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List of Amendments 2017-2020

The following amendments have been made to the Purchase Policy & Procedures 2017 during 2017 —
2020 with approval of Competent Authority. The same are part of the Purchase Policy & Procedures and

relevant clauses are to be read as per the latest amendments specified below:

S.No | Amended Clause Ref.

Remarks

01 3.0 Purchase Requisition
3.1 (x) Spot Purchase

Cash Purchase to be read as Spot Purchase

02 3.4: Routing of MPRs for Raw Materials

To be routed through respective HODs & PPC.

03 3.8: Return of one duplicate copy of MPR
to Indentors — Deleted

Since MPRs are being initiated Online through
ERP System.

04 3.15: Splitting of Requisitions

Elaborated procedure for Splitting

05 5.1.1 (vi): GeM Procurement

GeM Procurement included

06 5.1.1.1 (v) Open Tender Limit for Civil
Works

As per Approval Dt. 23/09/19

07 5.1.1.3 — Publicity for Open Tenders

Advertising in Newspapers is discontinued

08 5.1.1.4 (ii) Tender Notice Period

Minimum Time Period is revised to 28 Days

09 5.1.2.3 (iii) Threshold for Limited Tenders
for Civil Works

As per Approval Dt. 23/09/19

10 5.1.2.6 — Tender Notice Period

Minimum Time Period is revised to 21 Days

11 5.1.2.8 — Publishing LTE in MIDHANI
website

As per CVC Guidelines

12 5.2.1 (02) — Annual Turnover in case of Civil
works < 50 Lakhs

As per Approval Dt. 23/09/19

13 5.2.2 Standard Eligibility Criteria — For Raw
Materials

Included for all Open tenders of Raw Materials

14 7.3 — Standard Forms of Tender

Modified as per Present Policy & Procedures

15 9.0 Spot Purchase

Cash Purchase to be read as Spot Purchase

16 9.1.3 — Limit of Spot Purchase

Limit increased to Rs. 2,00,000/-

17 10.0 Integrity Pact Threshold Value

Reduced from Rs. 50 Lakhs to Rs. 40 Lakhs

18 13.1 - Signing of Tender Opening
Committee

Chairman Signature is required only on Summary

19 17.0 Technical Scrutiny

Updated Constitution and responsibility of TEC as
per latest Approval from C & MD

20 20 (g) Multiple L1 parties

Procedure to be followed where multiple L1
parties are received in cases where splitting is not
allowed.

21 21 (iii) PNC in cases where single offer is
received

Irrespective of whether Budgetary quote is from
L1 bidder or not, PNC is to be conducted in case
of single response.
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22 21 (v) PNC to be conducted in cases where | In cases where L1 offer is below the estimated
L1 price is below the estimated cost by cost by 30%, PNC to be conducted to arrive at
30% or more. optimum workable price.
23 22.4 Constitution of PNC (Price Negotiation | Standing committee as per Appendix 10 of the
Committee) Policy is applicable
24 23.0 Financial Powers, Composition of PNC | As per latest Appendix 10, no approval is required
for cases listed in Purchase Policy
25 24.2 (ii) — Addition: Civil Works where As per Approval Dt. 23/09/19
Contracts need to be signed and CAR Policy
is required
26 27.1.6 GEM Tenders Payment Terms As per Government Guidelines, payment terms in
GEM portal are standard for all tenders.
27 27.3 Import Payment Terms Interest Loading Formula for acceptable
commercial deviations is included
28 28.0 Earnest Money Deposit Latest EMD Rules are updated
29 29.0 Security Deposit Latest SD Rules are updated
30 29.0 (b) — Addition: SD in case of Civil As per Approval Dt. 23/09/19
Works
31 33.0 FOB Contracts/Orders Provision for accepting CIF offers is included
32 50.0 (v) Framework for implementation of | Incorporated as per Government Guidelines
Make —Il Procedure
33 59.0 CIVIL WORKS - Defect Liability Period | As per Approval Dt. 23/09/19
and Quantity Variation clauses
APPENDIX
Appendix No. Title
1 Capital Procurement cum Appropriation Requisitions
2 Material Purchase Requisitions
3 Proprietary Certificate
4 Invitation to Tender
5 Terms and Conditions of the Tender - General
6 Terms and Conditions for
(a) Indigenous Supplies
(b) Import Supplies
(c) Job Works (Internal)
(d) Job Works (Off — Loading)
7 Other Standard Annexures to Tender

(a) Procedure for Submission (Manual)
(b) E Procurement Terms and Conditions
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10
11
12
13
14
15
16

17
18

19
20
21
22
23
24
25
26
27
28

29
30

Annex No.
l.
.
M.
V.
V.

