquidated
damages, mitigating cartel formation, reverse auction, rate contracts, withdrawal by L1 bidders, Net
Present Value (NPV), Procurement during Natural Disasters and many others.

4. | would like to acknowledge the outstanding work done by the team led by Shri Sanjay
Aggarwal, Adviser, PPD comprising Shri Anil Kumar, Deputy Secretary (PPD), Shri Girish Bhatnagar, Sr
Consultant and Shri Vikram Rajvanshi, Consultant, PPD. This was truly a collaborative effort, and |
would like to thank Ministries, Departments, other organisations, and individuals who reviewed the
drafts of the Manual and provided their valuable inputs.

5. As we navigate the complexities of modern procurement, | invite both seasoned
procurement professionals and newcomers to explore the guidelines, valuable insights, and
actionable recommendations shared in these pages. As we publish this Goods Manual and continue
refining others, we remain open to your feedback.

(Dr. T. V. Somanathan)
Date: 22" July, 2024 Finance Secretary & Secretary (Expenditure)






Preface

Compliance: This Manual adheres to the relevant laws, GFR, and clarifications/ OMs
issued by the Procurement Policy Division, Department of Expenditure, Ministry of Finance
(‘the Ministry’) up to June 2024. In case of inconsistencies between this Manual and
prevailing law or GFR, the extant law and GFR shall prevail. However, the provisions of
this Manual shall prevail in case of discrepancies with the clarifications/ OMs issued till
June 2024 by the Ministry. Procuring entities are advised to stay informed about any further
changes in the relevant law, GFR, and clarifications/ OMs from the Ministry.

Interpretation:

a) Any mention of writing or written includes matter in digital communications (including
email), manuscript, typewritten, lithographed, cyclostyled, photographed, or printed -
under or over signature or seal or digitally acceptable authentication, as the case may
be.

b) Words in the singular include the plural and vice-versa. Words importing the masculine
gender shall be taken to include other genders. Words importing persons include any
company or any association/ body of individuals/ companies and vice-versa.

c) Any reference to any legal Act, Government Policies or orders shall be deemed to
include all amendments to such instruments, from time to time, till date.

d) Sentences containing ‘may’ are to be considered desirable or good practices which
procuring entities are encouraged to implement.

e) Sentences containing ‘should’/ ‘shall’ are required to be followed.

f) Sentences containing “allowed” indicate an optional course of action to be decided
upon on merits.

Manuals and Model Tender Documents: Model Tender Documents (MTD) for

Procurement of Goods, and Non-consultancy Services were issued in 2019 and that of

Consultancy Services was issued in 2023. These complement the respective procurement

manuals since the MTDs contain additional details on many topics that the Manuals cannot

accommodate. Therefore, Procuring Officials are urged to read both Manuals and MTDs
in tandem for better understanding.

Annexures: Voluminous details from various orders/ websites are relegated to annexures

to maintain an uninterrupted flow of text on a topic. Since these orders/ websites undergo

frequent revision, it would be easier to update the annexures than the body of the Manual.

An attempt has been made in this edition of Manuals to illustrate some topics with relevant

examples.
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Acronyms
The following acronyms are used throughout this Manual®:

AITB Additional Instructions to Bidders
AMC Annual Maintenance Contract

BG Bank Guarantee

BIS  Bureau of Indian Standards

BOC Bid Opening Committee

BOQ “Bill of Quantities” (refers to the
Price Schedule in Excel sheet)

BSD Bid Securing Declaration (in place
of Bid Security, if permitted)

BSTC Buyer Specific Terms & Conditions
BSV Balance Sale Value

CA (CFA) Competent
(Competent Financial Authority)

CAG (C&AG) Comptroller and Auditor
General - of India

Authority

CBI  Central Bureau of Investigation
CCl  Competition Commission of India
CEO Chief Executive Officer

CFR Cost and Freight

CIF  Cost Insurance and Freight

CIP  Carriage and Insurance Paid

CIPP Code of Integrity for Public
Procurement

CMC Comprehensive Maintenance

Contract/ Contract Management
Committee
CMD (MD) Chairman and Managing

Director (Managing Director)
COI  Conflict of Interest

COTS Commercially Off The Shelf -
Goods

CPCB Central Pollution Control Board
CPPP Central Public Procurement Portal

CPSE Central Public Sector Enterprise

CPT Carriage Paid To - named place of
delivery (earlier C&F — cost and freight)

CRAC Consignee
Acceptance Certificate

Receipt and

CVC Central Vigilance Commission
CVO Chief Vigilance Officer

DAP Delivered at Place - named place of
delivery (earlier DAT — Delivered at
Terminal)

DDO Direct Demanding Officer (for RCs)

DDP Delivered Duty Paid - named place
of delivery

DFPR Delegation of Financial Power

DMI&SP Domestically Manufactured
Iron & Steel Products Policy, 2019

DoE Department of Expenditure — under
the Ministry of Finance

DP Delivery Period

DPIIT Department for Promotion of
Industry and Internal Trade

DSC Digital Signature Certificate
eASP E-Auction Service Provider
e-BG Electronic Bank Guarantee
EMD Earnest Money Deposit

Eol Expression of Interest - Tender

EPC Engineering, Procurement and
Construction contracts

e-RA (eRAP) Electronic Reverse Auction
(Electronic Reverse Auction Process)

ERV Exchange Rate Variation
EXIM Export Import - Policy

FA Framework Agreement (Forward
Auction, Financial Adviser)

1 The main acronym is listed first, and alternatives are listed in bracket thereafter. Alternative meanings in certain
contexts, if any, are listed in the brackets, after main meaning. Acronyms within brackets is not considered for sort-

order.



Acronyms

FA (FA&CAO) Financial Adviser (Financial
Adviser and Chief Accounts Officer)

FA-BB Forward Auction Buyer/ Bidder
FAS
FA-SA Forward Auction Seller/ Auctioneer

Free Alongside Ship

FEMA Foreign Exchange Management
Act

FM Force Majeure

FOB Free On Board

FOR Free On Raill

FOT Free On Truck

GCC General Conditions of Contract
GeM Government Electronic Market

GeMAR&PTS GeM Availability Report and
Past Transaction Summary

GFR General and Financial Rules, 2017
GPA GeM Pool Account

GRIR Goods Receipt and Inspection
Report
GST (CGST/ IGST/ SGST) (Central/

Integrated/ State) Goods and Services Tax
GSTIN GST Identification Number

GTC General Terms & Conditions

GTE Global Tender Enquiry

HoD Head of the Department

HSN Harmonized System of
Nomenclature

IEM Independent External Monitor

IFD  Integrated Finance Department

INCOTERMS International Commercial
Terms
IPC Indian Penal code, 1860 (This law

would be replaced by Bhartiya Nyaya
Sanhita (BNS), 2023 from 1%t July 2024)

IPR

ISO International
Standardization
ITB  Instructions to Bidders (may in
some instances be called Instructions to
Tenderers - ITT)

ITC -HS Indian Tariff Classification -
Harmonised System

Intellectual Property Rights

Organization  for

Xiv

KPIs Key Performance Indicators

L1 is the lowest acceptable bid that is
techno-commercially responsive for the
supply of a bulk quantity.

