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Circular No. 18/2017

No MAT/PMC/13(21)PP-LC/2017
Dated: 16.05.2017

Sub: reference Policy (linked

1.0 Vide letter No. 0-27011/44/2015-ONG/IVFP dated 25.04.2017, MoPNG has notified
Gowt. policy for providing Purchase Preference (linked with Lacal Content) (PP - LC) in all
PSUs under MoPNG for awarding a specified percentage of the tenderad quantity to the
lowest techno-commercially qualified LC bidder, subject to meeting certain conditions as
stipulated in the policy A copy of said policy document is enclosed for reference
(Annexure-1),

2.0 The said policy shall be applicable in ICB/NCB tenders for procurement of Goods,
Services and EPC contracts pertaining to Oil & Gas business activities as mentioned at
Enclosure-| of the enclosed policy document which is placed at Annexure-1. However, the
policy shall not be applicable for Deepwater/ HP-HT operations for the time being. Further, in
tenders for charter hinng of offshore vessels, where DG, Shipping guidelines are applicable.
this policy shall not be applied

21 In accordance with the provisions of aforesaid policy, tenders for oil and gas services
! EPC contracts shall normally not be split. Accordingly, provisions for splitting the contract
shall not be kept in the tenders for EPC contracts. However, in case certain type of services
can be split, in such cases, splitting shall be allowed and specified in tender document

2.2  In case tendered goods / services are absolutely non splitable or non-dividable,
provisions for splitting the quantity shall not be kept. For such procurement, the tender would
specify that the entire contract would be awarded to the lowest techno-commercially qualified
L.C bidder, subject to the conditions of the policy.

2.2.1 The decision as to whether the tendered quantity can be divided/split in a tender or
cannot be procured from multiple sources, should be carefully examined by the Indenting
Section before conveying the requirement to the concemed MM Section considenng the
following facts:

(i) Based on number of tendered items.

(i) Based on the need to have a standard product from operational and working
view point. |.e. Standardization of items,

(i) Based on requirement to ensure Interchangeability of items and their
components manufactured by different manufacturers.

(iv)  Based on the need to maintain minimal Inventory of spares because for items
manufactured by different manufacturers, separate inventory of spares would
have to be maintained

(v) Compatibility of one make/mode! including components of that item with the
other

(vi)  Uniformity of having one make / product.



(vi)y Based on the convenience in having easier after sales service and
maintenance in future,

(vii) Based on need to have one type of tooling for use with one type of item.

(ix)  Based on what methodology was followed in the past.

(x)  Any other working / operational constraint due to which if it is not feasible to
split / divide the quantity between the vendors

2.2.2 If based on above factors, it |s felt by the Indenting section that it would not be in
ONGC'’s Interest to divide the quantity being purchased, then in that case, Indenting Section
after obtaining the approval of the sancfioning authority (L-1 level executive shall have full
pawers in this regard) will inform MM Department that the quantity to be purchased in the
tender is not to be divided amongst the vendors.

2.3  Inline with the provisions of said policy, suitable tender conditions for incorporating in
tenders for procurement of Goods/Services/LSTK projects where said policy shall be
applicable are enclosed respectively at Annexure-il, Il and IV.

24 In the BEC's of the tenders where provisions as per 2.3 are applicable, following
clause shall be mentioned:

“Purchase preference policy-linked with Local Content (PP - LC ) notified vide
letter No. 0-27011/44/2015-ONG/II/FP dated 25.04.2017 of MoPNG shall be
applicable in this tender (Work center to enclose details of the policy as
contained in Annexure- I, Ill, IV in the tender depending type of procurement)

Bidders seeking benefits under Purchase Preference Policy (linked with Locai
Content) (PP - LC) shall have to comply with all the provisions specified at {work
center to fill the relevant clause Ref no. of ITB) and shall have to submit all
undertakings / documents applicable for this policy.”

3.0  The Policy shall be applicable for § years. Except for 2017-18, the Policy shall not be
continued unless, the Govt. by September 30th of each year, concludes a review and
recommends continuation of the Purchase Preference.

Above guidelines shall be applicable in all future tenders and ongoing tenders as per

the para 1.8.8 of MM Manual,
( i Nagia)

ED-Chief MM Services
Distribution. {Through ONGC's Intranet website ‘ongerepons.net’)
All concerned may download the circular from the site. Hard coples are not distributed separately.

