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ELIGIBILITY 

Following are some examples from ADB-financed contracts that have issues 
related to eligibility of the bidders. For each example explain how the bid should be 
evaluated. 

1. On an agriculture project in Pakistan bids were requested for the supply 
of fertilizer bags. One bidder from the Netherlands offered bags 
manufactured in People’s Republic of China (PRC). The bid stated the 
bags would be shipped to Pakistan on a ship registered in Dubai. 
Netherlands and PRC are member countries of ADB. Dubai is not a 
member country. 

2. Bids for a road project in PRC included a requirement for a 
telecommunications system. One bidder, a Chinese contractor, offered 
equipment that was manufactured in South Africa. The value of this item 
was 5.2% of the total bid price. South Africa is not a member country of 
the ADB. 

3. ADB investigated the relationship between two bidders for a contract in 
India. The two companies each submitted bids for the same contract as 
separate companies with different names. The investigation found that the 
two companies had the same head office address and that the owners 
were brothers, living at the same address. 

4. An American company bid for the supply of fabricated steel poles, which it 
manufactures at its factory in the United States. It obtained the steel from 
Mexico. USA is a member country of the ADB. Mexico is not. 

5. An American company bid for the supply of tools. The company is owned 
and managed by Americans and manufactures the offered tools at its 
factory in the United States. The company had incorporated in the 
Cayman Islands for tax purposes. 
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ELIGIBILITY 

There are two aspects to eligibility. The bidder must be eligible to participate in 
the bidding and the goods or services that the bidder offers must be eligible. The 
Standard Bidding Documents describe these two requirements. They can be applied to 
the cases described as follows:  

1. The bidder is eligible as it is a national of an ADB member country 
(Netherlands). The goods were manufactured in a member country (PRC) 
and are therefore eligible. The nationality of the shipper is not taken into 
account. It should also be noted that eligibility of the goods is determined 
by the place of manufacture, and the nationality of the manufacturer is not 
taken into account. This bid can be accepted. 

2. The bidder is Chinese and therefore is eligible. However, one item of the 
offered goods (the telecommunications equipment) is not eligible. As the 
value of the ineligible item is less than 10% of the bid price, the deviation 
is considered minor. The bid can be accepted, excluding the 
telecommunications equipment. During evaluation, the bid price will need 
to be adjusted to account for the ineligible item. If the bid wins, the EA will 
need to obtain telecommunications equipment that meets the eligibility 
requirement, either though negotiation with the winning bidder, or through 
other means. 

3. This case deals with conflict of interest. The Standard Bidding Document 
for procurement of goods states that bidders are considered to have a 
conflict of interest if they “have a relationship with each other, directly or 
through common third parties, that puts them in a position to have access 
to information about or influence on the Bid of another Bidder”. The ADB 
investigation found that these two bidders had a conflict of interest and 
their bids were both rejected. 
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4. This case deals with the source of the goods. Remember that it is the 
country of origin (place of manufacture), not the nationality of the 
manufacturer that determines eligibility. Furthermore, it is the place of 
manufacture of the final item that is of concern, not the materials or 
components that go into the manufactured item. The Standard Bidding 
Document for procurement of goods states “The term country of origin 
means the country where the goods have been mined, grown, cultivated, 
produced, manufactured, or processed; or through manufacture, 
processing, or assembly, another commercially recognized article results 
that differs substantially in its basic characteristics from its imported 
components”. In this case, the country of origin is the United States and 
the bid can be accepted. 

5. This case deals with the nationality of the bidder. The goods are 
manufactured in the United States and therefore eligible, but the bidder is 
incorporated in the Cayman Islands (not a member country of the ADB). 
The Standard Bidding Document for procurement of goods states “A 
Bidder shall be deemed to have the nationality of a country if the Bidder is 
a citizen or is constituted, or incorporated, and operates in conformity with 
the provisions of the laws of that country”. Because the bidder is 
incorporated in a non-member country, it is ineligible and its bid must be 
rejected.  
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PRICE ADJUSTMENT FOR TECHNICAL COMPLIANCE 

On a contract to supply pipe to a water supply project, the bidding documents 
allowed bidders to bid for either asbestos cement or steel pipe. Specifications were 
provided for both. The EA planned to award a contract to the offer that met the 
specifications and offered the lowest evaluated price. Six bids were received, of which 
the three lowest were selected for detailed evaluation.  

