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Annexure-1
Rate Contract

1. Rate Contract (commonly known as RC) is an agreement between the
purchaser and the supplier for supply of specified goods (and allied services,
if any) at specified price and terms and conditions (as incorporated in the
agreement) during the period covered by the Rate Contract. No quantity is
mentioned nor any minimum drawl is guaranteed in the Rate Contract. The
Rate Contract is in the nature of a standing offer from the supplier firm. The
firm and/or the purchaser is entitled to withdraw/cancel the Rate Contract by
serving an appropriate notice on each other. However, once a supply order is
placed on the supplier for supply of a definite quantity in terms of the rate
contract during its validity period that supply order becomes a valid and
binding contract.

7 The State Purchase Organisation (SPO) shall conclude Rate Contracts with
the registered suppliers, for goods of standard types, which are identified as
common user items and are needed on recurring basis by various
Government departments. The SPO will furnish and update all the relevant
details of the Rate Contracts on its website. The departments should operate
those Rate Contracts to the maximum extent possible. In case a department
directly procures tate contracted goods from the suppliers, the prices to be
paid for such goods shall not exceed those stipulated in the Rate Contract
and the other salient terms and conditions of the purchase should be in line
with those specified in the Rate Contract. The department may make its own
arrangement for inspection and testing of such goods, where  required.
The SPO should post the descriptions, specifications, prices and other salient
details of all the rate contracted goods, appropriately updated, on its web site
for use by the procuring departments.

1. Goods for which Rate Contracts are to be concluded by State Purchase
Organisation.

(1) Commonly used goods needed on recurring basis by various departments.

(2) Goods for which prices are likely to be stable or where Rate Contracts
could be finalized with provision of price variations to account for
fluctuation of market rates of raw materials ete.

(3) Goods for which Rate Contract is convenient to operale and annual drawals
are economical.

Note: (1) In case of goods of low value and which are required by the users in very
small quantities, Rate Contracts may not be concluded.
Note: (2) Rate Contract may not be concluded for the scarce / critical/ perpetually

short supply goods.
1
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Bringing more and more common user items on the Rate Contract

4. The State Purchase Organisation(SPQ) shall bring more and more common
user items on Rate Contracts. For this purpose, regular interactions
should be held by SPO with the trade and the user departments. There
shall be a Standing Review Committee (SRC),coordinated by the SPO
consisting of representatives of major indenting departments, trade
organizations, prospective suppliers, etc., to consider bringing new items
on Rate Contracts,

Rate Contracts on the basis of discounts on Net Dealer Price

5. State Purchase organisation will conclude  Rate Contracts  for
Automobiles, Machine Tools, Information Technology Products, OEM
and Ancillary Spares and other such products where the design feature,
performance, parameters, ete. of such products/goods differ significantly
among the products of different manufacturers and even between different
models of the same manufacturer and where equitable comparison of
prices of such products is not feasible. Such Rate Contracts are to be
coneluded on discount on Net Dealer Price (NDFP) basis.

Period of Rate Contract

6. The period of a Rate Contract should normally be one year for stable
technology products, However, in special cases, shorter or longer period
may be considered. As far as possible, termination period of Rate
Contracts should be fixed in such a way as to ensure that budgetary levies
would not affect the price and thereby frustrate the contracts. SPO should
also ensure that the Rate Contract remain available without any break.

Criteria for Award of Rate Contract

7. Rate Contracts shall be awarded to the firms who are registered for the
poods in question and fulfill the laid down eligibility and
qualification criteria including availability of BIS mark, service centers
across the State etc. Suitable stipulations are to be incorporated in the
tender enguiry documents to this effect. In respect of new items being
brought on Rate Contract for the first time where there is no
registered supplier (for the subject items), the requirement of
registration can be relaxed with the approval of competent authority. The
award of such Rate Contracts will, however, be subject to the suppliers’
satisfactory technical and financial capability.

8. Some of the tenderers (who are otherwise registered for the subject goods)
may also be holding current Rate Contracts and/or held past Rate Contracts
for the required goods. Their performance against such earlier/current
Rate Contracts shall  be critically reviewed before they are
considered for award of new Rate Contracts. Specific performance

2



and achievement criteria as on a selected cut-off date is to be evolved
for this purpose and incorporated in the tender enquiry document.
The tenderers will be asked to furnish the relevant defails (along with
their tenders) to enable the purchaser to judge their performance and
achievement against the past/current Rate Contracts. These criteria are
o be evolved and decided by the purchase department during
procurement planning stage for incorporation in the carresponding tender
enguiry documents.
Special Conditions applicable for Rate Contracts

9 Some conditions of Rate Contract differ from the usual conditions
applicable for ad hoe contracts. Some such important special conditions of
Rate Contract are given below:

(1) In the Schedule of Requirement, no quantity is mentioned; only the
anticipated drawal may be mentioned without any commitment.