Copy 10,

1  EO to CMD, ONGC, PDU Urja Bhawan, Vasant Kunj, New Delhi

2 CEA to Director{T&FS) / Director (Offshore) i Director (HR) / Director (Exploration)/Director {Onshore) /
Director (Finance), ONGC.PDU Urja Bhawan, Vasant Kunj, New Delhi.

3 CVO. ONGC,PDU Urja Bhawan. Vasant Kunj, New Delhl



No. 0-27011/44 /2015-ONG-11/FP Annervve - L

Government of India
Ministry of Petroleum & Natural Gas

Shastri Bhawan, New Delhi
Dated g5 #L April, 2017

To

Chairman, 1OCL

C&MD, BPCL/HPCL/ONGC/GAIL/EIL/OIL; BLL/BLC
Managing Director, CPCL/NRL/MRPL/OVL
DG, DGH

DG, PPAC

Scecretary, OIDB

ED, PCRA

ED, OISD

ED, CHT

10. Director, RGIPT

11.  Member (BM), PNGRB

12, CEO & MD, ISPRL

.

RN U BN -

Subject: Policy to provide Purchase Preference (linked with local content)
(PP-LC) in all Public Sector Undertakings under the Ministry of
Petroleum and Natural Gas - reg.

[ am directed to refer to the subject mentioned above and convey that
the Cabinet in its mecting held on 12 April 2017 has approved the “Policy to
provide Purchase Preference (hnked with local content] (PP-LC) in all Public
Sector Undertakings under the Ministry of Petroleum and Natural Gas". One
copy of the same is enclosed.

2. The Policy shall apply to all the Public Sector Undertakings and their
wholly owned subsidiaries under the Ministry of Petroleum and Natural Gas;
Joint Ventures that have 51% or more equity by one or more Public Sector
Undertakings under the Ministry of Petroleum and Natural Gas; attached and
subordinate offices of MoPNG.

3. It is requested that necessary suitable action may kindly be taken on
priority basis under intimation to this Ministry.

4. The Policy will come into force with immediate effect.

Yours Faithfully

7
S
(v. m -
Under Secremry{f?P]
Tele: 23388602
Encl,: As above.
Copy to: 1) US {(Admn), MoPNG

2] Ms. Neelam Naval, PR, System Analyst (NIC): with request to upload
the Policy on website of MoPNG.




Subject: Policy to provide Purchase preference (linked with local

1.2

13

1.4

1.5

1.6

21

content) (PP - LC) in all Public Sector Undertakings under
Ministry of Petroleum and Natural Gas.

Preamble

In tune with Make in India (Mil) campaign in ol and gas seclor,
the Govemment has decided to Incentivise the growth in local
content in goods and services while implementing ol and gas
projects in India, and

Whereas the Public procurement policy rests upon the core
principles of competitiveness, adhering to sound procurement
praclices and execution of orders for supply of goods or sarvices In
accordance with a systern which is falr, equitabla, tfransparent,
compelitive and cost effective, and

Wherans, the local content san be v reased thiough purinerghips
caoperaiom wilh losgl  companies. establishing  peoduction units
in Indin or  Joint Venlures (V) with  Indian supphers,
Increasing  the parbicipation of local employees in sorvices and
training them ale

Whereas incentivising enhanced local content in the procurement of
goods and/or services in oif and gas business activities would lead
1o increased local industry content:

Therefore, the Ministry of Petroleum and Natural Gas (MoPNG)
has decided fto stipulate the following  policy  for providing
Purchase Preference to the manufacturers! service providers having
the capabinty of meeting/ exveedi:y the Jogal content tatgets in oll
and gas business aclivitios:

This policy considers the Local Content (LC) as the added value
brought to India through the activities of the oil and gas Industry
This may be measured (by project, affiliate, andfor country
aggregata) and undertaken through  Workforce development
and Investments in supplier development through developing and
procuring supplies and services locally.

Definitions
Oil and Gas Business Activity shall comprisa of Upstream,
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Midstream and Downstream business activities.

