Government of India
Ministry of Railways
(Railway Board)

No. 99/RS(G)/709/1/Pt. New Delhi,{-21.2015

The General Manager, All Indian Railways & PUs lnciudmg NF(C).

The General Manager, CORE, Allahabad.

The General Manager, Metro Railway, Kolkata.

The Director General, RDSO, Lucknow & NAIR, Vadodara.

CAO/Workshop Projects organisation, 1%! Floor, Chamber Bhawan, J.C. Road,

Patna -800001.
CAOs of DMW, Patiala , COFMOW, New Delhi , RCF/RBL and RWP/Patnha.

Subject: Development of vendors.
Ref: (i) Railway Board’'s letter No.68/Dev. CellVIGRI/48 dated
01.07.1969.
(ii) Railway Board'’s ietter No.77/RS(G)/779/17 dt. 23/271-
1979.

(i) Railway Board’s letter No.99/RS(G)/709/1 dt. 6.9.99.

(iv) Railway Board’s letter No. 99/RS$(G)/709/1 dated 16.9.99

(v)  Railway Board’s letter No2001/RS(G)/779/4 dated 5.8.2002
(vi) Railway Board’s letter No.99/RS(G)/709/1 dt, 3.5.2005

(vii) Railway Board’s letter No.2005/RS(G)/709/1 dt. 17/11/2006
(viii) Railway Board’s letter No.99/RS(G)/709/Pt.1 dated 29.6.2007.

Indigenisation and economy in purchase have been emphasised in Railway
Budget 14-15. Both necessitate a re-look at the current policy norms for
development of vendors. Accordingly the following will be the policy for
development of vendors in supercession of all previous instructions on the

subject,
Placement of development order should be considered only -

() where the approved sources are not adequate and it is desirable to develop
more sources for bringing in more competition or improvement in quality or
indigenisation.

(i) Where the rates received from new sources are lower than those applicable to

approved sources and where new source are having potential for supply of
quality material and are having infrastructure of plant and machinery and

testing equipment.
3. Developmental orders can be categorized in two broad categories as

indicated (A and B) below:-
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(i)

(i)
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(ii)

(i)

A. Placement of developmental order in regular tenders-

When the vendor approving/registering agency grades vendors in Part-l and
Part-li firms;

{a) The developmental order quantity on a firm in such cases can be upto 5%
of the .net procurable quantity (NPQ) The quantity ordered as
developmental order can be within or outside NPQ. _

(b) - However, for such items, where the number of sources is considered
inadequate or for developing indigenous sources for imported items, the
quantity restriction of 5% will not apply. For such items, the total quantity to
be ordered on new sources can exceed 5% limit (outside NPQ). For this, a
special condition will be incorporated in the tender document indicating the
quantity which can be considered for placement as developmental order.
This special condition will be incorporated after the quantity to be specified
has been duly justified and the proposal has been concurred by Finance.
As a guideline, the quantity which can be ordered as a developmental
order on a vendor may be the minimum quantity required for approval of a
vendor as part I/ part 1l status.

When the vendor approving/registering agency grades vendors only as
registered/approved vendor (i.e. there is no system of dividing the firms into
Part-1 and Part-ll categories):

Developmental order can be given upto 20% of the NPQ on
unregistered/untried firms about whom Railway is prima facie satisfied that
they are capable of executing the order. This 20 % quantity will be within the

"NPQ. However, there may be some cases of procurement of materials where

Railways may not be willing to undertake the risk of the failure on the part of the
supplier on whom the developmental orders have been placed. In such cases,
Railway may go in for increased purchase guantity in consultation with Finance
and keeping in view budgetary and other aspects so that 100 percent order
could be placed on registered/approved suppliers and quantity not more than
20% of NPQ could be placed as a developmental order outside the NPQ.

It is considered advisable even to permit differential rates within reasonable
limits to different firms, as it is in the railways interest to develop multi sources.

Placement of developmental order through developmental tender:

This is done where the number of sources is considered inadequate or for
developing indigenous sources for imported items or for ‘new product
development. :

In such cases, it is considered advisable even to permit differential rates within
reasonable limits to different firms, as it is in the railways interest to develop
multi sources.

The quantity ordered in a developmental tender should be enough for an
entrepreneur to acquire or develop the know-how and also to absorb the
expenses of making investment in M&P. The facility of pre-bid conference can
be used to get an understanding of such quantity .

‘A special condition will be incorporated in the tender document with Finance
concurrence'indicating the quantity which can be considered for placement as a

developmental order. M



(if)

(i)

POMN -

To ensure that only capable vendors participate, a suitable eligibility criteria will
be incorporated in the bid documents. The facility of pre-bid conference can aid
in the understanding of adequacy of eligibility criteria.

