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OFFICE MEMORANDUM

Subject: Additional Performance Security in case of Abnormalty Low Bids
(ALBs).

The Government is in receipt of many representations that on account of
slowdown in economy due to the pandemic, there is acute financial crunch among
many commercial entities and contractors, which in turn is affecting timely execution
of the contracts. lt has also been represented that this may affect the ability of
contractors to bid in tenders and hence reduce competition. Requests are being
received for reduction in quantum of Security Deposits in the Government contracts.

2. ln this context, it is noted that Additional Performance Security in case of
Abnormally Low Bids (ALBs) is being taken from the contractors by various
Ministries/ Departments though there is no provision for the same in General
Financial Rules (GFRs) 2017 or the Manuals for Procurement issued by this
Department.

3 As per para 7.5.7 of the Manual for Procurement of Goods 2017 issued by
this Department, an Abnormally Low Bid is one in which the bid price, in combination
with other elements of the Bid, appears so low that rT raises material concerns as fo
the capability of the bidder to pefform the contract at the offered price. Procuring
Entity may in such cases seek written clarifications from the bidder, inctuding
detailed price analyses of its bid price in relation to scope, schedule, allocation of
risks and responsibilities, and any other requirements of the bids document. lf, after
evaluating the price analyses, Procuring Entity determines that the bidder has
substantially failed to demonstrate its capability to detiver the contract at the offered
price, the Procuring Entity may reject the bid/ proposal. However, it would not be
advisable to fix a normative percentage below the estimated cost, which woutd be
automatically be considered as an abnormally low bid. Due care should be taken
while formulating the specifications at the time of preparation of bid documenf so as
to have a safeguard against the submission of abnormally tow bid from the bidder.

4. ln view of above, it is reiterated that no provisions shoutd be kept in the
Bid Documents regarding Additiona! Security DeposiU Bank Guarantee (BG) in
case of Abnormally Low Bids.

5. Wherever, there are compelling circumstances to ask for Additional Security
DeposiU Bank Guarantee (BG) in case of ALBs, the same should be taken only with