LC Letter of Credit

LD Liguidated Damages

LCC Life Cycle Costing

LoA Letter (Notification) of Award (also
called Letter of Intent (Lol, in some
contexts)

LPP Last Purchase Price

LTE Limited Tender Enquiry

MeitY Ministry of Electronics and

Information Technology
MII
MoF  Ministry of Finance

MSA Mediated Settlement Agreement
MSE Micro and Small Enterprise

MSME(D) Micro Small and Medium
Enterprises (Development Act, 2006)

Make in India (order)

MSP Mediation Service Provider

MTD (SBD) Model Tender Document
(Standard Bid Document)
NCLAT National Company Law

Appellate Tribunal
NeSL National
Limited
NIC
NIT  Notice Inviting Tender
NPAE Non-PFMS Agency/Entity
NPV Net Present Value

e-Governance Services

National Informatics Centre

NSIC National Small Industries
Corporation
OEM (OPM) Original Equipment

Manufacturer (Original Parts Manufacturer)

OES (OPS) Original Equipment Supplier
(Original Parts Supplier)

OTE Open Tender Enquiry

PAC Proprietary Article Certificate

PAN Personal Account Number

PAO Pay and Accounts Officer
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PBG Performance Bank Guarantee - as
performance security - also see SD.

PFMS Public  Finance Management
System

PLI Production Linked Incentive

PPD Procurement Policy Division - under
the Department of Expenditure, Ministry of
Finance

PPP  Public Private Partnership
(Purchasing Power Parity)

PPP-MII Public Procurement -
Preference to Make in India, Order

PQB Pre-qualification Bidding

PQC Pre-qualification Criterion

PR Purchase Requisition/ Indent
PRC Provisional Receipt Certificate
PSE Public Sector Enterprise

PVC Price Variation Clause

QA (QAP) Quality Assurance (Plan)
QCBS Quality and Cost Based Selection
RBI  Reserve Bank of India

RC Rate Contract (or Framework
Agreement - FA)

RCM Reverse Charge Mechanism

RfP (SRfP) Request for Proposals
(Standard Request for Proposals) -
Document

RTI  Right to Information

SC Survey Committee/ Scheduled
Castes

SCC Special Conditions of Contract
SD Security Deposit, also see PBG.
SLA  Service Level Agreement

SLTE Special Limited Tender Enquiry
SoPP Schedule of Procurement Powers
ST Scheduled Tribes

STA Subject to Acceptance

STC Special Terms & Conditions

STE Single Tender Enquiry

2 replaced by Udyam Registration Certificate (URC
w.e.f. 01.07.2020)

XV

TC (TPC/ TEC) Tender Committee
also called Tender Purchase or Tender
Evaluation Committee

TCO Total Cost of Ownership

TCS Tax Collected at Source

TDS Tax Deducted at Source

TIS  Tender Information Summary
ToR Terms of Reference

ToT  Transfer of Technology

TS Technical Specification

UAM? Udyam Aadhaar Memorandum
URC Udyam Registration Certificate
VIM  Value for Money

WOL Whole of Life (Costing) also see
TCO
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Procurement Glossary

Unless the context dictates otherwise, the following definitions shall apply throughout this
Manual?®:

1. “Agent” is a person, or a legal entity employed to act for/ represent another (called the
Principal) in dealings with a third person or legal entity. In public Procurement, an Agent
is a representative participating in the Tender Process or the execution of a Contract for
and on behalf of its principals.

2. “Allied firm” (‘affiliates’/ ‘affiliated firm’, ‘sister concern’, ‘associated firm’, or ‘related party’)
of a bidder/ contractor (Principal firm, including Joint Venture Company) is a firm/ concern
(including Joint Venture Company) that comes within the sphere of effective control/
influence of the principal firm, wherein the Principal Firm —i) being a proprietary firm, owns
the Allied Firm, ii) being a partnership firm, has common (all or majority of) partners, or
any one of its partners has profit share of 20% or more, in the Allied Firm iii) has common
Management (say majority of director) with the Allied firm; iv) its partners or directors have
a majority interest in the management of the Allied Firm; v) has a controlling voice by
owning substantial (20% or more) shares in the Allied Firm; vi) directly or indirectly
controls or is controlled by or is under common control, by way of any agreement/ MoU
or otherwise with the Allied Firm, v) has the Allied Firm as its successor/ subsidiary or
vice-a-versa; vii) has common offices/ manufacturing facilities with the Allied Firm.

3. "Bid" (‘tender,’ ‘offer,’ ‘quotation’ or ‘proposal’) means an offer to supply goods, services
or execution of works made in accordance with the terms and conditions set out in a
document inviting such Bids;

4. "Bidder" (‘bidder,” ‘consultant’, ‘tenderer’, ‘contractor’ or ‘service provider’) means any
eligible person, firm, or company, including a consortium (that is, an association of several
persons, firms, or companies) participating in a procurement process with a procuring
entity;

5. "Bid security" (‘Earnest Money Deposit'(EMD), or ‘Bid Security Declaration’) means
security from a bidder securing obligations arising from its Bid, i.e., to avoid the withdrawal
or modification of its Bid within its validity, after the deadline for submission of such Bids;
failure to sign the resulting contract or failure to provide the required security for the
performance of the resulting contract after its Bid has been accepted; or failure to comply
with any other condition precedent to signing the resulting contract specified in the
solicitation documents;

6. “Bill of Quantities” (Price Schedule, Financial Bid or BOQ) means the priced and
completed Bill of Quantities forming part of the bid.

7. “Central Public Sector Enterprise” means a body incorporated under the Companies Act
or established under any other act in which the Central Government directly or indirectly
owns more than 50 per cent of the issued share capital;

3 The main preferred term is within the inverted comma. Alternative equivalent terms used in certain contexts, if
any, are listed in the brackets. Text within brackets is not considered for sort-order of terms.
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10.

11.

12.

13.

14.

15.

16.

“Class-I local supplier” means a supplier or service provider, whose goods, services or
works offered for procurement, meets the minimum local content as prescribed for ‘Class-
I local supplier’ under the Public Procurement (Preference to Make in India), Order 20174;
“Class-Il local supplier” means a supplier or service provider, whose goods, services or
works offered for procurement, meets the minimum local content as prescribed for ‘Class-
Il local supplier’ but less than that prescribed for ‘Class-I local supplier’ under the Public
Procurement (Preference to Make in India), Order 20175;

“Competent authority” (Competent Financial Authority) in respect of the powers of
approval in a procurement process or execution of a resultant contract means an authority
to which such power is delegated by or under General and Financial Rules (GFR),
Delegation of Financial Power Rules (DFPR), Schedule of Procurement Powers (SoPP)
or any other general or special orders issued by the Government of India.

“Consignee” means the person to whom the goods are required to be delivered as
stipulated in the contract. A contract may provide the goods to be delivered to an interim
consignee for further despatch to the ultimate consignee.