Domestic products shall be goods andlor service (including
design and engineenng). produced by companigs, investing and
praducing in India

Local Content hereinafter abbreviated 1o LC shall be the value of
local components in goods, service and EPC contracts,
indicated in percentage

Domestic Manufacturer shall be business entity or individual
having busingss achvity establishad under Indlan law and producing
prociucts domesticatly

Supplier of gosds andior provider of sorvice shall be. o business
anfily having . capatility  of poviding  goods andlor - service in
accordunce with the business oy znd quatificotion theraol

Steering Committee means the committee to be constituted by
MoPNG 1o provide effective guidance and to oversee the
implamentation of the Palicy on a regular and continiing basis.

Verification shall be an activity to venify the accomplishment of LC
by domestic manufacturers andfor suppliers of goods and/or
providers of service with the data obtained or collectad from
fespeclive business aclivitios,

Purchase preference Whers the quoted prce is within 10% ol
the lowast price, other hings boing equal. purchase preforence
miy be granted to the bidder concerned. at the lowes| valid price bid,

Local Content {LC) in Goods shall be the use of raw materials,

design and engineering towards manufacturing, fabrication and
finishing of work carried out within the country

Page20f19



210

21

212

215

216

31

311

312

Local Content (LC) in Services shall be the use of services up to the
final delivery by utilizing manpower (including specialist), working
appliance (including software) and supporting facllities carried out
within in the country.

Local Content (LC) in EPC contracts shall be the use of
materials, design and engineering comprising of manufacturing,
fabrication, assembly and finishing as well as the use of
services by utilizing manpower (including specialist), working
appliance (including software) and supporting facility up to the
final delivery, carried out within the country.

Factory overhead cost shall be indrect costs of
manpower, machineworking applianceffacility and the whole other
fabrication costs needed to produce a unit of product with the
cost not chargeable directly to specified product,

Company overhesd cost shall bo  cosls rolated to the
marketing, administration and general affaus cost of the cotppany

Indian Company meons o company formed and registered under
the Companies Act, 2013

Foreign company means any company or body corporate
Incorporated outside India which— (a) has a place of business In
India whether by ltself or through an agent. physically or through
electronic mode; and (b) conducts any business activity in India in
any other manner.

Target Purchase Preference Is the LC in percentage for the period
in force, as set out in the Enclosure-l.

Scope

The regulation shall be intended to

Support and boost the growth of domestic manufacturing sector so
as to be able to support oll and natural gas business activities
and contribute added value 1o economy, absorb manpower as well
as have national, regional and international competitiveness,

Support end boost the growth of innovationtechnology of
domestic manufacturing sector
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This policy shall apply to all the Public Sector Undertakings and
thair wholly owned subsidiaries under the Ministry of Patroleumn and
Natural Gas, Joint Ventures that have 51% or more equity by one or
more Public Sector Undertakings under the Ministry of Petraleum
and Natural Gas: attached and subordinate offices of MoPNG.

This policy shall not Include goods/ services falling under Micro
Small and Medium Enterprises (MSME) or Domestically
Manufactured Electronic  Products (OMEP), as those products/
services are already covered under specific policy. However, an
option would be given |n the tender for the bidder to declare
preference for seeking benefit under PRALCIMSME or DMEP

Procurement

The procuting companies shall follow therr own  procurement
procedures. Aggregaton  of  annual  réquirements and  such
other procwrement practices, which facilitsle the Implemantation
of thes polivy. may be adopled by procuring companies

The producers of goods and/or providers of services shail be obliged
to fulfil the requirements of quality and delivery time in accordance
wilh the provisions of the respective contracls of goods and services

Purchase Preference- Linked with Local Content (LC)

The following provisions may be considered for LC linked
Purchane Proforence.

In supporting the growth of domestic products. the larget of
Local Content (LC) In the ol and gas business activities shall be
sel as costained in Enclosure-l  The manufaclurers/ service
providers having the capabilty of meeting/ exceeding the local
content targets shall be eligible for 10% purchase preference
under the policy ie LC manufacturers! LC service providers
respectively as described below.

