
66..00  PPuurrcchhaassiinngg  

The purchasing function is generally centralised in the headquarters office of the 
Controller of Stores. The recoupment or estimate sheets for stock items routed through 
the stores depots are received in the purchase office of the Controller of Stores for 
arranging procurement of all these items. The COS has full authority to scrutinize every 
demand, to question regarding quality of items and modify the quantities. 

For small value purchases, however, the depot officers as well as Divisional Railway 
Managers have been delegated powers to do local purchase. 

 

6.1  Agency for Purchase: Purchase of materials for Railway are arranged either as  

(1) Direct purchase by the Railway Administration  
(2) Purchase by the Railway Board, DLW, CLW, ICF, COFMOW, CORE 
(3) Purchase through the agency of Central Purchase organisation of the 

Government such as The Directorate General of Supplies & Disposals 
(DGS&D) 

6.2  Direct Purchase by the Railway: Items which are not arranged by the Railway 
Board and items which are not required to be purchased through the Central Purchase 
Organisations are procured by the Railway directly through the Controller of Stores. The 
C.O.S. arranges purchase through –  

1.  Global tenders involving worldwide sources that generally require Foreign Exchange.  

2.  Advertised Tender or Open Tender (Generally for items valuing over Rs 10 lakhs). 
For finalisation, Tender committee recommendations (Tender committee consisting of a 
stores officer, a user deptt. Officer and an accounts officer at appropriate level ) are put 
up to the competent authority depending upon the value of the case.  

3.  Limited Tender/ Bulletin tender to approved / registered suppliers for demands of 
value upto than Rs 10 lakhs.  

4.  Special limited tenders are issued if the value of the case is more than 10 lakhs and 
it is desirable to go for limited tender instead of Advertised Tender due to vital or safety 
nature of item or urgency subject to finance concurrence and competent authority’s 
sanction.  

5.   Single tender if there is only one source of supply (PAC - Proprietary Article 
Certificate) or if the item is of very small value - from Cash imprest by Cash purchase or 
if any Emergency has arisen. 



6.3  Stores Contracts: Stores contracts can be classified as - (1) Rate contracts (2) 
Running Contracts (3) Fixed Quantity Contracts.  

Rate contracts: These are generalised contracts entered into with suppliers for specific 
items and identifying all terms and conditions including the price, but quantity and 
consignee are not identified /specified. 

The contracts authorise specific orders being placed by nominated officers of Stores 
department for specific quantities, on the available terms, conditions and price without 
the need to go through the full procurement procedure. Thus, the rate contracts save lot 
of time in routine purchase work. 

Running Contracts: These are similar to rate contracts, but here the quantities that 
can be ordered against specific orders are limited to a maximum quantity and minimum 
quantity. 

Fixed quantity contracts: In these contracts, all terms and conditions including price, 
consignee and the quantity are identified at the first stage itself. Hence they are specific 
even at the first stage. These contracts lack the flexibility of Rate and Running 
contracts. 

6.4 Purchase by the Railway Board, DLW, etc : The requirements are 
consolidated in the COS's office and the indents are placed on centralized purchase 
agencies such as Railway Board, DLW, CORE, ICF etc. duly certifying the funds. The 
Railway Board mainly arranges the procurement of Rolling Stock complete units and 
POL including fuel. In addition Rails, fish plates, cast iron sleepers, wheels, tyres, 
axles, imported steel, certain nominated critical items like composite brake blocks, etc 
are procured by Board.  
 
 

6.5 Purchases through DGS&D: If DGS&D have entered into a rate or running 
contract, the railways are required to use the agency of DGS&D for such items. 
 
6.6 Tender finalisation: The tenders are to be decided to either accept the suitable 
offer out of all the tenders received or reject or file them. All the tenders in which 
acceptable offer is less than or equal to Rs 10 lakhs can be decided by the respective 
purchase officer as per the purchase powers delegated to him but, if the acceptable 
offer is valuing more than Rs 10 lakhs, then the tenders have to be discussed by a 
tender committee consisting of 3 officers; one from Stores Department, one from 
Consuming Department and one from Accounts Department. Officers below the rank of 
Senior Scale cannot be the members of a tender committee except the Accounts 
member, who is generally one grade lower. Tender Committee is a recommending 
body and its recommendations may/may not be accepted by a competent Tender 
Accepting Authority. Some of the points to be kept in mind for deciding tenders are as 
under:  
 



a. The offer should be technically suitable i.e., the material offered by the firm 
should be exactly as per our specification given in the tender enquiry. 
Offers of substandard materials are normally ignored.  

b. Out of all technically suitable offers, lowest offer is examined for 
reasonableness of rates.  

c. If the rate of lowest technically suitable offer is considered reasonable then 
it is to be seen whether delivery offered by the firm will meet our 
requirement with respect to delivery period and place of delivery.  

d.  After satisfying about (a), (b) & (c) above, we see that the firm is reliable 
and has satisfactory record of past performance.  

e. Finally before accepting the offer, we see that all terms and conditions 
offered by the firm are acceptable. We normally, place all our purchase 
orders as per "Indian Railways standard (IRS) Conditions of Contract”. As 
per these conditions, we have the right to reject substandard materials, 
levy liquidated damages for delayed supplies, make risk purchases in case 
of default, etc. 

