No. F.6/18/2019.PPD
Government of India
Ministry of Finance
Department of Expenditure
Procurement Policy Division .
512, Lok Nayak Bhawan,
New Delhi Dated the 23™ January, 2020.

OFFICE MEMORANDUM

Subject: Procedures for payments for Goods / Services to Sellers / Service
Providers in Government e- Marketplace (GeM)- through PFMS and by
non- PFMS Agencies/ Entities (NPAE)-- reg.

Ref: OM No. F.26/4/2016.PPD dated 20.09.2016 and OM No.F.13/4/2017-PPD (Pt.)
dated 14.08.2018 on the above Subject.

In supersession of the above referred OM dated 20.09.2016 and OM
No.F.13/4/2017-PPD (Pt.) dated 14.08.2018 and pursuant to Rule No. 149 of GFR
2017, the following procedures are prescribed for making payments to the Sellers
/Service Providers in GeM which shall be complied and adhered to by all concerned
for different type of contracts such as

a) Supply of Goods& Services

b) Supply, Installation, Testing and Commissioning of Goods

c) Supply, Installation, Testing, Commissioning of Goods and Training of
operators and providing Statutory Clearances required (if any)

2. In respect of contracts for Supply of Goods, 100% payment including GST
should be made after receipt and acceptance of Goods and generation of “Goods
CRAC” (Consignee Receipt and Acceptance Certificate) subject to recoveries, if any,
either on account of short supply and Liquidated Damages etc. for delay in supply.

3. In respect of contracts for Services, payment should be made as per
periodicity defined in the contract i.e. Monthly, Quarterly or any other pre-defined
payment periodicity. 100% payment including GST for the particular payment cycle
should be made after receipt and acceptance of the Services and generation of
“Service CRAC” (Consignee Receipt and Acceptance Certificate) subject to
recoveries, if any, either on account of short supply, SLA (Service Level Agreement)
deviations and Liquidated Damages for delay in supply etc.

4. In respect of contracts for Supply, Installation, Testing, Commissioning of
Goods and Training of operators etc. the complete cost break-up indicating Basic
price, GST, instailation and commissioning charges, incidentai Services, training etc.
is to be indicated separately in the bid. In order to cater to installation intensive
products, the different configurable payment terms will have to be incorporated in
GeM functionalities (depending upon the quantum of installation and turnkey work

required). . et
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{a} Firsi-Milestone - On-delivery of goods: 80 to 80% payment (lower

(b)

(c)

a)

initial payment if installation scope is very exiensive) of the basic
price of Goods along with 100% GST on the Goods Price but
excluding installation, testing and commissioning and other charges
shouid be paid after receipt Goods and generation of “Delivery
CRAC for initial payment”. This will be issued after physical
verification of quantity only, but without commitment about quality or
functionalities etc. which would be verified after installation /
commissioning etc. While creating the bid, Buyer shall have
functionality to define the percentage of payment linked with delivery
of Goods.

Second Milestone - On Acceptance after installation, testing
and commissioning : Balance 10 % to 20% payment of the basic
price of Goods and 100% charges for installation, testing and
commissioning and other charges along with GST on these charges
should be paid after instaliation and final Acceptance of Goods and
generation of “Installation CRAC” to be issued by the End User /
Consignee. Recoveries, if any, either on account of short supply and
Liguidated Damages etc. for delay in supply and / or installation etc.
shall be made from the payment due under this milestone. While
creating the bid, Buyer shall have functionality to define the
deliverables in fhis milestone and the percentage of payment linked
with this milestone.

Third (and subsequent) milestones - Payment of Incidental
Costs:100% Payment related to Incidental costs at consignee site
“towards incidentai Services (such as providing training, or other work
/ service as per scope defined in the contract), to be paid on
submission of “Final CRAC” by the End User / Consignee. While
creating the bid, Buyer shall have functionality to define the
deliverables in this milestone. In exceptional cases, Buyer may
-choose 10 -splif this milestone as-required.