Bidder Technology  Price 
Bidder 1 Steel Pipe $8.6 million 
Bidder 2 Steel Pipe $9.0 million 
Bidder 3 Asbestos Cement $9.2 million 

 

During evaluation, the Executing Agency (EA) encountered a technical issue that 
it had not anticipated when developing the specification. The EA realized that steel pipe 
was subject to corrosion, which did not affect asbestos cement pipe. To solve this 
technical issue, the EA decided that cathodic protection should be provided if steel pipe 
were selected. Cathodic protection involves a special material that protects steel pipe 
from corrosion. 

To deal with the new requirement, the EA adjusted the bids for steel pipe by 
adding to the offered price the cost of providing the cathodic protection. This was done 
even though the bidding documents clearly did not specify cathodic protection, nor did 
they state that provision of cathodic protection would be used as a factor in the 
evaluation of bids. The EA justified its decision because the bidding documents stated, 
"to determine the lowest responsive bid, operation and maintenance costs will be 
considered". 

After adjusting the offered prices of bidders 1 and 2, who offered steel pipe, the 
offer of bidder.3 became the lowest evaluated bid. The EA proposed to award the 
contract to bidder 3. 

1. Do you agree with the EA’s evaluation? If not, which bidder should be 
awarded the contract? 

2. Assuming that cathodic protection of steel pipe is needed, how should the 
EA obtain it? 
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PRICE ADJUSTMENT FOR TECHNICAL COMPLIANCE 

It is incorrect to apply criteria in the evaluation of bids if they have not been 
specified in the bidding documents. Since cathodic protection was not specified in the 
bidding documents as a requirement, the cost of providing it cannot be applied in 
determining the evaluated price. There are different ways of dealing with an 
unanticipated technical requirement, depending on when it is identified. 

 If it is found after bidding documents are issued, but before bids are 
opened, and that the bid documents require modification, the bidding 
documents should be amended by issuing an addendum. It should also 
change the date set for the opening of bids if that is necessary to give 
bidders sufficient time to take the modifications into account in their bids. 

 If the specifications in the bid documents need  to be changed after bids are 
opened, the Executing Agency (EA) must examine whether the new 
requirements are of such magnitude that all bids should be rejected and 
new bids invited. This would occur only if fundamental changes in the EA’s 
requirements have occurred — for example, if the bill of quantities have to 
change substantially based on a revised design, or if major characteristics 
of equipment (such as capacity) have to be changed. 

 Otherwise, bids must be evaluated in accordance with the specifications 
and procedures stated in the bidding documents. 

In this case, the specifications were faulty because they failed to include the 
requirement for additional protection of steel pipe. All bids complying with the 
specifications for either steel pipe or asbestos cement pipe were acceptable and were 
accepted. It would be unfair to the bidders offering steel pipe to treat their bids as if 
cathodic protection had been specified. They might well have offered asbestos cement 
pipe had they known that the cost of cathodic protection would be an evaluation factor. 

The EA justified including the cost of cathodic protection in its evaluation 
because of the statement in the bid documents on operating and maintenance costs. It 
reasoned that protecting pipes against corrosion is a maintenance cost. This is incorrect. 
Evaluation factors can be applied only if they are specifically stated in the bid documents 
and the method of their application is specified (such as operating costs of the cathodic 
protection). 

Having determined that cathodic protection equipment is necessary, the EA has 
two options to obtain it: It can negotiate with the selected supplier of steel pipe, or obtain 
the required cathodic protection through a separate procurement process.  
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WASTEWATER TREATMENT PLANT IN PEOPLE’S REPUBLIC OF CHINA 

Bids were invited for the supply, delivery and erection of a wastewater treatment 
plant using ADB’s Plant-Design, Supply, Install Standard Bidding Documents, following a 
two-stage bidding procedure. The contract was estimated at $8.6 million. A total of 21 
firms purchased bidding documents. Seven firms, four local and three foreign, submitted 
technical proposals in the first stage of bidding. The EA, with ADB’s approval, invited 
second stage bids from the six firms who were considered as technically qualified.  