“Consultancy services” means a one-off (that is, not repetitive and not routine) services
involving project-specific intellectual and procedural processes using established
technologies and methodologies, but the outcomes — which are primarily of a non-physical
nature — may not be standardised and would vary from one consultant to another. It may
include small works or supply of goods that are incidental or consequential to such
services;

“Contract” (‘Procurement Contract', ‘Purchase Order’, ‘Supply Order’, ‘Withdrawal Order,’
‘Work Order’, ‘Consultancy Contract’, ‘Contract for Services’, ‘Rate Contract’, ‘Framework
Agreement’, ‘Letter of Award, ‘Agreement’, ‘Repeat Order’, or a ‘Formal Agreement’, ),
means a formal legal agreement in writing relating to the subject matter of Procurement,
entered into between the Procuring Entity and the supplier, service provider or contractor
on mutually acceptable terms and conditions and which are in compliance with all the
relevant provisions of the laws of the Country;

“Contractor” (‘Supplier’ or ‘Service Provider’ or ‘Consultant’ or ‘Firm’ or ‘Vendor' or
‘Manufacturer’ or ‘Successful Bidder’' ) means the person, firm, or company, including a
consortium (that is, an association of several persons or firms or companies - Joint
Venture/ consortium) with whom the contract is entered into and shall be deemed to
include the contractor's successors (approved by the Procuring Entity), agents,
subcontractor, representatives, heirs, executors, and administrators as the case may be
unless excluded by the terms of the contract;

“e-Procurement” means the use of information and communication technology (especially
the internet) by the procuring entity in conducting its procurement processes with bidders
for the acquisition of goods (supplies), works and services with the aim of open, non-
discriminatory, and efficient Procurement through transparent procedures;

"Goods" (‘Stores’, Iltem(s) or ‘Material(s)’) includes all articles, materials, commodities,
livestock, medicines, furniture, fixtures, raw materials, consumables, spare parts,
instruments, hardware, machinery, equipment, industrial plant, vehicles, aircraft, ships,
railway rolling stock, assemblies, sub-assemblies, accessories, a group of machines

4 Notified vide Order No. P-45021/2/2017-PP (BE-Il)-Part(4)Vol.ll issued by Department of Promotion of Industry
and Internal Trade dated 19.07.2024

5 Notified vide Order No. P-45021/2/2017-PP (BE-Il)-Part(4)Vol.ll issued by Department of Promotion of Industry
and Internal Trade dated 19.07.2024
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28.

comprising an integrated production process or intangible products (e.g. technology
transfer, licenses, patents, software or other intellectual properties) but excludes books,
publications, periodicals, etc., for a library, procured or otherwise acquired by a procuring
entity. Procurement of goods may include certain small work or some services that are
incidental or consequential to the supply of such goods, such as transportation, insurance,
installation, commissioning, training, and maintenance (Rule 143 of GFR 2017).;
“Indentor” (‘User (Department)’) means the entity and its officials assessing the need for
procurement and initiating a procurement indent, that is, a request to the procuring entity
to procure goods, works, or services specified therein;

“Inspection” means activities such as measuring, examining, testing, analysing, gauging
one or more characteristics of the goods, services or works and comparing the same with
the specified requirement to determine conformity.

“Inspecting Officer” means the person or organisation stipulated for inspection under the
contract and includes his/ their authorised representative(s);

“Intellectual Property Rights” (IPR) refers to the owner’s rights against unauthorised
possession/ exploitation by others of its tangible or intangible intellectual property. It
includes rights to Patents, Copyrights, Trademarks, Industrial Designs, and Geographical
indications (Gl).

“Inventory” means any material, component or product that is held for use later;
"Invitation to (pre-)qualify" means a document including any amendment thereto
published by the Procuring Entity inviting offers for pre-qualification from prospective
bidders;

“Letter of Award” (‘Letter of Intent’ or ‘Notification of Award’) means the letter or
memorandum communicating to the contractor the acceptance of his bid for award of the
contract;

“Local Content” means the amount of value added in India which shall, unless otherwise
prescribed by the Nodal Ministry, be the total value of the item procured (excluding net
domestic indirect taxes) minus the value of imported content in the item (including all
customs duties) as a proportion of the total value, in percent.

"Model Tender Document(s)" (‘Tender (Enquiry) Document(s)’, ‘Request for Proposal
Documents’, or ‘Standard Bidding Document(s)’) means a document issued by the
procuring entity, including any amendment thereto, that sets out the terms, conditions of
the given Procurement. A Model Tender Document is the model template to be used for
preparing a Tender Document after making suitable changes for specific Procurement;
“Non-consultancy services” (‘Outsourcing of Services’) are defined by exclusion as those
services that cannot be classified as Consultancy Services. These involve routine,
repetitive physical, procedural, and non-intellectual outcomes for which quantum and
performance standards can be clearly identified and consistently applied and are bid and
contracted on such basis. It may include small works or a supply of goods or Consultancy,
which are incidental or consequential to such services;

“Non-Local supplier” means a supplier or service provider, whose goods, services or
works offered for procurement, has local content less than that prescribed for ‘Class-II
local supplier’ under the Public Procurement (Preference to Make in India), Order 2017¢;
"Notice inviting Tenders" (‘Invitation to Bid’ or ‘Request for Proposals’) means a document
and any amendment thereto published or notified by the procuring entity, which informs

6 Notified vide Order No. P-45021/2/2017-PP (BE-Il)-Part(4)Vol.ll issued by Department of Promotion of Industry
and Internal Trade dated 19.07.2024
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41.

the potential bidders that it intends to procure the subject goods, services, works or a
combination thereof;
“Parties™ The parties to the contract are the Contractor and the Procuring Entity, as
defined therein;
“Performance Security” (‘Security Deposit’ or ‘Performance Bond’ or ‘Performance Bank
Guarantee’ or other specified financial instruments) means a monetary guarantee to be
furnished by the successful Bidder or Contractor in the form prescribed for the due
performance of the contract;
“Place of Delivery” The place specified in the contract for delivery of the Goods after
approval by the Inspecting Officer (If provided in the contract). These can be the following
places as per the terms and conditions of the contract -

a) The consignee at his premises or

b) Where so provided, the interim consignee at his premises or

c) A carrier or other person named in the contract for transmission to the consignee or

d) The consignee at the destination station, in case of a contract stipulating the delivery

of goods at the destination station.

"Pre-qualification (bidding) Procedure" means the procedure set out to identify, prior to
inviting bids, the bidders that are qualified to participate in the Procurement;
"Pre-qualification Document" means the document, including any amendment thereto
issued by a procuring entity, which sets out the terms and conditions of the pre-
gualification bidding and includes the invitation to pre-qualify;
"Procurement” (or the terms "Public Procurement” or ‘Government Procurement/
Purchase’ including an award of Public-Private Partnership projects) means acquisition
by way of purchase, lease, license or otherwise, either using public funds or any other
source of funds (e.g. grant, loans, gifts, private investment etc.) of goods, works or
services or any combination thereof, by a procuring entity, whether directly or through an
agency, but does not include any acquisition of goods, works or services without
consideration, and the term "procure" or "procured" or “purchase”/ “purchased” shall be
construed accordingly;
“(Public) Procurement Guidelines” means guidelines applicable to Public Procurement,
comprising a hierarchy of Statutory framework, Rules and Regulations, Manuals of
Procurement and Procurement Documents as detailed in Annexure 1 of this Manual;
“Procurement Officer” means the officer signing the Letter of Award (LoA) and/ or the
contract on behalf of the Procuring Entity;
"Procurement Process” means the process of Procurement extending from the
assessment of need, Bid Invitation Process, Bid Evaluation and Award of Contract to the
Contract Management;
“Procuring Authority” means the officer who finally approves, as well as those officials and
committee members who submit the notes/ reports to approve any decision.
"Procuring Entity" means the entity in any Ministry or Department of the Central
Government or a unit thereof or it's attached or subordinate office to which powers of
Procurement have been delegated and handles the entire procurement process, ensuring
efficiency, transparency, fair treatment of suppliers, and the promotion of competition;
“Procuring Organisation” means the Organisation for which the procurement is done to
fulfil its stated objectives, assigned duties/ obligations/ responsibilities/ functions, and
activities in alignment with desired policy outcomes;
"Prospective bidder" means anyone likely or desirous to be a bidder;

XX



Manual for Procurement of Goods, Second Edition, 2024

42.