6.7  Placement of Purchase Order: When the tenders have been decided, 
purchase officer records acceptance on the tender accepted by him and then the 
purchase case is passed on to the respective purchase section for preparation of 
purchase order. After the purchase order has been signed by the purchase officer, it is 
sent to Accounts Department for pre-check if value is more than Rs 4,00,000/-. All 
purchase orders issued against demands submitted by Stores Depots for stock items, 
availability of funds out of purchase grant is to be ascertained from Accounts 
Department. For this purpose, Accounts Department maintains an upto date liability 
register. At the time of issue of purchase order, value of purchase order is posted in the 
liability register and  funds certificate is recorded on the purchase order. Finally, the 
purchase order is numbered. Purchase order Number consists of 16 digits out of which 
first 8 digits are same as Demand number or Tender No., 9th digit indicates mode of 
purchase, 10th to 14th digits are serial number which are allotted paying authority wise, 
15th & 16th digit indicates serial number of the item, consignee, delivery date, if there are 
more than one item, consignee, delivery dates respectively in the purchase order. 
Purchase orders valuing more than Rs. 4.0 lakhs are pre-checked by finance to avoid 
any mistakes. After numbering, the purchase order is dispatched to suppliers by 
registered post A.D. 

6.8 Contract Administration: The purchase activity is not over only on placement of 
purchase order. For getting the material in time, contract has to be properly 
administered. Immediately on placement of orders or after some time, we may get 
request from supplier for amending some of the clauses of the purchase order. All these 
requests have to be examined in proper perspective and amendments (or modification 
advices), if needed against the purchase orders are issued. For all the amendments, 
which may result into financial repercussions, we may have to take finance 
concurrence. If the supplier is not able to supply the materials within the stipulated 
delivery period, then as per law of contract, contract expires. Further extension has to 
be with mutual consent. Normally suppliers request for extension of delivery date and 



this is examined keeping all relevant factors in mind. As per IRS conditions of contract, 
we have right to recover liquidated damages for any loss or inconvenience suffered by 
us due to delays in supply of material. Sometimes, firms fail to supply the materials. As 
per IRS conditions of contract, if the firm fails to supply the material, we can purchase 
the material from the alternative sources at the risk and cost of the supplier i.e. if we pay 
any higher prices to the alternative source, the difference can be recovered from the 
defaulter. These purchases from alternative sources are known as risk purchases. In 
order to ensure that risk purchase is legally tenable, we have to follow certain 
procedures by which reasonable opportunity to make good the loss is given to the 
supplier and the risk purchase has to be arranged within a reasonable time (Which is 
normally 6 months for readily available items and 9 months for specific manufacturing 
items) from the date of breach of contract. Sometimes disputes may arise in the 
execution of the contracts. If the dispute cannot be mutually settled, then as per IRS 
conditions of contact, it is to be referred to a sole arbitrator appointed by the General 
Manager and decision of the arbitrator will be final in such a case.  ̀

6.9 Supply of materials: Materials against purchase orders placed by Controller of 
Stores are supplied to the consignee mentioned in the purchase order. 

6.10 Imported Stores and Indigenous Stores: In 1950-51, 23% was the proportion 
of imported stores out of all type of procurements and now it is only of the order of 3% 
to 5% by progressive indigenization. 

7.0    Receipt & Inspection of Stores 

The stores ordered by the Railways or by the Central purchase organisations are 
delivered either to a Stores Depot for the purpose of inspection and stocking in that 
depot or for onward dispatch to the user or are directly delivered to the user himself. In 
some of the purchase contracts the materials are inspected by the nominated inspecting 
authorities before dispatch of these materials. In these cases generally payments of 
90% to 98% are released on proof of inspection certificate and dispatch. The balance 
payment is only released on final inspection by the consignee to whom the material is 
delivered by the supplier. In cases where such a clause for advance payment is not 
provided, 100% payment is made only after the material is received, inspected and 
accepted by the consignee and the bill is certified or receipt note granted. It is important 
that whether any inspection has been earlier carried out or not the consignee must 
inspect within reasonable time the materials properly and certify the bills or inspection 
notes. For inspection, the agency of test houses or Chemist & Metallurgist etc. may be 
employed. Pre inspection of materials is done by RITES/ RDSO/ DOI/ any other 
nominated agency. If after inspection the items are found to be not acceptable a 
rejection memo is issued indicating the reasons of rejection. If the stores are pre-
inspected by an inspecting agency, then the consignee should arrange for the joint 
inspection and the finding of joint inspection will be final. The rejected material is 
returned to the supplier if no advance payment is made and after checking whether any 
ground rent is due etc. He is asked to tender fresh supplies to fulfill the contract. 


