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Sub: Purchase preference Policy (linked with Local Content) (PP - LC)

Reference is invited to circular No. 19/2017 dated 18.05.2017, whereby policy on
Purchase Preference (linked with Local Content) (PP - LC) has been notified. The provisions
of the said policy under the heading “Sanctions” interalia stipulates that a bidder who has
been awarded the contract after availing Purchase Preference is found to have violated the
LC provision shall be subject to financial penalty over and above the PBG value prescribed in
the contract. Accordingly, the successful PP-LC bidder is required to submit an additional
Bank Guarantee equivalent to the amount of PBG.

In the above context, issue is being raised by work centers that for a situation when a
PP-LC bidder emerges L1 without availing purchase preference, whether the additional Bank
Guarantee equivalent to the amount of PBG, should be necessary or not.

It is clarified that the need to submit additional BG for PPLC bidders arises to apply
financial penalty for violation of LC provisions in cases where the contractor has bagged
award after availing benefits under PPLC policy. Thus, in case a bidder has emerged L1
without availing purchase preference under the policy, then the need to fulfil requirement of
additional BG shall not be necessary. Accordingly, in such cases submission of additional
BG shall not be applicable.

Above guidelines should be meticulously followed by all concerned.

Negerine

(Ashwini Nagia)
ED-Chief MM Services
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