(2) The Store Purchase Organisation reserves the right to conclude more
than one Rate Contract for the same item.

(3) The Store Purchase Organisation as well as the supplier may withdraw
the Rate Contract by serving suitable notice to each other. The
prescribed notice period is generally 30 (thirty) days.

{4) The Store Purchase Organisation has the option to renegotiate the price
with the rate contract holders.

(5) In case of emergency, the Purchase department may purchase the same
item through ad hoc contract with a new supplier.

(6) Usually, the terms of delivery in Rate Contracts are FOR destination
anywhere in Uttar Pradesh. This is so, because the Rate Contracts
concluded by Stores Purchase Organisation are to take care of the users
spread all over the state.

(7) Supply orders, incorporating definite quantity of goods to be supplied
along with all other required conditions following the Rate Contract
terms, are to be issued for obtaining supplies through the rate contracl.

(§) The purchaser and the authorized users of the Rate Contract are entitled
to place supply orders upto the last day of the validity of the Rate
Contract and, though supplies against such supply orders will be effected
beyond the validity period of the Rate Contract, all such supplies will be
guided by the terms and conditions of the Rate Contract.

(9) The rate contract will be guided by 'Fall Clause'.

Parallel Rate Contracts

10.In case it is observed that a single supplier does not have enough capacity to

cater to the entire demand of an item, the Rate Contract issuing authority

3
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may enter into more than one Rate Contracts with different suppliers for the

came itemn. Such Rate Contracts are known as Parallel Rate Contracts.
Conclusion of Rate Contracts including Parallel Rate Contracis

1 1. Techniques for conclusion of Rate Contract are basically identical to that of
ad hoc contract (quantity contract). Identical tender documents may be
atilized for conelusion of Rate Contracts subject to inclusion therein the
special terms and conditions as applicable for Rate Contracts. In the normal
course, the Rate Contract is to be awarded to the lowest responsive tenderer
(L1). However, depending on the anticipated demand of the item, location of
the users, capacity of the responsive bidders, reasonableness of the prices
quoted by the responsive bidders, etc. it may become necessary to award
parallel Rate Contracts also. For this purpose, a reasonable price band above
the L1’s price is to be decided and parallel Rate Contracts awarded to the
responsive tenderers falling within that price band. Efforts should be made
to conclude parallel Rate Contracts with suppliers located in different parts
of the State. For the sake of transparency and to avoid any criticism, all such
Rate Contracts are to be issued simultaneously.
Price Negotiation/Counter-Offer
12.Price Negotiation with the tenderers should be severely discouraged.

However, in case the price quoted by the lowest responsive tenderer (L1)is

not reasonable and acceptable, the price may be negotiated with L1 only

and, if it reduces the price to the desired level, Rate Contract may be
concluded with L1.

13.There may be a situation, where parallel Rate Contracts are needed, but
though the price of L1 is reasonable, the number of responsive tenderers
falling within the reasonable price band is inadequate. To take care of such
situation, the SPO may resort to negotiation and counter offering as
indicated below:

To ztart with, the Rate Contract may be awarded to L1 tenderer. Then the
price of L1 is to be counter offered to the higher quoting responsive tenderers
under intimation to L1 asking them to send their revised tenders in sealed covers Lo
be opened in public at a specified place, date and time (as per the standard
procedure). L1 may be specifically informed that it may, if it so desires, reduce 1ts
price and send its revised tender accordingly as above. The tenderers who accepts
the counter offer rate or rate lower than that are to be awarded parallel Rate
Contracts. 1f L1 lowers its rate in its revised offer, same may also be accepted with
effect from that date and its Rate Contract amended accordingly.

14 There may also be a situation where parallel Rate Contracts are necessary,
but even the price of the lowest responsive tenderer (L1) is not reasonable.

In that case, price negotiation may be conducted with L1 in the first instance.

4

ol



If L1 agrees to bring down the price to the desired level, Rate Contract may
he concluded with it and that price counter offered to other responsive
tenderers under intimation to L1 for further action in identical manner as
indicated in the above paragraph. If, however, L1 does not agree to reduce
its price in the first instance itself, then the price, which has been decided as
reasonable may be counter offered to all the responsive tenderers (including
L1) for further action on above lines.

