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NATIONAL PROCI,IRNMENT COMMISSION

Your kind attention is drar'vn to supplement No. 2g dated 25.01.2016 to the procurement Manual2006 * Goods & works issued by tit* n*p"rt*ent of pubric Fiaance.

The sqction under Procurement Guideline Referenc e 5.4.6- Retention Money in works contracts
ff ffi?iltj#ffif i' :'*'*d'repealed bv supplernent No.l issued by rhe National

This Sapplement is effective from 24. 10.Z,AI7
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Democratic socialist Republic of sri Lanka

NPC Supplement - I
To the

PROCUREMENT }IANUAL

Issue Date 24 October 2017

(To be used along with Procurement Guidetines 2006 -
Goods & Works)

This supplement supersedes the section

PROCLIREMENT CrrnnErnm REFERENC E: 5.4.6
(RETENTION MONEY rN woRKs coNTkl,cTS)

In Supplement - 29 dated 2S.ALZ0h6
issued by the Department of Public Finance

NATIONAL PROCUREIVIENT C OMMIS SION



(1)

{2)

PROCUREMENT GUIDELIN1E REFERENCE: 5.4.6

RETENTION MONEY IN WORKS CONTRACIS

From all construction contacts, retention lnoney shall be deducted from the payments due to
the contractor to cover the period for remedying any defects. Retention money shall be
deducted &om the net payment due (including material at site) from interim payments before
making any adjustments for price fluctuation, VAT and advance payment recovery. No
retention money will be deducted &om the advance payment.

ln releasing this retention, the Employer will have the following options.

2.1 - If the contractor requests the release of&e retention as soon as it reaches the lirnit of
5Yo,the contractor may be allowed to replace the fuli amount of retention with an equivalent
security in the form of an unconditional and irrevocable guarantee issued by a bank acceptable
to the Employer and valid up to 28 days beyond the completion of Defects Liabllify Period.

2.2-Inlheaiternative, the contractormayrequest 50% ofretention to be reieased aftertaking
over af the Works by the Employer a*d the balance 50% be released upon salisfactory
completion af tl:e Defects Liability Period.

2-3 - The contractor may request 50% of retention to be released after taking over of the
Worla by the.Employer and the balance 50%;o to be replaced by an equivalent securify in the
forrn of an unconditional and irrevocable guarantee issued by any of the following agencies
and valid up to 28 days beyond the completicn of Defects Liability period:

{a) a bank acceptable to the Emplayer

(b) &e Construction Guarantee Fund

(c) Insurance agencies

Bank$ acceptable to the Employer for issuance of retention guare.ntee shall be;

{r) A Co*mercial Bank operating in Sri Lanka.

{ii) A Bank based in another country but the guarantee encashable through a bank
operating in Sri Lanka.

{3)



{4)

However the requirement of en-cashability of retention guarantees issued by a bank based in
another coun$, through a bank operating in Sri Lanka is not necessary, if t&e entity that
iszues the guarantee is an E4port Credit Agency of any foreign government or a reputed
Intemational Financier acceptable to the Central Bank of Sri Lanka.

The PE should note that in the event of an extensioa of the Defects Liability Period ofthe
Contrac! the PE would need to request an extension of this retention guaftntee from the
Guarantor. Such request rnust be i* writing and musl be made prior to the expiration date
established in the guarantee.