Wherever the goods/ services are procured under this policy, eligible
(techno-commercially qualified) LC manufacturers / LC  service
providers may be granted a purchase preference of 10%, i.e. where
the quoted price is within 10% of the lowest prica, other things being
equal, purchase preference may be granted to the eligible
{techno-commercially  gualified) LC  manufacturers /service
providers concerned, at the lowest valid price bid.
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513 Goods: The tender for procuring goods would  specify that the
contract for 50% of the procured quantity would be awarded  to the
lowest techno-commercially qualified LC manufacturer/ supplier,
subject lo matching with L1, if such bidders are availabie, The
remaining will be awarded to L1 (2. Non Local Content (NLC)
manufacturer / supplier not meeting prascribed LC criteria).

51.3.1 However, If L1 bidder happens to be a LC manufacturer,
the entire procurement value shall be awarded to such bidder,

5132 Ifin the opinion of the procuring company, the tenders (procured
quantity) cannot be divided in the prascrived ratio of 50:50, then they
shall have the right to award contract lo the eligible LC
manufacture for quantity not less than 50%, as may be divisible.

65133 In conlinuation 10 5132 above, if the tendeied item s non
divisible, (to be included in the tender document by procuting
company) the contact con be awarded to (he eligible LC
manufacturer for the enlire quaniity,

5.14 Servicas/ EPC Contracts: The tender for oll and gas services/
EPC contracts shall not normally be split. For such procurement the
tender would specify that the entire contract would be awarded to
the lowest techno-commercially quailfied LC service provider,
subject to matching with L1, if such bidders are avallable and L1
bidder Is not a L.C service provider. However, tender for certain oll
& gas services can normally be splil, in such cases, splitting shall be
allowed and specified in tender document. Such services shall follow
the procedure outlined for goods as described in para 5.1.3. The
procuring company should clearly specity in the tender documeni
whether tha tender shall be spiit or not,

515 For para 513 and 514 above, only those LC manufaclurers/
service providers whose bids are within 10% of the L1 bid would be
allowed an opportunity to match L1 bid.

5.1.6 The tender conditions would ensure that local content in oll & gas
products is encouraged. However, the procuring company may
incorporate such stipulations as may be considered necessary
to satisfy themseives of the production capability and product quality
of the manufacturer.
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517 The procedure for award under the policy along with some examples
of typical procurement scenarlos is at Enclosure.v.

6. Determination of LG
6.1 LC of goods
611 LCofgoodsuhailbewnmdonvnbasisofmecoslol

spent for the production of goads, covering: direct compornien|
(matenal) cost direct Mmafipowar casl, faclory overhead cost and
shall exclude profit, company overhead cost and laxes for the
delivary of goods

612 The witeria for detesmination of the Jocal contenl ¢ost ky he
goods shall be as follows
a) in the case of direct component (material), based on country of
origin,
b) inthe cass of manpower, based on INR component, and
¢} i the case of warking equipment/facility, based on the country of
ongin

of LC of 2ach of the goods with the acquisition price of each goods
lo the acquisiton price of the combination of gaods,

6.2 LC of service

621 LC of Service shall be caiculated on the basis of the ratio of
seivice cost ol domestic component in service to the total cost of
Service,

622 The total cost of service shall be constituted of the cost spent for
rendening of service, covering
8)  costof component {material) which is used,
b)  manpower and consultant  cost, cost of working
aquipment/facility, and
€} general service cost excluding profit, company overhead cost,
laxes and duties.
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623

6.3

6.4
641

6.4.2

643

6.5
651

652

The criteria for determination of cost of local cantent in the service shall

be as follows:

8) in the case of material being used to heip the provision of
service, based on country of origin,

b) in the case of manpower and consultant based on INR
component of the services contract;

€) in the case of working equipment/factiity, based on country of
origin; and

d) in the case of general service cost. based on the criteria as
mentioned in clauses a, b, and ¢ above.

€) Indian flag vessels in operation as on date.

Determination of Local Content: The determination of local
content of the working equipment/facility shall be based on the
follawing provision; working equipment produced In the country is
valued as 100% (one hundred percent) focal content: working
equipment produced abroad is valued as much as nil (0% percent)
lucal conten|.

LC of the EPC Contracts:

LG of CPC contracts shall be the ratio of the whole cosl of
domestic components in the combination of goods and services to
the whole combined cost of goods and services,

The whote combined cost of goods and services shall be the cost
spent to produce the combination of goods and services, which
Is incurred on work site. LC of the combination of goods and services
shall be counted in every activity of the combination work of goods and
services

The spent cost as mentioned in paragraph 64.2 shall include
production cost in the caiculation of LG of goods as mantioned in
clause 6.1.1  and service cost in the calculation of LG of sefvices as
mentioned in clause 6.2 2.