43.

44.

45,

46.

47.

48.

49.

50.

51.

52.

53.

"Public Private Partnership” means an arrangement between a public entity on one side
and a private sector entity on the other for the provision of public assets or public services
or both, or a combination thereof, through investments being made or management being
undertaken by the private sector entity, for a specified period, where there is predefined
allocation of risk between the private sector and the public entity and the private entity
receives performance-linked payments that conform (or are benchmarked) to specified
and predetermined performance standards, deliverables or Service Level agreements
measurable by the public entity or its representative;

"Rate contract" (‘framework agreement’) means an agreement between a Central
Purchase Organisation or a procuring entity with one or more bidders, valid for a specified
period, which sets out terms and conditions under which specific procurements can be
made during the term of the agreement and may include an agreement on prices which
may be either predetermined or be determined at the stage of actual Procurement through
competition or a predefined process allowing their revision without further competition;
“Registering authority” is an authority that registers bidders for various procurement
categories;

"Registered Supplier" means any supplier who is on a list of registered suppliers of the
procuring entity or a Central Purchase Organisation;

"Reverse auction" (‘Electronic reverse auction’) means an online real-time purchasing
technique utilised by the procuring entity to select the successful bid, which involves
presentation by bidders of successively more favourable bids during a scheduled period
and automatic evaluation of bids;

"Scheduled Commercial Bank" means a bank listed in the Second Schedule of the
Reserve Bank of India Act, 1934.

"Service" means any subject matter of Procurement that has non-tangible outputs, as
distinguished from goods or works, except those incidental or consequential to the
service, and includes physical, maintenance, professional, intellectual, training,
Consultancy and advisory services or any other service classified or declared as such by
a procuring entity but does not include the appointment of an individual made under any
law, rules, regulations, or order issued in this behalf. It includes ‘Consultancy Services’
and ‘Other (Non-consultancy) Services;’

“Special Conditions of Contract” means Special Conditions that override the General
Conditions if and to the extent of the conflict between the two.

"Subject Matter Of Procurement” means any object of Procurement, whether in the form
of goods, services or works or a combination thereof;

‘Tender Document’ means the document (including all its sections, appendices, forms,
formats, etc. and various terms prevalent for such documents) published by the Procuring
Entity to invite bids in a Tender Process. The Tender Document and Tender Process may
be generically called “Tender" or "Tender Enquiry”, which would be evident from context
without ambiguity.

“Tender Process” is the entire process from the publishing of the Tender Document to the
resultant award of the contract.

‘Total Cost of Owning’ - TCO (Life Cycle Costing - LCC, Whole of Life Costing - WOL)
encompasses all costs associated with acquiring (including the price paid to the supplier),
operating, maintaining, and disposing of a product or service. Essentially, the three terms
refer to the cost incurred on a product during its lifetime. However, LCC has evolved
beyond that to consider the cost of the impact of the product on the environment and,
therefore, is mostly used as a tool in Sustainable Public Procurement. WOL is used mostly
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in capital-intensive assets, infrastructure projects, and long-term investments, and TCO
is used mostly in procurement of Goods.

"Works" refer to any activity with a tangible and physical output sufficient in itself to fulfil
an economic or technical function involving construction, fabrication, repair, overhaul,
renovation, decoration, installation, erection, excavation, dredging, and so on, which
make use of a combination of one or more of engineering design, architectural design,
material and technology, labour, machinery, and equipment. Supply of some materials or
certain services may be incidental or consequential to and part of such works. The term
“Works” includes (i) civil works for roads, railways, airports, shipping ports, bridges,
buildings, irrigation systems, water supply, sewerage facilities, dams, tunnels, and
earthworks; and so on, and (ii)) mechanical and electrical works involving fabrication,
installation, erection, repair, and maintenance of a mechanical or electrical nature relating
to machinery and plants.
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Chapter 1: Introduction —Principles and Policies

1.1. Procurement Rules and Regulations; and this Manual

1.

Various Ministries, Departments, attached and subordinate offices, local urban bodies,
public sector enterprises, and other Government (including autonomous) bodies
(hereinafter referred to as ‘Procuring Entities’) spend a sizeable amount of their budget on
the Procurement of goods, works and services to fulfil their stated objectives, assigned
duties/ obligations/ responsibilities/ functions, and activities in alignment with desired
policy outcomes.

The Ministries / Departments have been delegated full powers to make their own
arrangements for the procurement of goods and services that are not available on the
government e-marketplace (GeM). These powers must be exercised as per the Delegation
of Financial Power Rules and in conformity with the ‘Procurement Guidelines’ described
below. Common use Goods and Services available on GeM are required to be procured
mandatorily through GeM as per Rule 149 of GFR, 2017.

To ensure that these procurements are made by following a uniform, systematic, efficient,
and cost-effective procedure and also to ensure fair and equitable treatment of suppliers,
there are guidelines comprising a hierarchy of Statutory framework, Rules and
Regulations, Manuals of Procurement and Procurement Documents as detailed in
Annexure 1 of this Manual (hereinafter referred as ‘Procurement Guidelines’, please see
Annexure 1).

At the apex of the Statutory framework governing public Procurement is Article 299 of the
Constitution of India, which stipulates that contracts legally binding on the Government
must be executed in writing by officers specifically authorised to do so. The Constitution
also enshrines Fundamental Rights (In particular, Articles 14 — Right to Equality before
Law and 19 (1) (g) — Right to practice any profession, or to carry on any occupation, trade,
or Business) which have implications for Public Procurement. Further, the Indian Contract
Act of 1872 and the Sale of Goods Act of 1930 are significant legislations governing
contracts of sale/ purchase of goods in general. There are other mercantile laws
(Arbitration and Conciliation Act, 1996; Mediation Act, 2023; Competition Act, 2002;
Information Technology Act, 2000, etc.) that may be attracted in Public Procurement
Transactions.

In the Central Government, there is no law exclusively governing public procurement.
However, comprehensive Rules and Regulations in this regard are available in the General
Financial Rules (GFR), 2017 (especially chapters 6 to 9); Delegation of Financial Powers
Rules (DFPR); Government orders regarding purchase preference/ restrictions like Public
Procurement (Preference to Make in India), Order 2017, facilities to Micro and Small
Enterprises and Start-ups, Restrictions on Entities from a Class of Countries (Rule 144
(xi), GFR 2017) etc.

