Ref: 144/M/2021-2022 dated 28th May, 2021
Smt Nirmala Sitharaman Ji,
Hon’ble Finance Minister,
Ministry of Finance,
134-A, North Block
New Delhi -110011

Respected Madam,

Sub: Second Wave of Covid 19- Disruption in Construction Activity- Office Memorandums- Reg
Under your stellar and dynamic leadership you have been reviewing system and procedure to
optimize outputs and outcomes of public expenditure. We are very sure that with your honest and able
approach expenditure management in the central Ministries will be optimized.
The Builders Association of India (BAI) is the apex All-India body of engineering construction
contractors and real estate companies founded in the year 1941 with more than 20,000 business entities
as its members through nearly 200 chapters across the country.
As you are aware, second wave beginning in March 2021 of Covid 19 has been much stronger
and larger than the first, with shortages of vaccines, hospital beds, oxygen cylinders and other medicines
in various parts of the country. In the absence of a nationwide lockdown and with Covid-19 cases on a
steady rise, a number of states in India have imposed complete lockdowns to reduce the spread of
the coronavirus virus amid a deadly second wave. Even the states that have not opted for state-wide
lockdowns have induced lockdown-like strict curbs on the movement of people.
Hence, the construction activities have been disrupted and even though there is no ban as such
on construction works, the works have suffered and have, therefore, either stopped or working with
hardly any activity. The various reasons are:
1) Lack of Migrant Labour: The fear of Corona is making migrant labour leave and go back
to their hometown. The contractors have tried making all efforts like financial help, arrangement
of medical facilities, hygienic accommodation observing the social distancing norms and
wholesome diets to make them comfortable. All these efforts have been in vain as the fear of
Corona has pushed these labours in going back to their hometown.
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-22) Lack of Construction Material: Due to lockdowns in the various states, the manufacturing
is thus impacted and the transportation of the material is also faced a huge impact due to shortage
of drivers as again they have left for their hometown due to fear of lockdown. Moreover since
the construction material does not come under the essential commodities, it is not being allowed
to be transported. Due to the absence of construction material, migrant labour is also leaving as
there is no work. Even if any manufacturer/ supplier is ready to send the goods, they are unable
to reach the site.
3)
Lack of Staff at Work Site: The staff at various sites have fallen prey to Corona and the
attendance has been very erratic. Because of one incident of Corona, other are also being placed
under quarantine thus effecting the entire progress of the work.
4)
Lack of Client’s Staff: Even the officers from the monitoring client side are not coming
to site because of fear of Corona. Some have either caught the disease and others are taking
precautions.
5)
Lack of Staff of Third Party/ Consultant- The staff of the third party / consultant are
unable to attend to the requirements of the site thus impacting the progress at site.
6)
Lack of Hired Construction Machinery: Again the scarcity of the drivers, the hired
construction machines are idle.
Therefore it can be clearly seen that construction industry is going through a very difficult time
and you would also agree that the second wave of Corona is causing more damages than the first one
we saw in 2020 and has caused various disruptions. The contractors are incurring considerable financial
losses as the expenditure on the enormous infrastructure has to be maintained even if the work has been
stopped. Some of our members have even met their unfortunate demise due to this dreaded disease and
some are still suffering.
The Department of Expenditure was kind enough to issue several Office Memorandum
during the first wave of Corona in 2020 and to tide over these difficult times and on similar line
we earnestly request.
1.
Vide Office Memorandum No F 18/4/2020-PPD dated 19 February 2020 it was clarified
that corona virus in 2020 will be considered as a case of Force Majeure Clause (FMC) and FMC
may be invoked.
On similar lines, this second wave of corona virus in 2021 may also be clarified to be
considered as a case of Force Majeure Clause (FMC) and FMC may be invoked
2.
Vide Office Memorandum No F 18/4/2020-PPD dated 13 May 2020 it was directed that due to Corona virus and hence the FMC clause- the completion period of the existing contracts
shall be extended for a period of up to 6 months for all contractual obligations which had to be
completed on or after 20th Feb 2020.
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On similar lines new directions may be issued that the completion period of the existing
contracts shall be extended for a period of up to 6 months for all contractual obligations
which had to be completed on or after 20th Feb 2021.
3.
Vide Office Memorandum No F 18/4/2020-PPD dated 13 May 2020 it was directed to
return the value of Performance Security to the contractor as is proportional to the contract work
completed.
On similar lines, new directions may be issued to return the value of the Performance
Security to the contractor as is proportional to the contract work completed.
4.
Vide Office Memorandum No. F.9/4/2020-PPD dated 12 November 2020 it was directed
to reduce the Performance Security from existing 5-10% to 3% of the value of the contract.
Further it stated that for all existing contracts/ all tenders/ contracts issued/ concluded till
31.12.2021 should also have the provision of reduced Performance Security.
On similar lines this deadline of 31.12.2021 may be increased till 31.12.2022.
5.
Vide Office Memorandum No. F.9/4/2020-PPD dated 12 November 2020 it was directed
that no provisions regarding Bid Security should be kept in the Bid Documents in future and
only provision for Bid Security Declaration should be kept in the Bid Documents. The above
instructions will be applicable for all the tenders issued till 31.12.2021.
On similar lines this deadline of 31.12.2021 may be increased till 31.12.2022.
Further as we have already detailed, the entire construction industry is going through a very
bad time and hence requires all reasonable and considerate help. You have been kind enough to reduce
the burden on the contractors by issuing various Office memorandums as detailed above during the
first wave of corona.
However few inadvertent omissions have been there to this noble gesture. These are:
1.
Return of Retention/ Security Money. The Retention Money (which is a part of the
Performance Security till construction period) should also be released in proportion to the work
already executed. Further retention money for a period of 6 months may not deducted from the
bills raised by the contractors.
2. Penalty in delay in Submission of Performance Security/ Bank Guarantee: Due to the
financial hardships because of Corona and as detailed above, the penalty for delay in submission
of Performance Security/ Bank Guarantee in the new contracts entered into during February
2021- September 2021 should be waived of.
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-4In the end we also respectfully submit that:Option 1: As the executing authorities have the retention money with them (which is a part of
the Performance Security till construction period) the additional Performance Bank Guarantee should
be released totally so that the bank charges on the these bank guarantee could be saved and help in this
difficult time. In such cases the executing authorities will have the retention money as the safeguard.
Option 2: In case there is some reservation regarding releasing the entire performance bank
guarantee, 50% of the retention money (which is a part of the Performance Security till construction
period) with the executing authorities should be released.
We hope that you would give your most sympathetic consideration to these very genuine request
and may issue office memorandum which would be applicable to all departments, attached offices
organisations working under central government.
Few organisations had delayed the implementation of the guidelines issued by you vide various
office memorandums detailed above and thus the relief was delayed/ denied to the contractors for several
months.
Once the lockdown is lifted, you may take out some time from your busy schedule to give a
sympathetic audience to members of our association who are soldiers at the front in your endeavour for
the growth of the Country.
Thanking you,
Yours faithfully,

R.N Gupta
President,
Builders Association of India
Mob: 98100 11139