Out of the six firms, only four submitted bids in the second stage. In the course of 
the technical and financial evaluation of the bids, the following deficiencies and 
deviations were found.  

 Bidder A submitted its bid in time for the bid opening. The bid was 
accompanied by a fax advising that it had instructed a local commercial 
bank to issue a bid security. The fax said that, due to misunderstandings 
in its communications with the bank, the security was not issued but 
would be delivered to the EA within two days.  

 Bidder B did not mark its bid envelopes properly and some of the 
attachments contained typing errors, which made evaluation somewhat 
difficult.  The Chief Executive Officer (CEO) of the company authorized 
someone to sign the bid.  

 Bidder C did not submit with its bid the required technical guarantee from 
its proposed equipment supplier. The bidder advised the EA that it would 
provide the guarantee if awarded the contract.  

 All four bidders bid as joint ventures or in association with others. Only 
Bidder D submitted a joint venture agreement with its bid, although it did 
not comply with the requirement for joint and several liability. The other 
bidders described the arrangements and spelled out the respective 
obligations of their association/joint venture arrangements. During bid 
evaluation, all bidders were requested to submit joint venture agreements 
that complied with the requirements. Only Bidder D complied with the 
request. 

Evaluate the bids considering these deviations. Which of the four bids have 
minor deviations and which ones have major deviations? 
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WASTEWATER TREATMENT PLANT IN PEOPLE’S REPUBLIC OF CHINA 

As a rule, "major" deviations from the provisions of the bidding documents (also 
called "substantive" or "material deviations") are cause for the rejection of the bid as 
non-responsive. Bids containing "minor" deviations ("non-substantive" or non-material" 
deviations) are not rejected. The deviations are evaluated by assessing the financial 
value. This evaluated amount is then used to adjust the bid price to come up with the 
"evaluated bid price". In determining if a deviation is major or minor, the evaluator can 
use the following as a guide 

A major deviation  

 is a deviation that has an effect on the validity of the bid 

 is something that has been specified in the bidding documents as 
grounds for rejection of the bid 

 is a deviation from the commercial terms or the technical specifications in 
the bid documents whose effect on the bid price is substantial but cannot 
be given a monetary value 

A minor deviation  

 has no effect on the validity of the bid 

 has no effect on the price, quality or delivery of the goods or services 
offered 

 has such effect but the difference from the commercial terms or technical 
specifications in the bid documents is such that it can be given a 
monetary value 

 Is something that has not been specified in the bid documents as grounds 
for rejection of the bid, provided that the total amount of adjustments for 
such deviations does not exceed a previously determined percentage of 
the bid price 

 As a guide, individual deviations of less than 10% of the bid price, or 
cumulative deviations of less than 15% of the bid price, can be 
considered minor. 
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Bidder A: Although the delay in the submission of the bid security may have 
been due to circumstances beyond the control of the bidder, the length of the bidding 
period was adequate to permit bidders to make arrangements for the timely submission 
of the bid security. The bidder is responsible for the timely submission of the security.  
Bidder A's bid was rejected. 

Bidder B: Failure to mark the bid envelopes correctly is considered a minor 
deviation from the provisions of the bidding documents. Such a deviation has no effect 
on the validity of the bid, and is not substantial in nature. Similarly, if an authorized 
representative of the bidder signs a bid, it is valid and binding. It does not have to be 
signed by the Chief Executive of the bidder company. These deviations would not be 
cause for rejection of the bid. Bidder B also did not submit a joint venture agreement, an 
area in which all bidders deviated to varying degrees. The EA requested each bidder to 
submit a post bid-opening joint venture agreement conforming to bid requirement. Only 
Bidder D complied with the request and so Bidder B was rejected for failing to comply 
with the request. 