In case of contracts for Supply, Instailation, Testing, Commissioning of Goods
bundled with one or more Services such as Comprehensive Maintenance, Human
Resource hiring for pre-defined time periods etc., the payments for Goods shall be
-governed by Para -4 above while payment for Se-rwces shall be Gsvemed -as per
Para 3 above.

in case of Milestone Based Payments, separate timelines / delivery periods
for each milestone will be provided. In case of supply and instailation contracts, the
delivery period may be specified by filling up the blanks as under:

First Milestone - For delivery of goods at site: ---— days/ months
from date of issue of contract with provision for staggered / multiple
delivery period for same consignee.
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will filt up the required data -as per-the contract {such as fog sheels
and /or Invoice etc duly digitally signed / e-sighed).

d) Immediately upon above entry by Seller / Service Provider regarding ,

g)

delivery of goods/ milestone achievement/ service delivery, an alert
will be flashed .on the Dashbeard .of the consignee ard an-email-and
an SMS Alert will be sent to Consignee informing that consignee has
to mandatorily acknowledge receipt of stores /' milestone
achievement / service delivery through generation of PRC on GeM,
The Buyer/Consignee should receive the Goods/Services and -
issues an online Provisional Receipt Ceriificate (PRC), within 48
hours, on 'said to contain basis' on the GeM portal with his/her digitai
signature / e-sign, mentioning the date of Receipt. (From this date of
receipt mentioned in PRC, the period of ten (10) days for
consignee's/buyer’s right of rejection and return policy would be
applicable unless otherwise specified in a particular contract)

In case the consignee does not issue PRC within 48 hrs from entry
of delivery of goods/ / milestone achievement/ service delivery by
Seller/ Service Provider, an alert will be flashed on the dashboard of
the consignee and an email and an SMS Alert will be sent to
Consignee and Buyer informing that consignee has to mandatorily
acknowledge receipt of stores/ milestone achievement / service
delivery through generation of PRC on GeM.

After expiry of 72 hrs. from the first alert, another alert will be
flashed on the dashboard of the Consignee, Buyer including HoD
and an email along -with an SMS Alert to Consignee , Buyer, HoD
informing that consignee has to mandatorily acknowledge receipt of
stores/ milestone achievement / service delivery through generation
of PRC on GeM and if the time limit of 95 hrs expires from the date
-of delivery -of goods/ milestone achievement/ service delivery as per
entry made by Selier/ Service provider and if the consignee does
not acknowledge receipt of stores/ milestone achievement / service
delivery by generating PRC or disputes the same by rejecting
receipt, it would be presumed that goods have been delivered/
‘milestone achievement / -service delivery -has been made o
consignee and PRC will be auto generated by the system (Deemed
PRC). '

However, if the consignee does not issue PRC within 96 hrs from
delivery .of .goods/ milestone -achievement/ service -delivery as per
entry made by Seller/ Service provider ,GeM System/Portal would
auto generate unsigned PRC considering the date of delivery of
goods/ milestone achievement / service delivery as indicated by the
seller as deemed date of receipt for issuance of PRC. GeM portal
shall also send perindic notifications svery 24 hrs. 1o the Consignee,
Buyer and the HoD about issuance of auto generated Deemed PRC
for next 48 hrs.
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1}

b) Secend milestone - Installation, Testing and Commissioning eic.
of goods: -——- days / months from the date of handing over of site
complete in all respect as per contract.

¢) Third (and subsequent) milestones - Incidental Services efc.: —
days after installation.and.commissioning.

7. The payments on GeM are primarily categorized under two heads i.e. through
PFMS or GeM Pool Account, The detailed instructions for both type of payment
system are as under:

A. Payments through PFMS:

i) The Central Government Buyer i.e. the concerned Programme Division or
Administrative Unit in a Ministry/ Department will place the Contract online after
taking prior approval of the Competent Authority for procuring a particular Good or
Service. Inter-alia, the Contract form will also contain the following fields including
fields required for payment related processes:

a).  Administrative approval of the Competent Authority indicating the
designation of the approving authority,

b).  Approval of Competent Financial Authority indicating designation of the
officer;

c).  Whether IFD concurrence required? (Yes/No)

d).  Ifyes, then IFD Diary No. & Date

®).  Budget Head of Account and Year, Major/Minor/Sub-head/Detailed
‘Head/Object Head as in Detailed Demands for Granis.