Cartel Formation / Pool Rates
15.Sometimes a group of tenderers quote identical rates against a Rate Contract

tender. Such Pool/Cartel formation is against the basic principle of
competitive bidding and defeats the very purpose of open and competitive
tendering system. Such practices should be severely discouraged with strong
measures. Suitable administrative actions like rejecting the offers, reporting
the matter to Registrar of Companies, Competition Commission of India,
NSIC ete. should be initiated against such firms, on case to case basis, as
decided by the competent authority. Departments may also bring such
unhealthy practices to the notice of the concerned trade associations like
FICCI, ASOCHAM, NSIC, ete. requesting them, inter alia, to take suitable
strong actions against such firms. Departments may also encourage new
firms/companies to get themselves registered for the subject goods to break
the monopolistic attitude of the firms/companies forming cartel.

Fall Clause

16.Fall clause is a price safety mechanism in Rate Contracts. The fall clause
provides that if the Rate Contract holder reduces its price or sells or
even offers to sell the rate contracted goods following conditions of sale
similar to those of the Rate Contract, at a price lower than the Rate
Contract price, to any person or organization during the currency of the
Rate Contract, the Rate Contract price will be automatically reduced
with effect from that date for all the subsequent supplies under the Rate
Contract and the Rate Contract amended accordingly. Other parallel Rate
Contract holders, if any, are also to be given opportunity to reduce
their price as well, by notifying the reduced price to them and giving
them 15 (fifteen) days time to intimate their revised prices, if they so
desire, in sealed cover to be opened in public on the specified date and
time and further action taken as per standard practice. On many
occasions, the parallel Rate Contract holders attempt to grab more orders
by unethical means by announcing reduction of their price (after getting
the Rate Contract) under the guise of Fall Clause. This situation is also to
be dealt with in similar manner as mentioned in the preceding paragraph.
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{71t is however, very much necessary that the purchase departments
keep special watch on the performance of such Rate Contract holders
who reduce their prices on one pretext or other. If their performances
are not up to the mark, appropriate action should be taken apgamnst
them including deregistering  them, suspending business deals with
them, etc.

Performance Security for Rate Contract

18.Depending on the anticipated overall drawal against a rate contract
and, also, anticipated number of parallel Rate Contracts to be issued for an
item, the department shall consider obtaining performance security of
ceasonable amount from the Rate Contract holders. A suitable clause to
this effect is to be incorporated in the tender enquiry documents.
Performance Security shall, however, not be demanded in the supply
orders issued against Rate Contracts.

Placement of Supply Orders for Rate Contract

19.Supplies are to be obtained against a Rate Contract by placing supply
arder on the rate contracted firm containing the quantity of the goods to
be supplied and incorporating the prices and other relevant terms and
conditions of the Rate Contract. The officials placing such supply orders
should be duly competent and authorized to do so. Copies of supply order
are to be endorsed to all concemed. A supply order should generally
contain the following important details:

(1) Rate Contract No. and date.

(2)Quantity (where there is more than one consignee, the quantity to
be dispatched to each consignee is to be indicated).

(3) Price.

(4) Date of Delivery by which supplies are required.

(In the supply order, a definite delivery date based on the delivery
period stipulated in the Rate Contract is to be provided).

(5)Full address of the purchase department along with Telephone. No., Fax
MNo. and e- mail address.

(6)Complete and correct designation and full postal address of the
consignee(s)goods receiving officer(s) along with Telephone No(s), Fax
No(s) and e-mail addresses.

(7) Nearest Railway Siding (NRS) of the consignee(s).

(8) Dispatch instructions

(%) Designation and address of the inspecting officer.



i

(10) Designation and address of the paying authority to whom the bills are
to be raised by the supplier

Renewal of Rate Contracts

30,1t should be ensured that new Rate Contracts are made operative right after
the expiry of the existing Rate Contracts without any gap for all rate
contracted items. In case, however, it is not possible to conclude new
Rate Contracts due to some special reasons, timely steps are to be taken
to extend the existing Rate Contracts with same terms, conditions etc,
for a suitable period, with the consent of the Rate Contracts holders.
Rate Contracts of the firms/companies, who do not agree to such extension
are to he left out. Period of such extension should generally not be more
than 3 (three) months. Also, while extending the existing Rate Contracts,
it shall be ensured that the price trend is not lower.

Revocation / Cancellation of Rate Contracts

71.The Rate Contract{RC) being a standing offer can be revoked by the
contractor as well as short-closed by the purchaser at any time during the
currency of the rate contract through prescribed notice. Since, the RC is a
standing offer and is merely a document embodying various terms of the
standing offier made by the contractor for acceptance by the purchaser, either
party namely; the contractor/State Purchase Organisation can legally
revokefcancel the rate contract at any time during the currency of the rate
contract giving a notice of 30 (thirty) days. The revocation of the rate
contract on the part of the contractor shall take effect 45 (forty five) days
from the date of communication of revocation is received by the purchaser.
The cancellation of the RC by the purchaser shall take effect 45 (forty five)
days from the date of issue of letter notifying short-closure, The contractor
chall not accept any supply otders after cancellation of the rate contract.
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