Bidder C: The EA rejected the bid of Bidder C because it did not submit with its 
bid the required technical guarantee from its foreign associate. The EA considered this a 
major deviation. The documentary evidence submitted to the ADB by the EA with the bid 
evaluation report, stated that the foreign company disassociated itself from the bid 
submitted by this bidder and confirmed its association with another bidder. 

Bidder D: Bidder D submitted a joint venture agreement among the parties 
concerned. However, it did not clearly state that in addition to being responsible for their 
respective component parts, each party would also be jointly responsible for execution of 
the whole contract. Bidder D complied with the EA’s post bid-opening request and 
submitted a supplementary agreement, signed by all consortium parties, providing for 
undertaking joint as well. This was considered acceptable and Bidder D’s bid was 
accepted.  



 
Project Implementation and Administration Seminar 

Case Studies 
BE04 

Bid Evaluation 
 

 
 
 

24 

POWER SECTOR CONTRACT 

Three bids were received for the supply, delivery and installation of transformer 
and substation equipment. The arithmetically corrected offered prices are as follows: 

Bidder A Bidder B Bidder C 
$10,857,000 ¥1,601,928,750 $12,459,000 
¥5,618,780   

RM2,840,800   
£394,110   

 

The bidding documents specified that the exchange rate on the day of bid 
opening would be used for the purpose of converting the various bid currencies into a 
single currency for bid comparison. The chosen currency for bid comparison was the US 
dollar. The following published rates were used for converting currencies: 

Currency Rate/$ 
Japanese Yen ¥125.00 
Malaysian Ringit RM2.50 
British Pound £0.60 

 

All three bids were evaluated as substantially responsive, each with minor 
deviations. Taking into account the noted deviations, calculate the evaluated bid price for 
each bid to determine who should be awarded the contract. 

Scope 
 Bidder A omitted to quote a price for mandatory spare parts. The highest 

price quoted for these spare parts by the other bidders was $68,000. 

 Bidder B omitted to quote a price for a control unit. The highest price 
quoted for this filter by the other bidders was ¥17,000,000. 

 Bidder B also included in its bid price optional spare tools worth $69,630. 
The bidding document specified these tools as optional, not to be 
included in the bid price. 

 Bidder C’s bid fully met the scope of supply requirements 
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Operating Efficiency: The bidding documents specified that operation cost would be 
evaluated on the basis of the efficiency of the transformers over a 15-year period at 
present value of cost. 

 Bidder B offered the transformer with highest efficiency and no price 
adjustment was required 

 The calculated operating cost for the efficiency of the transformer offered 
by Bidder A was $248,990 

 The calculated operating cost for the efficiency of the transformer offered 
by Bidder C was $124,500 

Commercial Terms: The bidding documents specified terms of payment would be 70% 
upon shipment and 30% upon acceptance. Payment would be made against a 10% 
bank guarantee, to be valid through the warranty period. Bidders were allowed to 
propose alternative terms. Commercial prevailing interest rates at the time of evaluation 
of bids were 6% per annum. The period between date of shipment and acceptance of 
equipment was estimated to be 90 days. 

 Bidder A proposed 75% upon shipment and 25% upon acceptance, with 
the required10% bank guarantee. 

 Bidder B proposed 100% upon shipment with a 25% Bank guarantee, 
which would be reduced to 10% after acceptance. 

 Bidder C complied with the stated requirements 

Liquidated Damages: The Bidding documents specified a ceiling for liquidated 
damages of 10% of the contract price.  

 Bidder C offered a maximum limit of 5% of the contract price 

 Bidders A and B complied with the stated requirements 
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Work Sheet 

Item Bidder A Bidder B Bidder C 
A Corrected Bid Prices  

(in common currency) 
   

B  Scope Adjustments    
 1.     
 2.     
 3.     
      
Bid Price Adjusted for Scope    
      
C Efficiency Adjustments    
 1.     
 2.     
 3.     
      