Without purporting to be a comprehensive compendium of all such ‘Procurement
Guidelines,’ this Manual is intended to serve as a portal to enter this vast area and draw
attention to basic norms and practices governing public Procurement.
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1.2. Clarification, Amendments and Revision of this Manual

The Procurement Policy Division, Department of Expenditure, Ministry of Finance would be
the nodal authority for this Manual's revision, interpretation, and clarification.

1.3. Applicability of this Manual

1. Category of Procurements: This Manual is applicable to the Procurement of all "Goods"
as defined in the ‘Procurement Glossary’ section. What is unique about the Procurement
of goods (as compared to services and works) is the ability to precisely describe the
technical specification and scope of the requirement. Other Manuals for Procurement (of
Consultancy/ Non-consultancy Services and Works) are generically based on this Manual.
Hence, for any topic for which guidance cannot be found in those manuals, this Manual
for Procurement of Goods shall apply mutatis mutandis. For the sake of brevity, those
manuals refer to some of the sections of this Manual without reproducing them.

2. Procuring Entities: This Manual shall apply to all Procuring Entities covered by Rule 1 of
GFR, i.e., all Central Government Ministries/Departments, attached and subordinate
bodies. These provisions shall also apply, as per the same rule, to autonomous bodies
except to the extent that the bye-laws of an autonomous body provide separate
procurement guidelines’ that the Government has approved.

3. Statutory Bodies and CPSEs: These guidelines shall also be applicable to bodies
substantially owned or controlled by or receiving substantial financial assistance from the
Central Government (inter-alia, Central Public Sector Enterprises (CPSEs or undertakings,
including their subsidiary companies/ Ventures); Public Sector Banks (PSBs); Public
Sector Insurance Companies (PSICs); Public Sector Financial Institutions (FIs);
Constitutional or Statutory Bodies, Public Academic Institutions (National/ Central
institutes), and Commissions that have been created under the Constitution of India or
specific legislations), except to the extent deviations’ that have been approved by their
competent authority (e.g., Board of Directors).

4. Indian Missions and CPSE Units Abroad: While the applicability of the Manual in the
case of Indian Missions abroad and CPSE Units abroad shall be as per sub-para 2) and
3) above, respectively — the following is clarified:

a) Adopting Financial Limits/ Thresholds in Local Currency: For procurements done
and for use outside India, in the host country’s local currency, Indian Missions and
CPSE units abroad may adopt General Financial Rules (GFRs) financial limits/
thresholds of procurements (as mentioned in this Manual at various instances, e.g.,
selection of mode of Procurement etc.) by using latest INR-PPP conversion rates for
the local currency as published by the IMF (International Monetary Fund). For
convenience, such converted limits/ thresholds may be reviewed annually. Even if the
Procurement is to be done in a currency other than the local currency, the applicable
financial limits/ thresholds of procurements shall be in terms of the INR-PPP
conversion rate for the local currency only. If the IMF does not publish the PPP
conversion rate for local currency, then the conversion may be done to the currency
most relevant to that mission/ unit in consultation with the Financial Advisor.

7 Such approved guidelines must retain fundamental provisions relating to the Constitution and Government
instructions relating to Preferential Procurement Policies, GTE and Land Border restriction, General Instructions
on Procurement and Project Management (NO.F.1/1/2021-PPD dtd 20.10.2021)
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The following illustration may be used as guidance:

Financial limits in GFRs are to be calculated for the Indian Mission in
Bangladesh, where the relevant local currency is Bangladesh Taka (BT).
Let the PPP conversion rate (as per international dollar) published by the
IMF for INR and BT in a particular year be as follows:

Rs. 22.947 =1 USD = 31.98 BT

The PPP-based conversion rate for BT/ INR may be calculated as 31.98/
22.947 = 1.394. Thus, a threshold of INR. 25,00,000 (say the threshold for
OTE) would be then 34,85,000 BT.

b) Exemptions: Please also refer to para 4.3.2-4-g) for exemption from restriction on
Global Tenders, para 1.11.4-3-f)ii) for exemption from restriction on bidders from Land-
border countries and para 4.17.1-4 for exemption from eProcurement for Indian
Missions and CPSE Units Abroad.

5. Portals: GeM portal, GePNIC portal (Government e-Procurement of NIC, eproc.gov.in),
and various such platforms of different Organisations carry out a substantial proportion of
Public Procurement. Hence, the procedures for such platforms should conform to these
‘Procurement Guidelines.’

6. Outsourced Procurement: These procurement guidelines would continue to apply if
these procuring entities outsource the procurement process, bundle the procurement
process with other contractual arrangements, or utilise the services of a procurement
support agency or procurement agents to carry out the Procurement on their behalf.

7. Customisation: This Manual is to be taken as generic guidelines, which are necessarily
broad in nature. Procuring Entities are advised to customise these manuals, with the
approval of competent authority and financial concurrence, to suit their local/specialised
needs by issuing their own detailed Manuals (including customised formats); Model
Tender Documents; Schedule of Procurement Powers and Checklists to serve as practical
instructions for their officers and to ensure completeness of examination of cases. For
procuring organisations that have their own detailed manuals or procedure orders, the
initiation, authorisation, Procurement, and execution of contracts undertaken by them shall
be regulated by detailed rules and orders contained in their respective regulations and by
other special orders applicable to them.

8. Exemptions: These procurement guidelines would not apply to procurements by
procuring entities mentioned above for their own use from their subsidiary companies,
including Joint Ventures, where they have a controlling share. Moreover, by a general or
special notification, the Government may permit certain ‘Procuring Entities’ mentioned in
the sub-para above, considering unique conditions under which they operate, for all or
certain categories of procurement, to adopt detailed approved guidelines for procurement,
which may deviate in some respects but conform with all other essential aspects of these
‘Procurement Guidelines.’

9. Procurements financed by Loans/ Grants extended by International Funding

Agencies:

a) For projects funded by the World Bank, Asian Development Bank, and other
International Funding Agencies (IFA), the Articles of Agreement, with the approval of
the Ministry of Finance, stipulate either the Indian (or State) Government’s own
procurement procedures or IFA’s specific procurement procedures to be followed by
the borrowers.
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b) These guidelines would not be applicable to projects funded by the World Bank using
the Investment Project Financing (IPF) instrument and similar instruments of other
International Funding Agencies (IFA). IFA’s specific procurement procedures shall be
applicable as permitted under Rules 264 of GFR 2017.

c) However, for the projects financed using instruments such as Program-for-Results
(PforR) of the World Bank, and Results-based lending (RBL) of the Asian Development
Bank, and similar instruments of other International Funding Agencies, the application
of these guidelines as expressly agreed in the legal agreements shall be followed.

