Manual for Procurement of Goods
Para 1.6
1.6 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) or Life Cycle
Cost (LCC) or Whole-of-Life (WOL) to take into account not only the initial acquisition cost but also
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). VM means the effective, efficient, and economic 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 minimize
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 bidding system. These advanced concepts are
explained in Appendix 1.

Para 2.2.1 (vi) and Para 2.2.1 (ix)
Formulation of Technical specifications (TS)

Para 2.2.1 vi) Comply with sustainability criteria and legal requirements of environment or pollution
control and other mandatory and statutory regulations, or internal guidelines, if any, applicable to
the goods to be purchased;

Para 2.2.1ix) Should have emphasis on factors such as efficiency, optimum fuel/power
consumption, use of environmental-friendly materials, reduced noise and emission levels, low
maintenance cost, and so on. Government of India has set up the Bureau of Energy Efficiency (BEE)
(http://www.bee-india.nic.in) on March 1, 2002 under the provisions of the Energy Conservation Act,
2001, with the primary objective of reducing the energy intensity of the Indian economy. The Bureau
initiated the Standards & Labelling Programme for equipment and appliances in 2006to provide the
consumer an informed choice about the energy saving and thereby the cost saving potential of the
relevant marketed product. The scheme is invoked for 21 equipment/appliances, i.e. Room Air
Conditioners, RAC(Cassette, Floor Standing Tower, Ceiling, Corner AC), Tubular Fluorescent Tube
Lights, Frost Free Refrigerators, Distribution Transformers, Direct Cool Refrigerator, Electric storage
type geyser, Color TVs, Induction Motors, Ceiling fans, Agricultural pump sets, LPG stoves, Washing
machine, Laptops, Ballast, Office automation products, Solid State Inverter, Diesel Engine Driven
Monoset Pumps for Agricultural Purposes, Diesel Generator, Inverter AC and LED Lamps. Of which
the first 8 products have been notified under mandatory labelling since 7t January, 2010. The other
appliances are presently under voluntary labelling phase. The energy efficiency labelling programs
under BEE are intended to reduce the energy consumption of appliance without diminishing the
services it provides to consumers. More the stars higher the efficient is the appliance. The threshold
ratings prescribed by the Ministry of Finance are:



Appliance Threshold Star Rating

Split Air conditioners 5 Star (under normal conditions where annual
usages are expected to be more than 1000 Hrs)
3 Star (where usage of AC is limited e.g. in
conference rooms)

Frost Free Refrigerators 4 Star
Ceiling Fans 5 Star
Water Heaters 5 Star

We should try to build either the BEE Star rating where applicable and minimum energy efficiency
where such star ratings are not yet available, into the TS (in accordance with Rule 173 (xvii) of GFR
2017). Such benchmarking illustrates use of neutral and dependable benchmarking in procurement of
sustainable environmentally favourable goods by way of appropriately formulated Technical
Specifications. In a similar fashion, other Type Il Ecolabels as per ISO 14020 or voluntary
Environmental Standard can be used for specifying environmental sustainability criteria.

Para 2.2.2. (ii)
Essential Technical particulars

All essential technical, qualitative, functional, environmental and performance characteristics and
requirements (such as material composition, physical, dimensions and tolerances, workmanship and
manufacturing process wherever applicable; test schedule; if any), including guaranteed or
acceptable maximum or minimum values, as appropriate. Whenever necessary, the user may include
an additional format for guaranteed technical parameters (as an attachment to the bid submission
sheet), where the bidder shall provide detailed information on such technical performance
characteristics in reference to the corresponding acceptable or guaranteed values;

Para 2.2.2.(iv)

Requirement of the BIS mark(Ecomark), where applicable, mentioning all parameters where such a
specification provides options;

Para 5.1.1. (iii)
5.1 Preparation of Bid Documents

The criteria for eligibility and qualification to be met by the bidder (the eligibility criteria should take
care of the supplier’s eligibility to receive such a Government contract. The qualification criteria
should take care of the supplier’s past performance, experience, technical competence and
production capacity of the subject goods, financial strength to handle the contract successfully,
compliance with environmental protection regulations/ Environment Management System and so
on);



