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OFFICE OF THE ACCOUNTANT GENERAL (AUDIT-Il), KERALA,
THIRUVANANTHAPURAM

No. AG(Au-Il)/APCC/1-11/2026-27/
Date:24-08-2026

Circular No.29

Sub: Instructions on Retendered Procurement Processes.

Attention is invited to the Audit Instructions on Retendered Procurement Processes
issued by Headquarters vide PPG OM no. J82/S1-PPG/2025 dated 17.12.2025
(copy enclosed). The OM has been issued in the context of adopting risk-based
and efficiency-based approaches in the audit of public procurement decisions with
focus on timely decision-making, efficiency in implementation, safeguarding
competition and public interest.

The following aspects highlighted in the OM may be kept in view while auditing
procurement processes:

1. Instances where a procurement process has been cancelled and restarted,
particularly repeated retendering, are to be examined to determine whether
the cancellation and restart were supported by sufficient justification and
whether they resulted in delays or avoidable financial losses.

2. A procurement process at the contract formation stage should not be
cancelled where an appeal/review relating to the procurement process has
been filed before an appellate authority within the same department, or
where notice for preliminary hearing has been issued by such authority.

3. Cancellation of a procurement process should generally be allowed only
under limited circumstances. The OM highlights, inter alia, the following
situations:

o the technical/financial qualifying criteria were unduly and unreasonably
restrictive, resulting in inadequate competition;

o the price finally offered by a technically qualified bidder was determined
to be unreasonable;

o the goods/services/works were no longer required without significant
modification to the scope;

o the anticipated fund flow necessary to sustain the procurement process
had not materialised or was unlikely to materialise;

o the remaining time for project implementation was insufficient to justify
award as initially envisaged; or

o a change in the procurement method was contemplated for achieving
more economical or efficient procurement.

4. The cases listed above are illustrative. Where cancellation is resorted to, the
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reasons are to be recorded in writing. The OM also refers to safeguards
restricting cancellation and retendering of procurement processes contained
in General Financial Rule 173(xviii), Clauses 7.8(3) and 7.6.11 of the Manual
of Procurement of Goods and para 11.8 of Department of Expenditure
Guidelines No. F.1/1/2021-PPD dated 29.10.2021.

5. The OM also draws attention to instances of improper application of
instructions relating to e-Reverse Auctions (ERAs). Where the price bids of
selected/shortlisted bidders are found reasonable in relation to the estimated
prices during the initial competitive procurement process, cancellation merely
because none of the shortlisted bidders participated in a subsequent ERA
could result in procurement delays and defeat the purpose of the initial
competitive process.

Headquarters has directed that during the audit of procurement processes, audit
teams shall invariably examine whether the procurement process was cancelled
and restarted at any stage and, if so, whether such cancellation and restart
adhered to the general discipline and rigour indicated in the OM. Any deviation in
the process should be subjected to enhanced audit oversight and detailed
examination to determine whether competition and public interest, including
financial discipline, were adversely affected during the retendered procurement
process. A specific audit observation may be recorded in such cases.

The above audit instructions may be noted for compliance during the planning and
conduct of audit of infrastructure projects.

A status report comprising the details of units in which these instructions were
exercised/no of instances covered and specific findings on the points covered in
the OM may be submitted to AG by end of first week of September 2026.

All the Group Officers are directed to closely watch progress of the implementation
of above instructions/advisories.

(Vide orders of Accountant General )

Digitally signed by
Anish D

Date: 24-08-2026
16:00:14

Senior Deputy Accountant General (Admin &AMG I)

Copy to: 1. Sr. Deputy Accountant General/ AMG |, AMG II, AMG IlI
2. Secretary to Accountant General
3. Sr. AO/AMG |, AMG I, AMG Il (For circulation to field parties)
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OFFICE MEMORANDUM

397 Instructions on Retendered Procurement Processes

.

(R

The CAG's Office in consultation with NITI Aayog and DOE had initiated discussions
in April 2025 focused on, inter alia, transformation of traditional approaches to audit of
decisions of public procurement officials, especially with a view to infuse existing audit
practices with risk-based and efficiency-based approaches that are increasingly being
practiced world-wide so as to maintain a constant focus on timely decision-making and
efficiency in implementation of infrastructure projects.

With this objective in view, the CAG’s Office had constituted a Working Group that has
held intensive deliberations with a number of important stakeholders; and one of the
very first issues identified for risk-based audit is the increasing tendency of public
procurement agencies to cancel and restart tender procedures without sufficient
justifications. This advisory is accordingly being issued for guidance of all Audit Offices
engaged with ensuring oversight of such instances observed during audit.