1.4. Categorisation of procurements

1. Categories: Categorisation of Procurements helps prepare guidelines for Procurements
and Model Tender Documents, which cater to peculiar contractual conditions of the
categories of procurements. These categories may be further sub-categorised, e.g.,
Capital Equipment procurement in Goods. Following are the categories of procurements
(please refer to their definitions in the ‘Procurement Glossary’ section):

a) Goods.
b) Services

i) Consultancy Services and
i) Non-consultancy services

c) Works

2. Distinctive Features: Normally, such categorisation is evident from their definition (please
refer to the Procurement Glossary section), and Procurement should be done accordingly,
following the relevant guidelines and Model Tender Documents. The boundaries between
such categorisation may not be clear-cut and may overlap. It may neither be possible nor
necessary to distinguish between the categories in overlapping areas precisely. Though
simplistic, the main distinguishing factors between these are:

a) While both goods and works lead to tangible outputs (with some exceptions like IPR
materials), the main difference between goods and works is that the manufacture of
goods is done on the supplier's own premises (other than installation/ commissioning).
In contrast, ‘Works’ is executed on the premises of the procuring entity (other than pre-
fabricated components). Works may include incidental ‘Goods’ and vice-versa.

b) The main difference Between ‘Goods’ or ‘Works’ on the one hand and ‘Services’ on
the other is the intangibility of the outputs of Services.

¢) The main difference between Consultancy and Non-consultancy services is the level
of intellectual input, which is predominant in Consultancy and not central to Non-
consultancy. Another difference is that non-consultancy services are repetitive routines
with measurable and standardised outputs, while consultancy services are one-off and
non-routine, with outputs that are neither precisely measurable nor standardised.

3. In case of Doubt: Procurement in cases of doubts about categorisation may be handled
as follows:

a) A simpler procurement procedure should be followed in the case of blurred border lines
and grey areas. In case of doubt between:
i) Goods and works/services/ consultancy - it should generally be processed as
Procurement of goods.
i) Works and service/ consultancy - it should generally be processed as Procurement
of works.
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iif) Non-consultancy and Consultancy services - it should generally be processed as
Procurement of non-consultancy services.

b) The Procurement of IT projects should usually be carried out as a procurement of
consultancy services, as the outcomes/deliverables vary from one service provider to
another. The IT Projects may include:

i) tailor-made software development;

ii) cloud-based services

iii) Composite IT system integration services involve the design, development,
deployment, and commissioning of IT systems, including hardware supply,
software development, bandwidth, and operation/maintenance of the system for
a defined period after going live, etc.

c) If the Non-consultancy services involve construction, fabrication, repair, maintenance,
overhaul, renovation, decoration, installation, erection, excavation, dredging, and so
on, of Civil assets, then it should be handled as Procurement of Works. In case of
fabrication, repair, maintenance, overhaul, renovation, decoration, installation, erection
and so on, of mechanical, electrical or ICT assets — e.g., Annual Maintenance
Contracts or installation/ commissioning of Machinery and Plant and so on, it may be
handled as Procurement of Goods rather than Procurement of services.

d) Composite contracts may involve mixed elements of Goods, Works, and Services. For
example, in the Procurement of large machinery, some works and services like
Installation, Commissioning, Training, Annual Maintenance Contract (AMC) (or a
Comprehensive Maintenance Contract (CMC)), and so on may be incidental to the
supply of goods. The relationship of primacy between the goods element and the
works/ services element may be examined, irrespective of the relative values. If the
primary intention is the Procurement of goods with services/ works being incidental to
it, it may be processed as such. However, if the primary intention is Procurement of
Works/ services with Procurement of goods being incidental, then it should generally
be processed as Procurement of works/ services (as the case may be), irrespective of
the relative values. A possible approach could be to have separate but linked contracts
for such elements of Goods, Works, and Services, but implementation may become
challenging.

1.5. Authorities competent to purchase goods and Consultation
with Financial Advisers

1. The first step in procurement is the decision to procure something, such as goods,
services, works, etc., involving a formal decision to procure something along with the exact
or approximate expenditure to be incurred. A Competent authority that is competent to
incur expenditure may accord administrative sanction/ approval to incur expenditure on a
specific procurement in accordance with the Delegation of Financial Rules (DFPR —
extracted in Annexures 2 and 3) by following the ‘Procurement Guidelines’ (Rule 145 of
GFR 2017). Each ‘Procuring Entity’ may issue a Schedule of Procurement Powers (SoPP),
adding further details to the broad delegations in the DFPR based on assessing risks
involved in different decisions/ approvals at various stages of the Procurement Cycle. A
suggested structure of such SoPP is enclosed as Annexure 4.

2. Being a decision with a financial bearing and hence invariably requires consultation of the
Financial Adviser (unless validly re-delegated within permissible limits or otherwise
permitted by DoE through specific orders). The extent of involvement of the Financial
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Adviser and the Integrated Finance (IFD) in subsequent stages of procurement matters

may be based on one of the following procedures (Para 19, Charter for FA, 2023):

a) Normal Procedure: Under this procedure, the concurrence of the Financial Adviser/
IFD shall be required on all procurement matters, except for matters where re-
delegation has been done within the permissible limits under the rules/ general orders/
general instructions of DoE. Unless the Secretary of the Department approves a
special procedure with the concurrence of DoE, this procedure shall be followed.

b) Special Procedure: With the prior concurrence of Secretary Expenditure, the
Secretary of the Department may decide on a different level of involvement of the
Financial Adviser /IFD specific to the Department. The procedure shall lay out the
types/ classes of cases where the Financial Adviser/ Integrated Finance Division’s
(IFD) consultation would be required, which may be in terms of threshold financial
limits, stages in Procurement or types of Procurement and contracts, viz. Consultancy,
goods and works contracts, etc. or any permutation thereof.

It is further clarified that this system will be applicable only to Ministries/ Departments etc.,

covered under the FA Charter. All other organizations including CPSEs are free to device

their own system.

3. In all procedures, payments under approved contracts shall not require IFD consultation
except in cases where the payments are in relaxation/variation to approved contract
conditions.

1.6. Basic Aims of Procurement — the Five R’s of Procurement

In every Procurement, public or private, the basic aim is to achieve just the right balance
between costs and requirements concerning the following five parameters called the Five ‘R’s
of Procurement. The entire process of Procurement (from the time the need for an item, facility
or service is identified till the need is satisfied) is designed to achieve such a right balance.
The word ‘right’ is used in the sense of ‘optimal balance.’

1.6.1 Right Quality:

Procurement aims to buy just the right quality that will suit the needs — no more and no less —
with precise specifications of the procuring entity’s requirements, a proper understanding of
the functional value and cost, an understanding of the bidder’'s quality system and quality
awareness. The concept of the right balance of quality can be further refined to the concept
of utility/value (Please refer to para 1.7 below). Technical specifications and quality assurance
plans are the most vital ingredients for the right quality. In public procurement, it is essential
to give due consideration to value for money while preparing the specifications.

1.6.2 Right Quantity:

There are extra costs and systemic overheads involved with both procuring a requirement too
frequently in small quantities or buying significant quantities for prolonged use. Hence, the
right quantity should be procured (in the appropriate size of the contract), which balances extra
costs associated with larger and smaller quantities.

1.6.3 Right Price:

Itis not correct to aim at the cheapest materials/ facilities/ Services available. The price should
be just right for the quality, quantity, and other factors involved (or should not be abnormally
low for facilities, works, or services, which could lead to a situation of non-performance or
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failure of contract). The concept of price can be refined further to consider not only the initial
price paid for the requirement but also other costs such as maintenance costs, operational
costs, and disposal costs (Also termed as life cycle costing - please also refer to para 1.7
below)

1.6.4 Right Time and Place:

If an organisation needs the material (or facility or services) in three months, it will be costly to
procure it too late or too early. Similarly, if the vendor delivers the materials/ facilities/ services
in another city, extra time and money would be involved in logistics. An unrealistic time
schedule for completion of a facility may lead to delays, claims, and disputes.