D. Commercial Terms    
 1.     
 2.     
 3.     
      
E Liquidated Damages    
 1.     
 2.     
 3     
      
Evaluated Price    
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POWER SECTOR CONTRACT 

For the purpose of evaluation, all bids must be converted to a common currency. 
The currency used for comparison could be the currency of the EA’s home country, or it 
could be another currency such as US dollars. In this case, US dollars was used as the 
comparison currency, with all bid currencies converted to US dollars at the published 
exchange rate on the date of bid opening. After converting to a common currency, the 
following adjustments were made. 

Scope 
 Bid A was increased by $68,000 to account for the missing mandatory 

spare parts. The value of the missing spare parts was assessed by 
comparing it to the amounts bid by other bidders. Other valuations could 
have been used, including the engineer’s estimate, or market prices. 

 Bid B was increased by ¥17,000,000 (equivalent to $136,000) to account 
for the missing control unit. The value of the missing unit was assessed 
by comparing it to the amounts bid by other bidders. 

 Bid B was further decreased by $69,630 to remove the cost of the 
optional tools. These should not have been included in the bid price. 

Operating Efficiency: Bid B offered the transformer with highest efficiency. This was 
used as the base for comparison with adjustments made to the other (lower efficiency) 
bids. 

 Bid A was increased by $248,990 

 Bid C was increased by $124,500 

Commercial Terms: The bidding documents specified terms of payment of 70% upon 
shipment and 30% upon acceptance. Bidders were allowed to propose alternative terms. 
Commercial prevailing interest rates at the time of evaluation of bids were 6% per 
annum and the period between date of shipment and acceptance of equipment was 
estimated to be 90 days. The cost of money between shipment and acceptance is 1.5% 
(6% multiplied by 3/12). The offer of Bidder B to increase its bank security is not taken 
into consideration. All bidders are required to provide a guarantee of at least 10% of the 
contract price—anything less would be a major deviation, but higher amounts are not 
considered for the purpose of evaluation. The adjustments are: 
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 Bid A is increased by an amount equal to the cost of money (1.5%) for the 

additional payment it requires upon shipment (75% instead of 70%, or an 
additional 5% of its bid price, arithmetically corrected and adjusted for 
scope of supply). 

 Bid B is increased by an amount equal to the cost of money (1.5%) for the 
additional payment it requires upon shipment (100% instead of 70%, or 
an additional 30% of its bid price, arithmetically corrected and adjusted for 
scope of supply). 

Liquidated Damages: The bidding documents specified a ceiling for liquidated 
damages of 10% of the contract price. If a bidder specifies a lower amount, this is in 
effect, money that the EA would not be able to collect if the schedule is delayed beyond 
the maximum of the liquidated damages. 

 Bid C is increased by the full amount of the reduction to maximum 
liquidated damages (5% of its bid price, arithmetically corrected and 
adjusted for scope of supply) 

After the bid prices are adjusted, Bidder B has the lowest evaluated price and is 
awarded the contract. The evaluated price is derived only for the purpose of comparison 
and to determine who is awarded the contract. The contract price is the bid price 
(including arithmetical corrections). A bidder can only be obligated to enter into a 
contract to supply what it said it would, at the price it offered. Where there are missing 
items, these can be negotiated into the contract, with the resulting increase in contract 
price. 
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Solution 

Item Bidder A Bidder B Bidder C
A Corrected Bid Prices  

(in common currency) 
12,695,120 12,815,430 12,459,000

B  Scope Adjustments 
 1. Missing spare parts 68,000
 2. Missing control unit 136,000
 3. Excess tools -69,630
   
Bid Price Adjusted for Scope 12,763,120 12,881,800 12,459,000
   
C Efficiency Adjustments 
 1. Transformer 248,990
 2. Transformer 124,500
   
D. Commercial Terms 
 1. 12,763,120x5%x1.5% 9,572
 2. 12,881,800x30%x1.5% 57,968
   
E Liquidated Damages 
 1. 12,459,000x5% 622,950
 2.  
 3  
   
Evaluated Price 13,021,682 12,939,768 13,206,450

 

 