(c) E Auction terms and Conditions
Tender Opening Form
Comparative Statement
Price Negotiation Committee (PNC)
Purchase Proposal
Purchase order format for Indigenous Items and Job works
Purchase order format for Import ltems
Liquidated damages waiver form
Bank Guarantee for Earnest Money Deposit (EMD)
Form of Bank Guarantee in lieu of Security Deposit and Performance
Bank Guarantee
Bank Guarantee to secure the Initial Advance Payment
Bank Guarantee to secure the payment for General Arrangement
Drawing
Bank Guarantee towards release of last installment of 10% payment
Integrity Pact
Checkpoints for Indents (to be checked by Purchase Department)
Checkpoints for Tender
Indemnity Bond
Checklist for raising MPR/ CPAR
Request For Proposal (RFP)
Outsourcing and Vendor Development Policy
Price Estimation Sheet
Standard Operating Procedure for Loading of Various Cost Components
of Imported/Hybrid offers to arrive at Landed Cost
e-Tender cum Auction Notice
Framework for implementation of Make - I

ANNEXURES

Title

Glossary of Purchase Terms
Legal Aspects of Purchasing
INCOTERMS 2010
Reference Websites
Vigilance Guidelines
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PURCHASE POLICY AND PROCEDURE

INTRODUCTON:

Purchase Policy and Procedures (PPP) duly approved by the Board of Directors of Midhani in
March 2004 was brought into force with effect from 01.04.2004, reviewed and revised
subsequently in 2014, 2017. Revisions to the existing Purchase Policy and Procedure done
between 2017-2020 are incorporated below with a view to avoid the scope for subjectivity and
improving transparency & efficiency in all kinds of procurements by laying out clear guidelines
in tune with the latest DPE, CVC, GOI guidelines besides past experiences in procurement.

1.0 OBJECTIVES AND GOALS

1.1 In order to fulfill its functions, Midhani is required to purchase a vast variety of
Raw materials, Stores (Consumables, Spares, Hand tools, Gauges & Instruments),
Equipments and Sub-Contract different types of services. In all these
transactions, primary objective and goal may be stated as follows.

1.1.1 To ensure requisite quality, quantity and timely delivery of goods and
services at most economical price through a fair and transparent
competitive process.

1.1.2 To identify and develop reliable indigenous sources of supply so as to
minimize dependency on imports and promote self reliance.

1.1.2.1 To verify in advance the financial status and technical competence
of the tenderer and his capacity to execute contract
commensurate with its value and to qualify the tenderer for
participation in tenders.

1.1.2.2 To resort to bulk purchase, having regard to defined inventory
levels wherever it is economical and conclude long term contracts
with a provision of standard break clause for items required in
guantities at frequent intervals.

1.1.2.3 To promote Small Scale Industries (SSI) taking into account the
statutory provisions of Micro, Small and Medium Enterprises
(MSME) Act.
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1.2

1.3

1.4

1.5

1.1.3 Endeavor to effect standardization of raw materials, stores and
equipments.

1.1.4 To conduct these transactions in accordance with sound business
principles and practices in a transparent manner.

1.1.4.1 To ensure that the terms of contract are precise, definite & free
from ambiguity or from scope of misconstruction/misinterpretation.
1.1.4.2 To ensure transparency, competition, fairness and elimination of
arbitrariness.
1.1.5 To develop personnel by training in the latest Techniques of Materials
Management and procurement system.

1.1.6 To develop and establish appropriate information system to monitor and
ensure proper Contract management and timely deliveries.

To implement the instructions related to purchases issued by Central Vigilance
Commission department from time to time making the process of purchase
transparent and accountable in nature.

To encourage small scale and Ancillary Industries, MSMEs in terms of Govt.
guidelines issued from time to time.

To adopt the policy and procedure to facilitate E-Commerce.

Every authority delegated with the financial powers of procuring goods shall
have the responsibility and accountability to bring efficiency, economy,
transparency in matters relating to procurement and for fair and equitable
treatment of suppliers and promotion of competition in procurement.