1). Budget availability as on date (Yes/No)

g).  Amount (Contract Value)) Rs...... (Budget to be blocked)

h).  If expenditure is committed for more than a year, the year-wise details
—. (portal should generate a Liability Register for recording multi-year
payment-commitments, the format forwhich is prescribed in Rule 53 of
the GFR)

). When these fields are duly captured, the Buyer will be in a position to place
the Contract online. The GeM portal will generate a Sanction Order and the Contract
which will be digitally/e-signed by the Buyer. These documents -duly digitally/e-signed
by the Buyer will be made available online to the concerned DDO and PAO or
Paying Authority as defined in the contract and Seller/ Service Provider. The DDO
and PAO/Paying Authority shall have access to the Contract online in order to
ensure that the Bill is generated at the stage of payment in accordance with the
contractual provisions.

iii).  The GeM portal will send the Sanction Order details to PFMS.

iv).  Onissue of Sanction order and placing the Contract for goods, the full amount
required from the relevant Budget Head should be blocked in the PFMS. In cases of
Services, amount should be biocked for one payment cycle .as defined in the
confract. Before releasing payment for any cycle, the funds required for the next

Page 3 of 11

/o»..w/g/,



3 -payment-cycle should-be-blocked so-as to-ensure avaiiability-of-payable funds for the
' next payment cycle. Blocked fund will be treated as accrued expenditure by PFMS
for the financia! year in question and i will not be withdrawn for any other purpose
other than the one for which the amount is Blocked.

V).  Should it be necessary to .amend the Confract, such Amendment i ihe
Contract with due approval of the Competent Authority and acceptance of the
Seller/Service Provider (wherever required) shall be made available to the Seller /
Service Provider/DDO/PAO/Paying Authority on the GeM portal.

vii).  Similarly, in the event of ‘complete / partial canceliation of the Contract the
information would be made availabie to the Seller/Service Provider, DDO and PAD
on the GeM portal. In that svent, funds so blocked earlier would be released to the
extent of cancelled amount.

viii). Tr]e Programme Division/Administrative Unit in the Ministries/Departments
shall periodically review the blocked budget to ensure that funds are utilized within
the same financial year :

iX). The Performance Security (if any)would be obtained from the Seller/Service
Provider as per Contract, and their details would be reflected on the GeM portal by
the Buyer.

X). Provisional Receipt of Stores on Gel:

a) On dispatch of Goods, the Seller would enter the Dispatch Details
©and date of Dispatch and will upload documentary evidence of
Dispatch against each consignment on GeM Portal. All these
documents and details shall be shown to the Consignee on his
dashboard and shall also be notified to the consignee on his e-mail

and on his registered mobile number. -

b) The Seller shall prepare an electronic Invoice, digitally/e-signed, on
‘Gel portal and shall submit the same on-line 1o the ‘Buyer. GeM
portal will send an SMS/ email alert to the Buyer, on submission of
Invoice. This Invoice will contain mode of dispatch of goods,
dispatched/delivered quantity with date and all inclusive price
claimed based on digitaily/e-signed Contract. In case Services are
procured, the Tequired data -as per Contract may be incorporated in
the Invoice. .

c) After actual delivery of goods at consignee destination / milestone
achievement (such as completion of installation / commissioning or
training-etc. as-defined-in the contract)/ service-delivery, Seller would
enter the actual date of delivery / milestone achievement / Service
Log-sheet (as applicable) and wili upload documentary evidence for
the same duly digitally signed / e-signed. All these documents and
details shall be shown to the Consignee on his dashboard and shall
also be notified 1o the consignee .on his e-mail.and on his registered
mobile number. In case of Services Contracts, the Service Provider
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h) In case the PRC is auto-generated, the consignee shall have the
provision on GeM to respond back within 48 hrs, if the goods have
not been received or short received recommending to cancel or .’
amend/correct the date of receipt / quantity in the auto-generated
Deemed PRC. In case nothing is reported / corrected by consigree
on the system, it will be presumed that the consignee has nothing to
say and the auto-generated Deemed PRC will be considered as final
for all purposes.

i) Ifitis found at any stage that seller/ service provider has sent/
uploaded wrong information on GeM, based on which PRC has
been wrongly auto generated , the seller/ service provider will ‘be
dealt severely and should be debarred by GeM for three years.

xi) . Consignee Receipt and Acceptance of Stores on GeM:

After issue of PRC/ ‘Deemed ‘PRC, the -system will ‘start -sending -an alert -on
the Dashboard of the consignee and an emall and an SMS Alert will be sent as per
escalation matrix specified below to issue the CRAC within 10 days:

a) Level 1 - Uptno 3 days ~ Consignee
b} Level 2-4-and 5th-day—Consignee-and Buyer
c) Level 3 - 6 to 10th day - Consignes, Buyer, HOD

After verification including assessment of quality and quantity of goods
Iverification of completion of all deliverables defined in the milestone / completion of
sewvice for the defined period, the Cansignes(s) will issue an ondine digitaliy/e-
signed Consignee's Receipt & Acceptance Certificate (CRAC) (Goods CRAC/
Service CRAC / Delivery CRAC / Installation CRAC / Final CRAC as the case may
be) (within 10 days (unless otherwise specified in a particular contract) of date of
receipt indicated in PRC / deemed date of receipt as indicated in Deemed PRC. The
CRAC would clearly indicate the Order quantity/ milestone achievement / service
delivery, rejected quantity/ unacceptable milestone achievement /unacceptable
service delivery (f any, with reasons for rejection including
shortages/damaged/unaccepted quality), quantity / milestone achievement/ service
delivery accepted and cleared for payment. However, if the consignee does not
issue CRAC within 10 days (unless some other time line is specified in a particular
contract for issue of CRAC), on 11th day from the date of receipt / deemed date of
receipt of quantity/ milestone achievement / service delivery as indicated in PRC,
GeM System/Portal would auto generate unsigned CRAC which, backed with
digiaily/e-signed PRC or deemed PRC based on Seller Evidence for the
corresponding quantity/ milestone achievement / service delivery shall be taken as
deemed acceptance for payments in Tieu of the requirement of digitally/e-signed
CRAC. This will be made available on GeM to the Buyer/ Seller and also the
concerned DDO (if applicable) and PAO/Paying Authority. The GeM portal would
generate a unigue serial number for CRAC relating to concerned DDO (if applicabie)
& PAO/Paying Authority, so that the payments are made seriatim.
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In.case the CRAGC is -auto-generated, the consigres shali-have the provision
on GeM to cancel or amend the auto-generated CRAC within 72 hrs, if the goods
have not been accepted or found defective / short received. In case nothing is .
carrected by consignee on the system, it will be presumed that the consignee has
nothing to say and the auto-generated CRAC will be considered as final for all
purposes including payments. :

xii). After generation of CRAC, the Buyer shall prepare '‘Payment advice' on GeM
Portal, indicating any contraciual deductions such as penalties for violation of
Service Level Agreement (as applicable)/Liquidated Damages for delayed supplies/
milestone achievement/ service delivery efc. which will be .used by -GeM pertal to
compute the net amount payable for the accepted quantity/ milestone achievement/
service delivery after factoring in the contractual deduction(s) and generate claims
for payments digitally/e-signed by the Buyer. This claim for payment shall be made
available to the DDO on GeM Portal and the requisite data will also be pushed online
in the PFMS. DDO will log into PFMS and generate the Bill against the said .claims
and Torward the same o the PAO/Paying Authority for payment, after deducting any
statuary deductions including TDS as applicable.

Xiii) It is obligatory to make payments without any delay for purchases made on
GeM. In no case shouid it take longer than the prescribed timelines. The timelines
after Consignee Receipt and Acceptance Certificate (CRAC) issued on-line and
- digitally/e-signed by consignee, will be two (2) working days for Buyer, one )
waorking day for concerned DDO and two (2) working days for concerned PAO for
triggering payment through PFMS for crediting to the supplier's account, In case of
return of Bills by PAO/Paying authority, the discrepancies should be addressed by
-concerned Buyer/DDO within one working day and thereafter on re- submission of
Bill the PAC should also not take mare than one (1) working day for triggering
payment to the Seller/ service provider Any matter needing a resolution will be
escalated to the next higher level in each agency (Buyer, DDO and PAQ) where the
matter should be resolved within 24 hours. In the entire process, time taken for
payment should net-exceed ten10) days-inciuding holidays