1.6.5 Right Source:

Similarly, the source of delivery of Goods, Works and Services of the requirement must have
just right financial capacity and technical capability for our needs (demonstrated through
satisfactory past performance of contracts of the same or similar nature). Buying a few packets
of printer paper directly from a large manufacturer may not be the right strategy. On the other
hand, if our requirements are large, buying such requirements through dealers or
intermediaries may also not be right.

1.7. Refined Concepts of Cost and Value — Value for Money

The concept of price or cost has been further refined into Total Cost Of Ownership (TCO), Life
Cycle Cost (LCC) or Whole-of-Life (WOL) to consider not only the initial acquisition cost but
also the cost of operation, maintenance, and disposal during the lifetime of the external
resource procured. Similarly, the concept of quality is linked to the need and is refined into the
concept of utility/ value. These two, taken together, are used to develop the concept of Value
for Money (VfM, also called Best Value for Money in certain contexts). VfM means the
effective, efficient, and economical use of resources, which may involve the evaluation of
relevant costs and benefits, along with an assessment of risks, non-price attributes (e.g., in
goods and/or services that contain recyclable content, are recyclable, minimise waste and
greenhouse gas emissions, conserve energy and water and minimise habitat destruction and
environmental degradation, are non-toxic etc.) and/or life cycle costs, as appropriate. Price
alone may not necessarily represent VfM. In public Procurement, VfM is achieved by attracting
the widest competition by way of optimal description of need; development of value-
engineered specifications/ Terms of Reference (ToR); appropriate packaging/ slicing of
requirement; selection of an appropriate mode of Procurement and tendering system. These
advanced concepts are explained in Appendix 1.

1.8. Fundamental Principles of Public Procurement

General Financial Rules, 2017 (Rule 144) lay down the Fundamental Principles of Public
Procurement. These principles and other additional obligations of procuring authorities in
public Procurement can be organised into five fundamental principles of public Procurement,
which all procuring authorities must abide by and be accountable for:

1.8.1 Transparency Principle:

All procuring authorities are responsible and accountable for ensuring transparency, fairness,
equality, competition, and appeal rights. This involves simultaneous, symmetric, and
unrestricted dissemination of information to all likely bidders, sufficient for them to know and
understand the availability of bidding opportunities and actual means, processes and time-
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limits prescribed for completion of registration of bidders, bidding, evaluation, grievance
redressal, award, and management of contracts. It implies that such officers must ensure that
there is consistency (absence of subjectivity), predictability (absence of arbitrariness), clarity,
openness (absence of secretiveness), and equal opportunities (absence of discrimination) in
processes. In essence, the Transparency Principle also enjoins upon the Procuring Authorities
to do only that which they professed to do as pre-declared in the relevant published documents
and not to do anything that had not been so declared.” As part of this principle, all procuring
entities should ensure that offers are invited following a fair and transparent procedure and
ensure publication of all relevant information on the Government e-Marketplace (GeM) and
GeM-Central Public Procurement Portal (CPPP).

1.8.2 Professionalism Principle:

1. As per these synergic attributes, the procuring authorities have a responsibility and
accountability to ensure professionalism, economy, efficiency, effectiveness, and integrity
in the procurement process. They must avoid wasteful, dilatory, and improper practices
violating the Code of Integrity for Public Procurement (CIPP) mentioned in Chapter 3 of
this Manual. They should, at the same time, ensure that the methodology adopted for
Procurement is reasonable and appropriate for the cost and complexity and that it
effectively achieves the planned objective of the Procurement. As part of this principle, the
Government may prescribe professional standards and specify suitable training and
certification requirements for officials dealing with procurement matters.

2. In reference to the above two principles - Transparency and Professionalism Principle, It
may be useful to refer to the following provisions in the General Financial Rules, 2017:

General Financial Rules, 2017, Rule 144. Fundamental principles of public
buying (for all procurements, including Procurement of works): Every
authority delegated with the financial powers of procuring goods in the
public interest shall have the responsibility and accountability to bring
efficiency, economy, and transparency in matters relating to public
procurement and for fair and equitable treatment of suppliers and
promotion of competition in public procurement.

3. The procedure to be followed in making public Procurement must conform to the following
yardsticks (Rule 144 GFR, 2017): -

a) offers should be invited following a fair, transparent, and reasonable procedure;

b) the procuring authority should be satisfied that the selected offer adequately meets the
requirement in all respects;

c) the procuring authority should satisfy itself that the price of the selected offer is
reasonable and consistent with the quality required;

1.8.3 Broader Obligations Principle:

1. Over and above transparency and professionalism, the procuring authorities also have the
responsibility and accountability to conduct public Procurement in a manner that facilitates
the achievement of the broader objectives, social policies and programme objectives (for
example, economic growth, strengthening of local industry - make-in-India, Ease of Doing
Business, job, and employment creation, and so on) of the Government - to the extent
these are specifically included in the ‘Procurement Guidelines’. These policies are detailed
in para 1.11 below.
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2. To support social policies, reservation of Procurement of specified goods from MSEs,
weaker sections, backward regions, and reservation of Procurement of certain goods from
MSEs,

3. To strengthen local industry and job/ employment creation, preferential Procurement of
locally manufactured goods or services (Rule 153 (iii) of GFR, 2017) and support to Start-
up enterprises (Rule 170(i), 173 (i) of GFR, 2017);

4. To achieve programme objectives, reservation of Procurement of specified class of goods
from or through certain nominated CPSEs or Government Organisations;

5. Onthe grounds of defence of India or matters directly or indirectly related thereto, including
national security, impose restrictions, including prior registration and/ or screening, on
Procurement from bidders from, or bidders having commercial arrangements with an entity
from, certain country or countries, or a class of countries. Rule 144(xi) of GFR, 2017

6. Facilitating broader objectives of other Departments of Government (for example, ensuring
tax or environmental compliance by participants, Energy Conservation, accessibility for
People with Disabilities, etc., Procurement policies and procedures must comply with
accessibility criteria® that the Government may mandate from time to time.

1.8.4 Extended Legal Responsibilities Principle:

Procuring authorities must fulfil additional legal obligations in public Procurement, over and
above mere conformity to the mercantile laws (which even private sector procurements must
comply with). The Constitution of India has certain provisions regarding fundamental rights
and public Procurement. Courts have, over time, taken a broader view of public Procurement
as a function of the ‘State,’ interpreting these to extend the responsibility and accountability of
public procurement Authorities. Courts in India thus exercise additional judicial review (beyond
contractual issues) over public Procurement in relation to the manner of decision-making with
respect to fundamental rights, fair play, and legality. Similarly, procuring authorities also have
the responsibility and accountability to comply with the laws relating to Governance Issues like
the Right to Information (RTI) Act and Prevention of Corruption Act, and so on. Details of such
extended legal obligations are given in Appendix 2.