The procedure to be followed in procurement must conform to the following
yardsticks:-

The specifications in terms of quality, type etc., as also quantity of goods to
be procured, shall be clearly spelt out keeping in view the specific needs. The
specifications so worked out shall meet the basic needs without including
superfluous and non-essential features, which may result in unwarranted
expenditure. Care shall also be taken to avoid purchasing quantities in excess
of requirement to avoid inventory carrying costs;

Offers shall be invited following a fair, transparent and reasonable
procedure;
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iii.  The authority shall be satisfied that the selected offer adequately meets the
requirement in all respects;

iv.  The authority shall satisfy itself that the price of the selected offer is
reasonable and consistent with the quality required;

v. At each stage of procurement the concerned authority must place on record,
in precise terms, the considerations which weighed with it while taking the
procurement decision.

1.6 Any deviation to the procedures mentioned herein, in exceptional cases, shall be
with the approval of Chairman & Managing Director, after recording valid
reasons/justifications.

The same shall be put-up to the Board for ratification in its successive Board
Meeting”

2.0 DEPARTMENTS AUTHORISED TO MAKE DIRECT PURCHASES

2.1 All purchases should be made through the purchase department with the
exception of the following items:

2.1.1 Canteen, Training Hostel / Guest House and Super D Quarter
consumables shall be procured by Personnel and Administration
department following the established purchase procedures.

2.1.2 Services for repair & maintenance of office equipment like copier / fax
machines, inter-communication equipment, repair of furniture, franking
machine, reprographic equipment & Time office systems shall be
arranged by Administration department.

2.1.3 Service for repair and servicing of weigh bridges, weigh scales, room air
conditioners, water coolers, motor vehicles, Fork Lifts shall be arranged
by Repair & Maintenance division.

2.1.4 Emergent requirement of Medicines shall be procured by Medical Officer.
Bulk purchase of medicines, equipment for First Aid / Clinic will be
purchased through Purchase department.

2.1.5 Services for repair & maintenance with respect to all personal computers
including main system covering network will be made by IT Department
through Purchase Department by following established Purchase
procedure..
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2.1.6 However, where the value of these services are likely to exceed Rs.10
Lakhs per annum, the tendering and evaluation of tender process would
be done through the Purchase Department viz., hiring transport, canteen
services, labour contracts etc., in view of the fact that expertise in this
area lies with purchase department.

2.1.7 The interface between the supplier / sub-contractor / off-loading
contractor and MIDHANI will be the Purchase department only.

3.0 PURCHASE REQUISITION

3.1

3.2

3.3

The material is categorized as follows for the purpose of initiating requisitions by
indenting departments for procurement action.

i Capital Equipment

ii. Raw materials
iii. Special / Production Consumables

iv. General Consumables including Medicines & Stationery

V. Hand tools, Gauges and Instruments

vi. Proprietary spares / Specific Spares

vii. General Spares

viii.  Sub-Contracting/ Off-loading/ Assistance in various operations

iX. Repairs, Services & Miscellaneous materials, i.e., materials other than
those covered in the above categories.

X. (a) Spot Purchase (Approved in 248" Board)

(b) Emergency Purchase

Purchase department will initiate purchase action against purchase requisitions
received in the pro-forma prescribed at Appendix-1 for Capital items (CPAR —
Capital Procurement cum Appropriation Requisition) and Appendix-2 for
Revenue items (MPR — Material Purchase Requisition). Before initiating the
Purchase action MPRs/ CPARs should be scrutinized to ensure that it is complete
in all respects and necessary specifications and drawings are provided. Further,
MPRs received from various departments / shops for similar items should be
clubbed for procurement to enable company to get competitive rates. The
Indentor has to provide the last Purchase Order details and the basis of
estimated value if any.

Purchase department will ensure that no commitment is made on a MPR / CPAR
unless approved by Competent Authority in accordance with Delegation of
Powers.

Purchase Policy & Procedure - 2020 Page 11



3.4

3.5

3.6

3.7

3.8

3.9

All MPRs for procurement of Consumables, Spares, Hand tools, Gauges &
Instruments shall be routed through Stores department/shall be endorsed with
Stock Availability.

All MPRs for procurement of Consumables, Spares, Hand tools, Gauges &
Instruments shall be routed through Stores department/shall be endorsed with
Stock Availability.

All MPRs for procurement of Raw materials shall be routed through
Stores/endorsed with Stock Availability and should be duly endorsed by the
respective HODs and shall be cleared by the PPC department before forwarding
to Finance / Purchase. (Approved in 248" Board).

All Off-loading MPRs shall be routed through PPC only.
All MPR’s indicating the total quantity available in Main Stores, Sub Stores, Shop

floor & pipe- line quantities shall be forwarded by Indentor at the time of
approval.