Xiv) . After online pre-check of all relevant documents, PAO/Paying Authority shall
debit the Government account, releasing the corresponding payment through PFMS
/ to be credited into the bank account of the Seller/service Provider. The payment so
Teleased shall -be .credited to the Seller/Service ‘Provider -account ‘within 24 *hours
(excluding public holidays), by the Bank. SMS alerts shall be sent to the
Seller/Service Provider and Buyer after the payment is authorized by PAO and also
after the confirmation of the payment by the Bank. The payment authorization as well
as payment confirmation details shail be shared by PFMS on the GeM portal. The
PAO/Paying Authority and DDO shall comply with the provisions of -General
Financial Rules for budget implementation. .

xv) In case of return of Bill, if necessary by PAO/Paying Authority, it should be made
online with ail queries/discrepancies/reasons for rejections indicated in one go with
the approval of competent authority, to the DDO/Buyer for the needful-corrections at

their end.
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*xvi) The DDO shall also be Tesponsible for issuing TDS -certificate (as per Income
Tax Act, 1961 amended from time fo time) to the Seller after release of the payment
to the Seller/Supplier. The DDO shall also be responsible for deduction of TDS on
GST as per GST provisions and to deposit the same with the Govt. as per GST rules
and issue Form GSTR 7A to the person whose TDS has been deducted.

xvii). GeM System/Portal would also have on-fine provisions for generéting
supplementary Invoice(s) for claim/refund of statutory changes in Duties and taxes, if
any, as above. A provision for all types of refunds/claims should be available on-liine

through PFMS,

xvili). In terms of the provisions of the Information Technology Act 2000 as
amended from time to time, digitally/e-signed online documents generated on GeM
shall be treated at par with ink-signed documents for release of payment to the
Seller/Service Provider and no ink sighed paper/documents shall be
demanded/insisted.

xix). The muiti-year liabilities so created as referred to in Para, 7(j) (h) above shall
be reviewed regularly by the Programme Division/Administrative unit in consultation
with the Financial Adviser. The consolidated information on the total committed
liabilities, year-wise, shall be submitted by the Financial Adviser to the Budget
DBivision, Depariment -of Economic Affairs, Ministry -of Finance for suitably reflecting
in the Budget Estimates for the relevant financial year and in the Medium Term
Expenditure Framework (MTEF).

xx)  For all contracts placed through GeM, the payment through PFMS to all
Sellers/ Service Providers must be released online -only -against.electronic hill
generated on GeM. No offline payment should be made in such cases to avoid
double payment. Only in exceptional cases such as non-availability of the
GeM platform or long shutdown of internet services at Buyer location or
similar force majeure conditions, such off-line payments can be resorted to
subject to the condition that immediately after resolution of the Jroblem,
necessary entries would be made on-line in GeM portal to obviate the
possibility of double payment.

B. Payments for Non- PFMS Agencies/ Entities (NPAE):

i} Non-PFMS Agency/ Entity (NPAE) is a Government of India (Gol) not using PFMS
for its payments of transactions and having their own payment system for making
payments against contracts placed for goods/services placed by the NPAE oh GeM.
All NPAE shall open & operate a special purpose account namely GeM Pool Account
for the purpose of ensuring prompt payment to Seller/Service Provider of GeM who
supply Goods/ Services to the NPAE through GeM.

i) Accordingly, all the Organisations/ Departments including CPSUs,
Municipalities, Educational Institutions, Autonomous bodies, Societies, etc. not
operating through PFMS shall be covered under these instructions. These
organisations are hereby directed to open, operationgiize and operate a GeM Pool
Account (GPA) for all procurement. GPA is a special purpose bank account (interest
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bearing savingsicurrent Account) opened, operated and controfied exciusively by
each NPAE. GeM Pooi Account shali be mandatory for all procurement irrespective

exclusively and completely by the buyer entity/agency subject to certain restrictions
on withdrawals of funds as explained in succeeding paragraphs .The Account shall
carry .interest applicable to Savings/ current account, Such account-shall-be- opened
in any scheduled bank having already integrated the pool account with GeM.

i).  The following are the core elements of GPA that should be incorporated
during the opening and operations / procurement stages:

a) The NPAE will open the GPA (as a savings or current account) which
will be utilized by buyer through the online integration of Bank with the
platform owned and maintained by GeM SPV, as per Service Level
Agreement (SLA), and solely for procurement of goods and services on
GeM.

b) The terms and conditions of procurement on" GeM will be part of the
operations agreement between the bank and the NPAE,

¢) The role of the bank will be limited to ensuring operations of the
account on the instruction of the NPAE through the authorized NPAE
nodal officer for GeM/ buyer. :

d)  Realtime details of all operations of the account will be shared by the
bank, in a mutually accepted format (to be amended from time to time)
with the NPAE, only through the GeM Platform.