Calculation of LC and Reporting

LC shall be calculated on the basis of verifiable data. In the case
of data used in the calculation of LC being not verifiable, the value of
LC of the said component shall be treated as nil.

Formats for the calculation of LC of goods, services as well as
Emwmmmaymmnalinmmmumd
Enclosure-lv.
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712

713

Certification and Verification

Manufacturers of goods andior providers of service, seeking
Purchase Preference under the policy, shall be obliged to verify the
LC of goods, service or EPC contracts with the provision as follows.

a}  Prnce Break-up
= The bidder shall provide break-up of "Local Component” and
“Importad Companent” in the price format
= Bidder must have LC in excess of the requirement specified in
Enclosure.

b) Undertuking by the bidder
» The bidder shall submit an undertaking along with the bid
slating fhal e bidder meets (he mandatory minimum LC
requirement, and such undentaking shail become a part of the
contract.
* Bidder shall also submit the list of Items / services to be
procured from Indian manufaciurers / service providers

c) Statutory Auditor's Certificate.

* The Undertaking submitted by the bidder shall be supported
by a certificate from Statutory  Auditor engaged by the
bidder certifying that the bidder meets the mandatory
local content requiremants of the project

After Contract Award

al In the case of procurement of goods and/or services with
the value less than Rs. 5 Crore (Rupees Five Crore), the LC
content may be calculated (seif-assessment) by the supplier of
goodsand/uvnpwwofsmmandcemﬂedbyh
Director/Authorised representative of the company.

b} The verfication of the procurement of goods, service or

EPC contracts with the value Rupees Five Crore  and above shall
be carried out by a Statutory Auditor engaged by the bidder
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74

1.5

8.1

82

Each supplier shall provide the necessary locai-content
documentaticn to the statutory auditor, which shall review and
determine that local content requirements have been met, and
Issue a lacal content certificate to that effect on behalf of procuring
company. stating the percentage of local content in the good or
service measured. The Auditor shall keep all necessary information
obtained from suppliers for measurement of Local Content
confidential.

The Local Content certificate shall be submitted along  with
each invoice raised. However, the % of local content may vary with
each invoice while maintaining the overall % of local content for the
total work/purchase of the pro-rata local content requirement. In cass,
it is not satisfied cumulatively in the invoices raised up lo that stage,
the supplier shall indicate how the local content requirement wouid be
mel in the subsequent stages

As 1epurds cases wheo cul ey quoted by tho biddar ks other than
Indinn Rupee, exchange rale pevailing on the date of nolice nviting
tender (NIT) shall be considered for the catoulation of Local Content

Tie Procuring Company shall also have the authonty to audit as wel|
as witness production processes (o certify the achlevement of the
requisite local content

Governance and Supervision

A Steering Committee will be constituted by MoPNG to provide
effective guidance and to oversee the effeclive implementation of the
Policy including review and amendments required therein. The
Steering Committee may consider representations on target Local
Condent in goods, services and EPC and moadify the  policy
accordingty.

The Steering Committee shall annually conduct a review of the policy
Implementation which shall specifically cover the issue of whether
there has been adequate competition, and whether the policy has
resuited in any reduction in competition/ exclusion of non-local bidders
Or any cost increase to the purchasing PSU, particularly in respect of
services & works contracts.
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9.2

93

g4

841

10.

1

Sanctions

The Procuring companies shall impose sanction on manufacturers/
service providers not fulfilling LC of goods/ services in accordance
with the value mentioned in certificate of LC.

The sanctions may be in the form of written warning, financial penaity

and biacklisting.

In the event that a manufacturer or supplier of goods and/or provider
of services does nct fulfii his obligation after the expiration of the
period specilied in such waming, the procuring company can infliate
action for biacklisting svoh manufacturer/supphies/service provider,

A manufacturer sndioe supplier of goods andlor provider of sarvices
v has Leen awaded the contract alter availing  Purchase
Preference s found lo have violated the LC provision. in the
execution of lhe procurement contract of goods andfor scrvices
shall be subjedt to financial penalty specified in clause 9.4 1

The financiai penalty shall be over and above the PBG value
prescribed in the contract and shall not be more than an amount
equal to 10% of the Contract Price.