All CPARs shall be routed through Finance department to ensure Budget provision.

Where materials are desired to be procured on a proprietary basis from a single
source, the purchase requisition shall be accompanied by a Proprietary Article
Certificate, as per Proforma given in Appendix-3.

All MPRs shall be routed through Finance department for vetting of Estimate,
which shall be as per Appendix 27 of the policy.

The MPRs/ CPARs shall be prepared by the Indenting department and approved
by the competent authority in accordance with the Delegation of Powers. The
MPRs/ CPARs shall be prepared completely filled in all respects (Revised
considering Online MPR in ERP System).

The value of the CPAR/ MPR for purpose of sanction as per Delegation of Powers
will be the Landed Cost Net of Set off (LCNS) duly updated with actual taxes, duties
& transportation etc.

Where it is proposed to split on item-wise L1 basis, the estimate also shall be
prepared itemwise.

In case, the actual value of procurement for MPRs (LCNS Value) exceeds the
estimated value, same will be dealt as per Delegation of Powers.

For CPARs, in case the actual value of procurement exceeds the estimated value
then budget re-appropriation with financial concurrence is required.
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3.10

3.11

3.12

3.13

3.14

3.15

Wherever applicable, a quantity tolerance of maximum up to +/- 10% shall be
incorporated in Purchase Orders after consultation with the Indenting
Department.

Checklist to be enclosed (Appendix - 24) with MPR/ CPAR by Indenting
Department:
i) Last Purchase Order details i.e., P.O. No, P.O. date & Supplier name.
ii) Stock position for MPR with respect to:
a) Central Stores
b) Sub Stores
c) Shop floor
d) Pipe — line quantities (including both pending Purchase Order
details and pending Indents in process).
iii) Justification for Procurement.
iv) Specification (if any).
V) Drawings (if any).
vi) Delivery Schedule/ Lead time.
vii) Proprietary Article Certificate (if any).
viii)  Acceptance Criteria.

ix) Pre-Dispatch Inspection clause (if any).
X) Warranty/ Guarantee clauses (if any).
Xi) Sources with addresses and contact details.

Xii) Name of the last supplier in list of sources (if not, with justification)

xiii)  Nature of Indent: Express / Normal (*)

xiv)  Basis of Estimation of the estimated value as per Appendix - 27
(Estimation Format).

* Preference will be given to Express Indents during Procurement process.

On receipt of MPR/ CPAR, Purchase Department shall check the same as per
Checkpoints incorporated at Appendix — 21.

Any change/ modification to approved MPR/ CPAR shall be with the approval of
same authority that approved the MPR/ CPAR originally.

Splitting of requisitions to bring them within the powers of lower authority shall
not be resorted to.

If splitting of the proposed quantity is required due to criticality or production
urgency, the same shall be incorporated in requisition stage itself and shall be
clearly indicated in the tender document as per below Guidelines (applicable to
all procurements) — Approved in 248" Board:

(a) In case the order is to be placed on more than one tenderer as specified in
the Indent / Tender Document and the L-I price is within the approved limits
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of estimate, then all the technically & commercially qualified tenderers will
be asked to match their prices with L-I rate for distribution of the items /
jobs to be ordered. Only the tenderers, who agree to match their prices with
L-l rate, will be considered for the distribution of order.

(b) For splitting the order quantity / scope of work among more than one
tenderer, the basis will be their original rankings as per the comparative
statement. The allocation will be as informed by the Indenter in the MPR or
otherwise in the descending order with L-1 getting the highest share. The
distribution pattern for splitting the order into 2 / 3 / 4 parties will be
broadly as indicated below:-

(c) In case of distribution for Ratio for Original Ranking L-1 L-2 L-3 L-4 L-5 L-6 L-7
L-8

Two parties 70:30

Three parties 60:25:15

Four parties 50:25:15:10

Five parties 40:25:15:10:10

Six parties 35:20:15:10:10:10

Seven parties 30:20:10:10:10:10:10
Eight parties 25:15:10:10:10:10:10:10

(d) In case more than one party has the same rank, then their share will be
added and equally distributed. For example, if distribution is to be made
among six parties and two parties have the same ranking of L-2 i.e. the
original rankings are L-1, L-2, L-2, L-3, L-4, L-5, then from the above table, the
distribution shall be

L-135%
L-217.5% }i.e.20+15=17.5%
L-217.5% }i.e.20+15=17.5%
L-3 10%
L-4 10%
L-5 10%

(e) However, in case of tie among the same ranking parties i.e. in a situation
where ranking is L-l, L-l, L-2, L-3, L-3, L-3, L-4, and only four parties are to be
considered for placement of order, the distribution shall be
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L-137.5%
L-137.5%
L-2 15%
L-3 10%

and only one party among the three L-3 parties to be selected through draw
of lot in the presence of their representatives.