Instances have come to notice of Audit regarding a number of tools employed by some
procuring officials to award contracts to favoured bidders, including (repeated)
retendering of a project until/to ensure that only such a bidder or a pool of such bidders
remains in fray. In addition, there may be cases of retendering where a procurement
process is cancelled on seemingly appropriate grounds such as the price bids of selected/
shortlisted bidders estimated as being high, or the expected market price of the subject-
matter of procurement coming down in the near future; but upon entering into a
retendered procurement process. it is subsequently found that the price bids of selected/
shortlisted bidders in the new process are actually higher than the ones discovered in the
carlier procurement process, thus resulting in both delays in project award and avoidable
financial losses to the public exchequer.

. While some State government and PSU rules limit unbridled cancellation (followed by

restart) of a procurement process, some others merely require reasons to be recorded in
writing before procuring officials can cancel (and restart) a procurement process.
However. even in the latter case, it is enlightening to note that in such states/ PSUs
where there are no effective checks on repeated retendering and/ or no moves to curtail
such sweeping powers, their own procuring officials are obligated to follow international
best practices when processing externally-aided projects.



3.

While surveying such cases in some States (including States and Gol where a different
and more forward-looking set of rules is followed in cases of procurement process
cancellation and/ or retendering of externally-aided projects), it has been noticed that
effective procurement reform requires any unlimited powers of procuring entities to
cancel a procurement process at any stage to be checked, in order to prevent their misuse
in favour of one or more bidders. Such cancellation should, therefore, generally be
allowed only under very limited circumstances; and while such a measure will surely
minimise the misuse of administrative discretion for repeated retendering. progress
could also simultaneously be made towards enhancing confidence of bidders/
prospective bidders participating in a procurement processes, thereby enhancing
competition and value-for-money in the public interest.

Typical instances of forward-looking practices adopted in India in this regard include at
least some of the following elements:

a. That a procuring entity may, for reasons to be recorded in writing, cancel the
process of procurement initiated by it only at the contract formation stage—the
cancellation of a procurement process after a contract has been awarded being
separately governed by contract clauses and relevant provisions of the Indian
Contract Act 1872, as amended from time to time;

b. That a procurement process at the contract formation stage is not cancelled by the
procuring entity, if any appeal/ review in regard to the instant procurement
process has been filed before an appellate authority within the same department,
and/ or if any notice for preliminary hearing in this respect has been issued by such
an appellate authority;

¢. That a procurement process is not cancelled at the contract formation stage unless
the facts and circumstances of the case are covered by one or more of the
following situations:

i. If a competent procuring authority, either supervisory or the original tender
sanctioning authority itself, determines that the technical/ financial qualifying
criteria were unduly and unreasonably restrictive, leading to lack of adequate
competition in the procurement process; and/ or

ii. If the price being finally offered by a technically qualified bidder is determined
by a procuring entity to be unreasonable; and/ or

iii. If the goods/ services/ works are no longer required without significant
modifications to the scope of the procurement process; and/ or

iv. If the anticipated fund flow necessary to sustain the procurement process have
not materialised or are unlikely to materialise: and/ or

v. If the remaining time available for project implementation is no longer sufficient
so as to justify award of a procurement contract as initially envisaged: and/ or



vi. If a change in the method of procurement is contemplated by the procuring
entity for achieving more economical or efficient procurement of the subject
matter of procurement.

The cases listed above are illustrative, and some State/ procuring entity procurement
rules may prescribe additional safeguards restricting cancellation and retendering of
procurement processes. For instance, General Financial Rule 173(xviii); Clauses 7.8(3) and
7.6.11 of the Manual of Procurement of Goods: and para 11.8 of DoE guidelines No.
F.1/1/2021-PPD dated 29th October 2021 that apply to Ministries and Departments of the
Government of India, place limitations on the exercise of such discretionary powers by
their procuring officers.

Instances have also come to the notice of Audit where Gol/ State instructions on e-Reverse
Auctions (ERAs) under a GeM environment (or otherwise) have been improperly applied,
and where ERAs have been conducted as a second round of price negotiations even when
the price bids of elected/ shortlisted bidder(s) is found to be reasonable in relation to the
estimated prices during the initial competitive procurement process. Cancelling a
procurement process in such cases, merely on the ground that none of the shortlisted
bidders participated in an ERA held subsequent to the initial competitive procedure could
encourage procurement delays and defeat the very purpose of conducting a competitive
procurement process in the first instance.

It is therefore requested that all audit authorities, while auditing procurement processes in
the normal course, shall invariably examine whether the procurement process was cancelled
and restarted at any stage; and if so, whether the cancellation and restart of the procurement
process subjected to audit adheres to the general discipline and rigour as mentioned at
paragraphs 5, 6 and 7 of these instructions.