Para 7.1.1
7.1 Tender Evaluation

7.1.1 The evaluation of tenders is one of the most significant areas of purchase management and the
process must be transparent. All tenders are to be evaluated strictly on the basis of the terms and
conditions incorporated in the tender document and those stipulated by the tenderers in their
tenders. The Contracting Authority may include quality, price, technical merit, aesthetic and
functional characteristics, environmental characteristics, running costs, cost- effectiveness, after-sales
service and technical assistance, delivery date and delivery period or period of completion etc. No
criteria shall be used for evaluation of tenders that cannot be verified. No hearsay information or
hitherto undeclared condition should be brought in while evaluating the tenders. Care should be
taken that preferences provided to any category of bidders on certain specified grounds should not
result in single vendor selection. Similarly, no tender enquiry condition (especially the
significant/essential ones) should be overlooked/ relaxed while evaluating the tenders. The aim
should be ensure that no tenderer gets undue advantage at the cost of other tenderers and/or at the
cost of Procuring Entity. Information relating to evaluation of tenders and the Tender Committee’s
(TC’s) deliberations should be confidential and not be shared with persons not officially connected
with the process. TC should normally comprise of three members including Financial Adviser or his
representative and a representative of the user as per SoPP in order to carry out evaluation of the
tenders. TC should not be very large as it may slow down the evaluation process. However, suitable
domain/ technical experts may be included in the committee to render assistance in evaluation of
the bids. There is no need to constitute any other committee for technical evaluation, preliminary
evaluation, etc. The representative of the user Department will work as a convenor of the TC. As per
Rule 173 (xxii) of GFR 2017 no member of the tender committee should be reporting directly to any
other member of such committee in case estimated value of the procurement exceeds Rs. 25 lakh.
Though the GFR stipulates this provision only when the estimated value of procurement exceeds Rs
25 lakh, it is desirable that the same provision should be followed in the constitution of all purchase
committees irrespective of the value of procurement. The process of tender evaluation proceeds is
described in the subsequent paras.

Para 7.4.3 (iii)
Evaluation of Financial Bids and Ranking of Tenders In general

Unless announced beforehand explicitly in the tender documents, the quoted price should not be
loaded on the basis of deviations in the commercial conditions. If it is decided to incorporate such
clauses, these should be unambiguous and clear — and thereafter there should be no relaxation
during evaluation. Moreover, sometimes, while purchasing sophisticated and costly equipment,
machinery, and so on, the procuring entity also gives special importance to factors such as high
quality performance, environmental-friendly features, low running cost, low maintenance cost, and
so on. To take care of this, relevant details are to be incorporated in the bid document and the
criteria adopted to assess the benefit of such features while evaluating the offers are also to be
clearly stipulated in the tender enquiry document so that the tenderers are aware of it and quote
accordingly. While evaluating such offers, these aspects are also to be taken into account. Such
details, whenever considered necessary, should be evolved by the competent technical authority for
incorporation in the tender document, so that there is no ambiguity and/or vagueness in them.



Para 10.4 (vii)
Modes of Disposal

Sale of hazardous waste items would be governed by the following procedures in addition to
guidelines/notifications issued by the Central Pollution Control Board (CPCB)/Ministry of
Environment and Forests (MoEF) from time to time:

a) Sale of old batteries/lead acid batteries will be governed by the Batteries (Management &
Handling) Rules, 2001 or as amended from time to time;

b) Sale of other categories of hazardous waste items will be governed by the Hazardous and Other
Wastes (Management and Transboundary Movement) Rules, 2016or as amended from time to time;

c) Sale of e-waste shall be governed by E-Waste (Management) Rules, 20160r as amended from time
to time;

d) Bidders must submit a notarized copy of the valid registration certificates issued by the State (or
Union Territory) Pollution Control Board (SPCB) and produce it at the time of taking delivery of the
materials, failing which their bid will be liable for rejection. In case of lead acid batteries, used/waste
oils and nonferrous metal wastes, in addition to submitting necessary valid registration 174 from the
SPCB, the bidder must also submit a notarized copy of the valid registration certificate from CPCB (or
MoEF); and

e) In case of a sale involving inter-state movement of goods, the buyer shall also submit an NOC from
the concerned SPCB, with whom the buyer is registered, to the seller before taking delivery, failing
which the buyer will be responsible for the consequences and the seller shall take further decision as
may be deemed fit.

Appendix 1, 3.0 (iv)
Value for Money

Environmental sustainability (such as energy efficiency and environmental impact);

Rule 144 of GFR 2017: Fundamental principles of public buying:
iii) Broader Obligations Principle

d) Facilitating administrative goals of other Departments of Government (for example, ensuring tax
or environmental compliance by participants, Energy Conservation, accessibility for People With
Disabilities etc. to the extent specifically included in the ‘Procurement Guidelines’).

Rule 173 (xvii) of GFR 2017

Procurement of Energy Efficient Electrical Appliances: Ministries/ Departments while procuring
electrical appliances notified by Department of Expenditure shall ensure that they carry the notified
threshold or higher Star Rating of Bureau of Energy Efficiency (BEE).