4.0 APPROVAL OF SUPPLIERS, REGISTRATION, EVALUATION AND ASSESSMENMT OF VENDORS
Procedure for approval of vendors and their evaluation is available at Appendix 26.

Vendors registered in other Defence PSUs will be considered as Deemed Registered. This
Deemed Registration will enable the vendors to participate in all future tenders of MIDHANI for
similar category of goods/services subject to fulfillment of other eligibility criteria indicated in
the Tenders. However, prior to placing of order, in case the vendor is selected after following
the due process/procedure, all the formalities relating to completion of Regularization Process
as per the extant procedure of this will have to be completed.

4.1 VENDOR DEVELOPMENT

Continuous efforts shall be made for developing alternate potential sources. The objective is to
have a minimum of two sources to be developed successfully to reduce our dependence on a
single source with connected risks, besides to get the items at competitive prices. Outsourcing
and Vendor Development Policy including Procedure for approval of vendors and their
evaluation is at Appendix 26

Purchase Department shall,

i. Organize Vendor Meets to invite new vendors to register.
ii. Advertise products for which vendors are required, in News paper & hosting details
in website.

In case of development of new vendors through Development orders, clause no. 24.4 to be
referred.

4.2 REMOVAL FROM THE LIST OF THE APPROVED FIRMS

Removal from the List: Whenever a firm is found lacking in performance in terms of response,
delivery compliance, capacity, quality standards, ethics or any other valid reason, the firm may
be removed from the list after giving notice of proposed removal to the firm. Besides, there
may be registered firms which may have ceased to exist or may have been acquired by or
merged with another firm, may have switched over to other sectors of business operation or
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indulged in unethical business practices and influence peddling. Such firms should be removed
from the list of approved vendors after giving them notice of the proposed removal.

The registration of the firm will be cancelled with the note routed through VRC and with the
approval of C & MD on case to case basis by giving prior notice. A registered firm is liable to be
temporarily/ permanently removed from the list of approved contractors.

Note: In case of temporary removal, the firm has to go for fresh registration.

Effect of Removal from the List: Whenever a firm is removed from the list of approved vendors,
its registration stands cancelled. Such removal must be communicated to all other registering
and procuring agencies so that no further business relations are maintained with such firms.

4.3 BAN ON DEALINGS WITH A FIRM

Ban on dealings: When the misconduct of a firm or its continued poor performance justifies
imposition of ban on business relations with the firm, this action should be taken by the
appropriate authority after due consideration of all factors and circumstances of the case and
after giving due notice.

Business dealings with a firm, whether it is registered or not registered, may be ordered to be
banned with the note routed through VRC and with the approval of C & MD on case to case
basis.

5.0 MODES OF TENDER

5.1 The recommended modes of tendering for placement of orders are as under:
(i) Open Tender Enquiry (OTE) & Global Tender Enquiry (GTE)
(ii) Limited Tender Enquiry (LTE)
(iii) Single Tender Enquiry (STE)
(iv) Proprietary Tender Enquiry (PTE)

5.1.1 Open/Global Tender Enquiry
a. Open Tender Enquiry (OTE):

5.1.1.1 Open tender enquiries are to be considered under the following
circumstances:
i)  When reliable manufacturers/ suppliers/ traders/ contractors as well
as latest Technologies are not clearly known.

ii)  When it is felt that advertising may elicit better response.

iii)  When the estimated value of Raw material, Stores and Sub-Contract/
Off-loading exceeds Rs. 25 Lakhs and registered suppliers are not
available or where it is decided by Competent Authority to broad
base vendors.
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5.1.1.2

5.1.1.3

iv)]  When the estimated value of the Equipments and other items
Included in the Capital budget exceeds Rs. 25 Lakhs and registered
suppliers are not available or where it is decided by Competent
Authority to broad base vendors.

v) For Civil Works more than Rs. 10 Lakhs, Open Tender may be
resorted to (As per Approval Dt. 23/09/2019)

vi) The Open Tendering system should be the preferred mode for
procurement of common use items of generic or commercial
specifications which are readily available off-the-shelf in the market
from a wide range of sources/ vendors.

vii) For all common items available over Government e-Mark