Where an audit team discovers that a procurement process has deviated from the general
discipline and rigour as above in paragraphs 5, 6, 7 and 8, such a procurement process
should be subjected by the audit team to enhanced audit oversight and a more detailed
examination with a view to determine if competition and public interest in terms of
ensuring financial discipline were adversely affected in any way during the retendered
procurement process, and to give and record a specific audit observation in this regard.

Principal Director (PPG)

To

All DAIs/ADAIs

All DG/PDs at Headquarters

Heads of Department of Field Offices
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OFFICE OF THE ACCOUNTANT GENERAL (AUDIT-I1), KERALA,
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U ./Circular No.29
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Sub: Instructions on Retendered Procurement Processes.

FHUAT ITYad fIv IR G@ITerd Bt gRT Uidislt Hraferd o= ST J82/S1-PPG/2025
feri® 17.12.2025 (G Ta¥) & H1eqH ¥ SR GIERT Hdal SHET &1 T8 BRI gidbars
& oY T AWTORIET 3SR B 3R &M ¢ | 39 ST J10 Adoli-d Wiig dad
fuigT Bt dETURian | SReH-3uRd Td Gafdl-SMeTRd ef¥eIv UM & daH # SR
forar o 8, forew waeg Foia-RuRRor, et o gerar, wfawayf td SHfed & qRa
IR ORIy &1 fear T § | Wi Ufshanati ! aTuRiE & R Sriad 919 H K@i
fafafad ugqst & & o a1 9

Attention is invited to the Audit Instructions on Retendered Procurement Processes issued by
Headquarters vide PPG OM no. J82/S1-PPG/2025 dated 17.12.2025 (copy enclosed). The OM
has been issued in the context of adopting risk-based and efficiency-based approaches in the
audit of public procurement decisions with focus on timely decision-making, efficiency in
implementation, safeguarding competition and public interest. The following aspects
highlighted in the OM may be kept in view while auditing procurement processes:

1. U A, ST8T fordll Wi Ufshdl &1 AR &R g TR foedm T g, fajiy &0 9
IR-IR G: FAfdar smfd fee 9M & Amal & Sifg &1 ST 9Tee, dife 98
fuffed forar o1 9% for AR Td 1H: URY #vA &1 fufg i shifee R
MYTRA T 3faT g1 dUT TP URUMHGET fadd 31yar uRer faid 81+ g8
YT g |
Instances where a procurement process has been cancelled and restarted, particularly
repeated retendering, are to be examined to determine whether the cancellation and

restart were supported by sufficient justification and whether they resulted in delays or
avoidable financial losses.

2. WRIG Ufeha1 oI HfdaT 18 & aRU1 H dd R el fasar 1 =i e, Sa I faum
& Sfarid srdieiy TSRt & THa TRie ufshar @ Jeifid &is sdie/gfdes
%rq?ﬁo‘mws‘r AT U WTIHR GRT IR YraTs & forg Aifed Skt foear man

I
A procurement process at the contract formation stage should not be cancelled where
an appeal/review relating to the procurement process has been filed before an appellate
authority within the same department, or where notice for preliminary hearing has been
issued by such authority.




3. WRIG Uil &1 IEIHR01 G d: shdd Aiid uRfufadl # g1 foar S 9T |
ST 0 H, 37 91l & A1Y-1, FafaRad aRfufadl & Yaifed fear g -
Cancellation of a procurement process should generally be allowed only under limited
circumstances. The OM highlights, inter alia, the following situations:

o P}/ edl AMCS 3frd U4 ffdasyul U ¥ i ufaserd 2,
e R ReReg g ufaeayf 38

the technical/financial qualifying criteria were unduly and unreasonably restrictive,
resulting in inadequate competition;

o JH-ID! U 3fedl U diciardl gRT Sidd: TRatad Jed $I Sffd rm 74T,
the price finally offered by a technically qualified bidder was determined to be
unreasonable;

o HAAAY/HT 3§ TR B Hgdqul S=NeH & o1 SHTaRas et 3,
the goods/services/works were no longer required without significant modification
to the scope;

o TGP WRIG UiehdT ! §E 3@ g SMUle MY Uare Suas el 81 qahT U
YT IYb U B bl YU g1 T,
the anticipated fund flow necessary to sustain the procurement process had not
materialised or was unlikely to materialise;

o ORTSHT & SR 5g IV I URY T IR U | 3feicd & 3fad
BB & foTT U T,

the remaining time for project implementation was insufficient to justify award as
initially envisaged;

o YT P fHBRI a1 G& TRie GRTET B & fo wiie &1 ugfa d uRad
IR foaR fosar mar o |

or a change in the procurement method was contemplated for achieving more
economical or efficient procurement.