€) Once a sub-account/ transaction specific account is credited with an
amount, the NPAE cannot withdraw this amount, apart from transfer to
‘the designated Seller/Service ‘Provider, tii such a fime that the
transaction is live,

f)  Any withdrawal/transfer by the NPAE from this account, except for
payment to the Seller / Service Provider, would be permitted in the
following conditions.

<+ -Order-cancellation

» Order rejection

e Refund
All the above situations would first be required to be enabled/ flagged
on the GeM Platform for the NPAE to be able to act accordingly.

iv)  While procuring goods & services through GeM, the NPAEs should credit 100%
of the projected Contract Value in case of Goods Contract in their GeM Pool Account
before award of contract. In cases of Services, amount should be credited for one
payment cycle as defined in the contract and before releasing payment for any cycle,
the funds. required for the next payment .cycle should be -credited so as to -ensure
availability of payable funds for the next payment cycle. Payment so credited will not
be withdrawn for any other purpose other than the one for which the amount is
credited into GeM Pool Account.

v) After placement of contract on GeM, the process for PRC .and .GRAC will be
same for NPAE category also as indicated in Para 7 (A) () above regarding
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n

Provisional ‘Receipt -of Stores on -GeM -and Para 7 -{A) (xi) Consignee Receipt and

" Acceptance of Stores on GeM for PFMS Buyers.

vi) After issue of CRAC, NPAE Nodal Officer shall issue an advice without delay to
the bank to release actual amount payable to Seller / Service Provider as per terms
of contract from the GeM Pool.Account. -On .autherization, the bank should transfer
the prescribed amount to the Seller/Service Provider supplier mapped in the
transaction.

vii) In case of a Service level agreement (SLA) breach on the part of the NPAE in
terms of payments to the Seller/Service Provider, GeM will intimate the buyer and
bank of the same. Post such intimation, and non-action on the part of the NPAE with

:* respect to payment transfer, bank will release payments for the delivery of goods at

consignee destination / milestone achievement (such as completion of installation /
commissioning or fraining etc. as defined in the contract) / service delivery as notified
in the terms and conditions of procurement on GeM to the Seller/Service Provider
mapped in the transaction. Such a provision is required to be incorporated in GPA
and should be considered as a standing instruction from the NPAE to the bank. The
residual amount cannot be withdrawn/ transferred by the NPAE, in such cases.

viii)  In case, even after 10 days of issue of Consignee receipt and acceptance
cerfificate {CRACT)Y auto generated CRAC , the buyer has not initiated the payment
process through the GeM platform, a payment trigger will be automatically generated
for payment equivalent to 80% of the corresponding quantity/ milestone achievement
/ service delivery deduced by the system as per CRAC. Simultaneously intimation
will be sent to the HoD, buyer and NPAE Nodal officer for GeM, regarding the
Telease of payment, at their risk and cost in line with the terms and condition {T&C)
and SLA of procurement on GeM. The residual payment of 20% is to be processed
by the buyer Within 35 days after adjusting for any statutory deduction and damages,
failing which after 35 days, the same will be released to the Selle/Service Provider
automatically through an alert to the bank by the GeM Platform, after statutory
-deductions and any-system know -deductions.

ix) Unutilized funds after closure of the Contract and interest accrued on the
credited amount will be at the disposal of nominated NPAE Nodal officer, who may
advise banker for further action as deemed fit.

X) The Steering Committee on GeM of each Ministry should monitor the
implementation of these instructions regarding operationalization of ‘GeM Pool
Account.

xi)  Ministries/ Departments of Government of India are accordingly requested to
issue necessary instructions to all Non-PFMS Agencies/ Entities under their control.

8. in case any Non PFMS Agency / Entity decides with the approval of their
Competent Authority to have integration of their on-line payment Systems with
functionality for Blocking of Funds etc. as per PFMS system of payments, the
Payment procedures outlined for PFMS in Para 7 {A) shall be mutafis mutandis
applicable to them.
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