
PRICE ADJUSTMENT FOR SUPPLY AND MANDATORY SPARES 
 
(i)  The Contract price shall be subject to price adjustment during performance of the 

Contract to reflect changes in the cost of material in accordance with the provisions 
described below 

 
(ii)  The price adjustment provisions shall be applicable separately for price components 

relating to Supply of Equipment as per price break-up furnished by the Contractor.  
  

(iii)  Only following components of the Contract Price will be subject to Price adjustment: 
 

(a)  Ex-Works supply price of Plant and Equipment including commissioning 
spares, Mandatory spares. 

 
 (iv)  Price adjustment amounts towards aforesaid components of Contract Price shall be 

paid in the respective currencies of Contract (INR). 
 
(v)  The indices for price adjustment shall be as elaborated hereunder. 

 
(vi)  The price adjustment formula for the components of the Contract Price, as mentioned 

at Sl.No. (iii) above, shall be as stipulated hereinafter. 
 

(vii)  Ex-Works Price Component of Plant and Equipment including Mandatory Spares 
 
 
The amount of price adjustment towards variable portion payable/recoverable on each 
item shall be computed as under: 
Indices to be used for each item shall be as per Economic advisor WPI data for finished 
goods published at www.eaindustry.nic.in for respective month. 
Major list of Indices to be used for HVAC are specified in table A below 
 
Wherever indices of items are not directly specified in WPI data, Indices for the same 
shall be suitably decided during execution of contract. 

 
 EC against each item shall be calculated as per following formula 
 
 EC=    (P1– P0) x EC0 
                 P0 

 
 
Where 
 
EC = Adjustment to Ex-Works supply Price Component expressed in the currency of 
The Contract (INR) payable/recoverable to the contractor for each shipment/despatch. 

 
EC0 = Ex-Works supply Price for the plant and equipment in the currency of the 
Contract (INR), shipment/despatch wise. 
 
P1 = Indices as on date of dispatch  
P0 = Indices as on date of completion of delivery as per LOA.  
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Note:  

1) PVC shall be applicable only beyond original overall completion schedule as per LOA. 
PVC shall be applicable only if the delay is not attributable to contractor/ vendor. 
However even if the delay is attributable to vendor then also the negative price 
variation shall be passed on to BHEL. 
 

2) Though the calculation shall be done for each Billing Break up (BBU) item at the time 
of dispatch as per formula mentioned above, Total/Net price variation of package shall 
be calculated and settled at the end of all required supplies of the package and shall 
be limited to (+) 10% of Total Ex-Works Supply Price including Mandatory spares. 
 

 

 

                                                                        TABLE A 

Chillers 
Cooling Towers 
Steel pipes, tubes & poles 
Cold Rolled (CR) Coils & Sheets, including Narrow Strip 
Steel Container 
Air Conditioner 
Manufacture of plastics products 
Centrifugal Pumps 
Manufacture of Fabricated Metal Products, Except Machinery and Equipment 
Manufacture of other fabricated metal products 
Manufacture of lifting and handling equipment 
Manufacture of electronic components 
Manufacture of measuring, testing, navigating and control equipment 
Salt 

Manufacture of Water purifier 
Manufacture of Electric heaters 
Manufacture of steam generators, except central heating hot water boilers 
Manufacture of Fan 
Hand tools 
Processed rubber 
Air Coolers  
Manufacture of AC motor 
GC/GP sheets 
Manufacture Of Electrical Equipment 
Industrial Valves 

 

 
 
 



PRICE ADJUSTMENT FOR SERVIC PART (E&C) 
 

(i)  The Contract price shall be subject to price adjustment during performance of the 
Contract to reflect changes in the cost of labour in accordance with the    provisions 
described below: 

(ii)  The price adjustment provisions shall be applicable for price components 
relating to service part (E&C) as per price break-up furnished by the Contractor.  

(iii)  Only following components of the Contract Price will be subject to Price adjustment: 
 

(a) Service part (E&C) component of Contract Price. 
 
(vi)  The indices for price adjustment shall be as elaborated hereunder. 
 
(v) The price adjustment formula for the components of the Contract Price, as mentioned 

at Sl.No. (iii) above shall be as stipulated hereinafter. 
 

a) Indian Rupee Portion of the Installation Services 
ER = ER1 – ER0 
ER1 will be computed as follows: 
ER1 = ER0 (0.15 + Lb x (L1/ Lo)) 
                                                                                                                           
Where: 
ER = Adjustment to Erection & Commissioning price component of contract price expressed 
in Indian Rupees payable to the contractor for each billing. 
 
ER1 = Adjusted amount of Erection & Commissioning price component of contract price 
expressed in Indian Rupees payable to the Contractor. 
 
ER0 = Value of the Erection & Commissioning work done in the billing period, which shall be 
calculated as under: 
 
For the purpose of computing ER0, each Erection & commissioning bill (service part) during 
the E &C period up to the 'Completion of the Facilities' shall be calculated as described in 
this document. 
 
Lb – Coefficient of labour (for all categories) content in the Indian Rupee portion of the 
erection & commissioning =0.85 
 
L=Indian field labour index namely, all India consumer price index for industrial workers (All 
India Monthly Average) as published labour bureau, Shimla, Government of India. 
 
For the indices, subscript '0' refers to indices as on date of completion of delivery as per 
LOA.  
 
Subscript '1' refers to indices as applicable for the month of execution of the E&C work  
 
Note:  

1) PVC shall be applicable only beyond original overall completion schedule as per LOA. PVC 
shall be applicable only if the delay is not attributable to contractor/ vendor. However even if 
the delay is attributable to vendor then also the negative price variation shall be passed on to 
BHEL. 

2) The price variation shall be limited to +10% of total E&C price (excluding taxes). 