4. Iudad Ifcafad HHQ ePidTd® § | STl Wi Ufehdr &1 AR foran S g, a8l
fRE®Rr & SRl & fafead wu # siftifaRad fear s anfee | srafaa smo=
A it fam 173(xviii), Tegsil & Wiie et Agerd & WS 7.8(3) Td 7.6.11
JUT g fqUTT & fE=MAcer TRt F.1/1/2021-PPD &7 29.10.2021 & URT 11.8 |
g Tlic ufharsii & FR¥dBRN Td g: [fdar smHfEd o &1 ufdsifid &
Tl R&T U &1 it Ieera fhar mang |

The cases listed above are illustrative. Where cancellation is resorted to, the reasons are
to be recorded in writing. The OM also refers to safeguards restricting cancellation and
retendering of procurement processes contained in General Financial Rule 173(xviii),
Clauses 7.8(3) and 7.6.11 of the Manual of Procurement of Goods and para 11.8 of
Department of Expenditure Guidelines No. F.1/1/2021-PPD dated 29.10.2021.

5. HrRad 3194 8 5-Rad o ¥ J6a oreRn & Sfd SyaNT o A B
3R ot & 3y forum T § | ST URfe Ufaguid® TRIS Ufhar & GRM



JAM/RNERNRE fobT 7T Sieiiardradl gRT URdd Hed siferd! Uraesferd Hedl Bl gerl
# 3fud g Sl §, 981 ad 9 YR WR WRig UishdT &I Fd =1 o a1e o
Srenfora 3-Rad et o qiTcfore fopu U sichgrarst & 9 fasedt = o yrr =g foram,
Wi H fadd &1 SR 99 FobdT § 9UT URMS Ufauyieds ufhar & 3eg &1
A d R THaT g |

The OM also draws attention to instances of improper application of instructions
relating to e-Reverse Auctions (ERAS). Where the price bids of selected/shortlisted
bidders are found reasonable in relation to the estimated prices during the initial
competitive procurement process, cancellation merely because none of the shortlisted
bidders participated in a subsequent ERA could result in procurement delays and defeat
the purpose of the initial competitive process.

HEATer Hraierd gR1 FHaw e mar 8 fob @dia ufshansl &t eRamusien & SR oramuRian
3 I8 AR U J g B o 1 TRig Ufehar &1 fopt off oRor IR R % G: URY
fopam T T SfR, afe; T o T o1, ot T Tt AR TohRun Ud U: TR Fraterd 9= o
SfeRRIT WA 3RIH Ud oRdT b SReU fobam 7m0 | fchan | febfl i faerer
RATORIE B T8 FTRTT o 31efiF Tad gU faxqgd & U ¥ Sl o1 =gy, i ag Feiid
forar o 9o fos g: fAfafea @i ufshar & SR wfaegyf ud smfa, fored faxfta sra=maq
ot onfia 8, W ufdga uue o 76 ueT | T el | U faRky aarasien fewoh
AT BT T TBAT © |

Headquarters has directed that during the audit of procurement processes, audit teams shall
invariably examine whether the procurement process was cancelled and restarted at any stage
and, if so, whether such cancellation and restart adhered to the general discipline and rigour
indicated in the OM. Any deviation in the process should be subjected to enhanced audit
oversight and detailed examination to determine whether competition and public interest,
including financial discipline, were adversely affected during the retendered procurement
process. A specific audit observation may be recorded in such cases.

W@@Ww&a&ﬁaﬁwmﬁ&ﬁﬁm&nﬁmmam
A@IURIEN & T & SR &julﬂﬂéqwﬂﬁwm | sq&ﬁ%&ﬁwuﬁﬂmw
AT/ BT [daRTT, HAR BT T A0 DI T qUT BT 19 § Ifearad
fagaff W v fafry el o afthfera #Rd gu e Rufd fRue RideR 2026 & TuH I

& 3id TP TP R P IR fhdl ST |

The above audit instructions may be noted for compliance during the planning and conduct of
audit of infrastructure projects. A status report comprising the details of units in which these
instructions were exercised/no of instances covered and specific findings on the points covered
in the OM may be submitted to AG by end of first week of September 2026.

T g TNl ol SUdad ScRT/IRTARI & HIAaa &I WIfd R Heear o FRm
TG & G TG A g |

All the Group Officers are directed to closely watch progress of the implementation of above
instructions/advisories

(Jil's’lﬁ"@Wl'\r & &I%Qllﬂﬂli / Vide orders of Accountant General )
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Senior Deputy Accountant General (Admin &AMG 1)
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Sr. Deputy Accountant General/ AMG I, AMG II, AMG llII
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Secretary to Accountant General
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Sr. AOJAMG |, AMG II, AMG Il (For circulation to field parties)



