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CIRCULAR NO. 383 3 .

subject: Call of Tenders on Ttem Rate Basis ..

- * ¥

Tenders for residential, non-residential
and development works are being invited by different
Zonusg/Divisions of DDA on percentage rate basis,
inspite of a number of circulars having been i1ssued
by this office, enjoining upon the officers to follow
the guidelines mentioned in the CEWD Manual Voluma-TI
for call of tenders on appropriate form. The C.T.E.
has been taking a serious, view of the fact that DDa
has not been inviting tenders on Item Rate basis
inspite of repeated cbéervations made by the CTE's
Drganisation in this regard.
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e Acccrdlng to CPWD Mamal Veolume-II, which

is followed by DDA for execution of it's works,

tender form ' PWD-7 (Percentéga Rate Tender) is normally
to be used for works costing B 1 lac. and below at
stations where CPWD has it's own Schedule, of Rates.
Thi: form is 2lio ellewed ta ke vsed for Fapetitive
type of works relating to standard approved aesign of
residential gquarters in Delhi area. In other cases,
CPWD Manual Volume--II provides for calling of tenders

on Item Rate basis, i.e. on form PWD-8.

3. In percentage rate tenders; the contractor
is re~uired to ~uote an overall percentage over the
estimated rates for various items, +hile in an
item rate terder the contractor is reruired to cuote
_ separate individual rates for the different items.

Tt is, therefore, possible in item rate tenders,
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to cémpare the estimated rates, the prevailing
market rates and the contractor's quoted rates. for °
different items of work for a better appreciation of
the tender. In percentage rate tenders, a comparison
of only the total cost is available and it is.nct
possible to relate the rates of individual items

to the prevailing market rates of those :items,
making it difficult to identify the items for which
the contractor has cuotéd very high/low rates.
Obviously, the procedure isgore scientific in item
rate tenders. The element of uncertainty and guess,
whicli is inhefent in the percentage rate tenders, 1s
altogether absent in the case of the item rate
tenders. It is for this reason that the call of
tenders on item rate basis is.recommended for all
major works in the CPWD Manual Volume-II.

4. To the recpeated observations of the CTE's
Drganisaﬁion on this aspect, the standard reply sent
by DDA in almost all cases has been that the CPWD
Manual allows for use of.percentage rate tenders
for repetitive type of works and the calling of
tenders on this basis by DDA is in order, because
tyope desigis are Sclilowed in DDA Zor residen®icl

buildings.

5. The CTE's Organisation has, however,
pointed out that this preﬁision is for works where
the quantities of various items get standardised
and noc deviations are expected. In the case of DDA,
a number of instances have been guoted by the CTE
where there have been large variations in the
gquantities of items actually executed,:  as compared
to the cuantities provided in the agreement,
resulting many times in undue benefits accruing
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tc the contractors by way of increase of quantities
of prefitable items. There can be no doubt that
in the cases where the cua@tities of wvarious items
to be executed are not correctiy worked out,

there are more contractual implications in the
percentage rate agreements than in item-rate
agreemenfs. This is because the rates payable

for individual items in the case of item rate ;
ag;eemehts are generally in the vicinity of
prevalent market rates, while in the case of
percentage rate agreements, the rates payable for
individual items (as worked cut by adding the
accepted parcen®d9e +to the schedule-rate) may

be very different from the :ealigtic market rates
ﬁf such items, as the percentage aécepted is
ﬁﬂrkeﬁ out after taking into ancount the losing

as well as gaining items of the schedule.

6. Mntwith§tandinq the implications of
deviatipns ipn the ﬁéruentage rate tenders, the
fact also remains that percentage rate tenders
are less complicated and easier to cperate.
'Under-fhe circumstances,. on the basis of a
suggestion made by the CTE's Organisation in
e -’_‘-3':-'-1,' *+ hag heen decided as follows: -

(1) whHen a particular type design is
followed for the first time, 2 detailed
estimate on the basis of structural and
architectural design and drawing shall
be prepared and tenders invited on
item rate basis i.e. in Form PWD-8.

(ii) Once actual guantities executed
become available in respect of a
particular type design on the basis
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of actual execution at site for superstructure,
these cuantities may be considered for subsequent
call of tenders on percentage rate basig, i.e.. :
on Form PWD-7 in case more tenders are to be floated
for the same type design. Howéver, the quantities
for the foundation and developments items within

the pocket have to be worked out separately in

each case.

(1iii) save the circumstances explained 1 & 2 above,
the tenders for all the works must be invited cn
the prescribed form as - stipulated in CPWD Mamual
Volume~II.

. (H.D. SHARMA)
. <5  ENGINEER MEMBER
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11 All Chief Engineers,DDA?
2. A}l SEs, DDA (with 10 s?are
: coples for Ex.Engineer);
g Directors (Hert) MNorth & south (with
5 spare copiles for Divisions)
4. Director (MM) (with 2 spare copies for
Store Divisions)
B £E.0.I, II & III in EM.Office.

Copies for favour of information to:-
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2. Finance Member, DDA ;

. Chief Accounts Officer, DDA;
4. Chief Engineer(nC), DDA; and
& Chief Engineer (Design), DDA.
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