1.8.5 Public Accountability Principle:

1. Procuring authorities are accountable for all the above principles to several statutory and
official bodies in the Country — the Legislature and its Committees, Central Vigilance
Commission, Comptroller and Auditor General of India, Central Bureau of Investigations
and so on— in addition to administrative accountability. As a result, each individual public
procurement transaction is liable to be scrutinised independently and in isolation, besides
judging the overall outcomes of the procurement process over a period. Procuring
authorities thus have responsibility and accountability for compliance with rules and
procedures in each individual procurement transaction, as well as the achievement of
overall procurement outcomes.

8 Accessibility criteria for buildings and facilities are requirements that ensure that people with disabilities can
access and use the buildings and facilities without barriers. These are contained in the National Building Code
(NBC), and the International Standards Organization (ISO) 21542:2011. “Accessible India Campaign (Sugamya
Bharat Abhiyan)” is a nation-wide Campaign launched by Department of Empowerment of Persons with Disabilities
(DEPwD) of Ministry of Social Justice & Empowerment to provide universal accessibility to persons with disabilities.
(https://www.india.gov.in/spotlight/accessible-india-campaign#tab=tab-1)
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2. The procuring authority, at each stage of Procurement, must, therefore, place on record,
in precise terms, the considerations that weighed with it while making the procurement
decision from need assessment to fulfilment of need (Rule 144 (viii), GFR 2017).

3. Such records must be preserved, retained in easily retrievable form, and made available
to such oversight agencies on demand. The procuring entity shall, therefore, maintain and
retain audit trails, records and documents generated or received during its procurement
proceedings in chronological order (refer to para 7.7.6 below). The files shall be stored in
an identified place and retrievable for scrutiny whenever needed without wasting time.

1.9. Standards (Canons) of Financial Propriety

Public Procurement, like any other expenditure in Government, must conform to the Standards
(also called Canons) of Financial Propriety. It may be useful to refer to the relevant provisions
in the General Financial Rules, 2017:

Rule 21. Standards of Financial Propriety: Every officer incurring or
authorising expenditure from public moneys should be guided by high
standards of financial propriety. Every officer should also enforce financial
order and strict economy and see that all relevant financial rules and
regulations are observed, by his own office and by subordinate disbursing
officers. Among the principles on which emphasis is generally laid are the
following: -

i) Every officer is expected to exercise the same vigilance in respect of
expenditure incurred from public moneys as a person of ordinary prudence
would exercise in respect of expenditure of his own money.

ii) The expenditure should not be prima facie more than the occasion
demands.

iii) No authority should exercise its powers of sanctioning expenditure to
pass an order which will be directly or indirectly to its own advantage.

iv) Expenditure from public moneys should not be incurred for the benefit
of a particular person or a section of the people, unless -

a) a claim for the amount could be enforced in a Court of Law, or
b) the expenditure is in pursuance of a recognised policy or
custom.

1.10. Public Procurement Infrastructure at the Centre

1.10.1 Procurement Policy Division

The Procurement Policy Division (PPD) in the Department of Expenditure, Ministry of Finance,
has been created to encourage uniformity and harmonisation in public procurement processes
by disseminating best practices, providing guidance, oversight, and capacity building, issuing
procurement manuals and Model Tender Documents. However, the Centralisation of
Procurement or involvement in procurement processes is not the intended purpose of the
creation of PPD.

1.10.2 Central Public Procurement Portal

Central Public Procurement Portal (CPPP) has been designed, developed, and hosted by the
National Informatics Centre (NIC, Ministry of Electronics & Information Technology) in
association with Dept. of Expenditure to ensure transparency in the public procurement
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process. The primary objective of the Central Public Procurement portal is to provide single-
point access to the information on procurements made across various Ministries and
Departments. The CPPP has e-publishing and e-procurement modules. It is mandatory for all
Ministries / Departments of the Central Government, Central Public Sector Enterprises
(CPSEs) and Autonomous and Statutory Bodies to publish on the CPPP all their tender
enquiries and information about the resulting contracts. CPPP provides access to information
on documents relating to pre-qualification, Bidders’ registration, Tender Documents, details of
bidders, their pre-qualification, registration, exclusions/ debarments, decisions taken
regarding pre-qualification and selection of successful bids. Implementing end-to-end e-
procurement for all procurements is also now mandatory either through the CPPP portal or
any other suitable GCQE® compliant portal.

1.10.3 Government e-marketplace (GeM)

GeM (Government e-Marketplace) is the ‘National Public Procurement Portal,” serving as an
end-to-end online marketplace for various entities. The Procurement of Goods and Services
available on GeM (as per Rule 149 of GFR, 2017) is mandatory for Ministries/ Departments
(including attached/ subordinate offices), CPSEs, autonomous bodies and local bodies. GeM
facilitates the Procurement of common-use goods and services by such entities. The GeM
portal aims to enhance efficiency, transparency, and speed in public Procurement. Through
this paperless, contactless, and cashless platform, registered government buyers can
seamlessly procure goods and services from registered sellers. It is a significant step toward
modernising and streamlining the procurement process in India.

1.10.4 Comptroller and Auditor General (CAG) of India

1. The Comptroller and Auditor General'® (CAG) of India, established under Articles 149-151
of the Constitution of India, holds a pivotal role as the Supreme Audit Institution of India
(SAIll). CAG plays a crucial role in promoting accountability, transparency, and good
governance through high-quality auditing and accounting. It provides independent and
timely assurance to the legislature, the public, and the executive that public funds are being
collected and utilised effectively and efficiently.

2. The CAG's mandate encompasses a wide spectrum of audit and reporting responsibilities:
a) Government Departments and Entities;

b) Government Companies and Corporations;

c) Autonomous Bodies and Authorities!! that receive government funding;

d) Special Requests and Initiatives: The CAG can audit the accounts of any other body
or authority upon request of the President/Governor or on its own initiative;

3. CAG conducts multiple types of audits, namely Compliance Audits, Financial Audits,
Performance audits, Thematic audits, and IT audits. These audits, especially the
performance audits, are noted to cover Procurement, but only with the perspective of
identifying if any wastage, malpractice, and fraud have occurred,;

4. To carry out its extensive audit mandate effectively, the CAG is endowed with significant
powers:

9 Guidelines for Compliance to Quality Requirements of eProcurement (GCQE), July 2021 issued by Systems
Standardisation Testing and Quality Certification (STQC) Directorate (an attached office of the Ministry of
Electronics and Information Technology (MeitY), Government of India).

10 https://cag.gov.in/en
11 e.g., municipal bodies, 1IMs, lITs, state health societies
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a) Inspection Authority: The CAG has the power to inspect any office or organisation
subject to its audit.

b) Transaction Examination: It can examine all transactions and question the executive
regarding financial matters.

¢) Record Access: The CAG can call for records, papers, and documents from any
audited entity.

d) Audit Extent and Manner: It has the authority to decide the extent and manner of audit
to ensure thorough scrutiny.

1.10.5 Lokpal/ Lokayukta — Anti-corruption Ombudsman

1.

Lokpal and Lokayukta Act, 20132 and its amendment in 20162 (the Act) provides for
Lokpal in the Central (Union) Government and Lokayukta in the State Governments as the
statutory anti-corruption Ombudsman to inquire into allegations of corruption against public
servants and for related matters. Once appointed b