Approved vendors for an item will not be permitted to quote in developmental
tender of that item.

Procedure for identification of firms for development:

The system of open tendering followed on Indian Railways provides an

opportunity towards development of new sources. Wherever offers from new

sources are received and such sources are prima-facie suitable to develop a

particular item, they should be developed in a time bound manner. The source

approving authority should ascertain the capacity/capability of such sources in
~ shortest possible time say within 6 months of advice from purchase authority.

For issue of developmental tender, Railways may call for expression of interest
by giving wide publicity for development of sources.

The approval of sources should be done after ensuring acceptable Quality
Assurance Programme, technical capability, adequate testing equipment for
maintaining quality standards, adequate capacity and financial status. The
approving agency should alse lay down the process of manufacture,
requirement of stage inspection, inspection procedure and the facilities
necessary to maintain the quality level. :

Upgradation:-

Vendor approving authorities are advised to ensure that transparent procedure,
time frame and criteria for upgradation are laid down. After a firm has executed
developmental order(s) fulfiling the required criteria and with satisfactory
performance, it should be upgraded as approved vendor.

Nomenclature:

It is clarified that frial/developmental/educational orders have been inter
changeably used in past. To avoid ambiguity, the term 'developmental order’
should be used for all such orders and should be written on all such purchase
orders.

This is issued with the concurrence of Finance Directorate,

dos
(J.C. Taneja)
Dy. Director Railway Stores (G)-I,
Railway Board

No. 99/RS(G)/709/1/Pt. New Dethi,13.1.2015

FA&CAQs, All Indian Railways & Production Units

PCEs, All Indian Railways & PUs, WPO/Patna, RCF/RBL, COFMOW, DMW
The ADAI{Railways), New Delhi (with 10 spares copies)

The Director of Audit, All Indian Railways Am

for Financial Commissioner / Railways



No. 89/RS(G)/709/1/Pt. : New Delhi,\z 1.2015

1. COSs, CMEs, CEEs, CSTEs, All Indian Railways & PUs, RCF/RBL/NDLS,
COFMOW, CORE, WPO and RWP/Bela
2. The Directors~
(a)Indian Railway institute of Sig. Engg. & Telecom, Secunderabad
(b}Indian Railway Institute of Mech. & Elec. Engg., Jamalpur
(c)indian Railway I[nstitute of Elect. Engg., Nasik
(d)Sr. Prof. (Material Management), NAIR, Vadodara
(e)Indian Railway Institute of Civil Engg., Pune
(Hindian Railway Institute of Traffic Management, Lucknow

3. Director, Iron & Steel, 3, Koila Ghat Street, Kolkata
4. Executive Director (Stores), RDSO, Lucknow
5. Chief Commissioner, Railway Safety, Lucknow
6. Zonal Railway Training Institute, Sukadia Circle, Udaipur
(J.C. Taneja)
Dy. Director Railway Stores (G)-,
Railway Board
No. 99/RS(G)/709/1/Pt. New Delhi,1%.1.2015
Copy to ;

1. The Genl. Secy., AIRF, Room No. 248, & NFIR Room No. 256-C, Rail Bhavan

2. The Secy. Genl., IRPOF, Room No. 268, FROA, Room No. 256-D & AIRPFA,
Room No. 256-D Rail Bhavan

Brpat
(J.C. Taneja)

Dy. Director Railway Stores (G)-l,
Railway Board

Copy to:- Sr. PPSs / PPS/PS to ;

1. MR, MOS(R}
2. CRB, FC, ME, ML, MM, MS, MT, SECY., DG (RHS), DG (RPF)
3. All AMs, Advisors & Executive Directors of Railway Board
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HEICIR, HIAALH, T@T5 v HRA Yo TSET 3FRIGAT, FEie

T TARIAF ITRFRY T AR Goreer, gormy T, YFY A, o, @Y. IS, Ye-800001

Wesl: 1. a8 &7 Rt 01.07.1969 =7 g3 . 68/39.Ae/IHTENHRITE/48,
2. S w1 Raw 23/27-1-1979 & w5 &, 77T/ 779117,
3. 9 # ReF 6.9.99 F7 I § 99/3mwH(SM)/709/1,
4. % F ReAiF 16.9.99 #7 a7 ¥ 99/3mywa(sf)/709/1.
5. 915 & R 5.8.2002 F U T 2001/3mea(sM)/779/4.
6. SIF % RAi® 3.5.2005 Fr 97 ¥, 99/3mua(aft)/709/1.
7. % @ R 17/11/2006 #r 75 ¥, 2005/3ma(sh)/709/1.
8. ¥ # fgiw 29.06.2007 T 9¥ ¥, 99/3MTw(S)/709/4TE. 1.
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