Clarification on Goods/ Services' Any  issuc regarding the
coverage of 3 particular good/ service under the propesed policy
veould be referred to the Stsering Committee for clarification.

Time Period: The Policy shall be applicable for § years. Except for
201716, the Policy shall not be continued unless, the Steering
Commillee by September 30th of each year, concludes a raview as
per para B.2 of the Policy and recommends continuation of the
Purchase Preference
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8, ] Itom | Local Content (%) |
No
2017- | 2018. | 2020-
2018 | 2020 | 2022 |
A | Goods = —
V| Tubutar (Oniiing Pipe, Dnl Coltar, Casing, Line Pipes. 50 56 &0
Tubing. ete )
2__ | Driing MudiChemicalsOil Wedl Gement 40 45 50
3| Pumping Unit 36 35 40
4 | Machinery & Equipment . |20 28 30
5 | Pemium Bits 10 5 |2
& | Wellhead & X-mass tice
&  Onshore 10 45 50
b Ofishore 0 10 15 |
T | Down Hole Toals R N I
a Opshoee 20 Fi }‘J-L‘n
! b Offshore 10 i |15
8 | Weh Gomplaban / Aniiich LIt Equlpient i
& Qnshore 20 25 30 |
B b Ofishor i 10 15
6 [Feelon 7 . 5 10 110
10 | Lubricant ] 10 10
11| Other Goods — 13 i3 e
| B | Services
" "Survey, Seismic and Goology Stlies ' S5 BEES
a  Onshore 50 50 55
b Offshore " 10 10 |18
2 | Logging Services - [
a Onshore 20 25 30
b Offtshore 10 w_Jw
3 |Mudtogging |40 a5 15 ]
4 | Chartering of Rigs - . = P ' ]
a, Onnore &0 no b
h  Offuhore 20 24 2]
5 | Spaciaiized Didling and Complotion Services” - | }‘;9,
6 | Enginaeding Procuremont Construcbion & Installatinn | Wi
{eecy
a  Onshore 50 35 60
b, Offshore 20 30 35
[0} Pipeline Projects 20 30 35
() Woll Platform Projects 20 30 35
(i) Process Platform Projects 20 30 35
(iv)  Revamp Projects 20 30 33
7 LnghlaﬂnMng?Psomfmn)
3. Onshore 75 75 80
b. Offshare (15 20 25
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Dirgction  Deiflieg,  Winpstook, Milling, Coting, Crmsnting
Sewvieas. Doling  faid  servieces. Completion & Production
Serviees WSS Well Intervantion Services, Fractuning snd ROV
vl

The policy is not applicable for Deep water/ HP-HT operations
for the time being,

The Chisrter Hiring of clishore vessels shall continue ta be
governed by DG, Shipping Guidelines. Indian Flag Vessels shall
be considered as having 100% LC.
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5L it Local Content (%)
No
2017- | 2018- | 2020-
2018 2020 2022
8 | Al Logistics {E 20 25
§ | Dry-docking 5 155 @0
16 | Other Services 30 35 40
C | Fabrications
1 | DrilingMerkover RigsAWVSS units Construction
a Onshore 50 80 (70
b Offshors | 20 25 35
(2| Offshore Vessels/Rigs Constructon j20 (2 3
no t Bpecubned Odleg und Well complelon stvices inclide




-

=
| 202622 |
’l Servite Contracts | (25% '
l' Supply Contracts | 20% 22% | 25% —|1
} i s e

[EPC Coniracts (others) [30% 3% Teow

Note;

1. The proposed policy i not applicatie for DMEFP and MSME.
there being specific policies for those products/ seivices

2. The presoribed local content In the above Tobles (Table 1 &
Tahlo 2) shall be applicabie on the dale of Nolice inviting
L oendsr
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Enclosure-il

CALCULATION OF LOCAL CONTENT-GOODS

| Name of Manufacturer Calculation by manufacturer
Cost per one unit of product
Cost component Cost "Cost "Cost %Domestic
(Domestic | (Imported ‘ Total Component
‘ component) | component) | Rs/USS | d= ale
| o b c= atb 4
I Dimet | ’ e
I matenal pont ' |
’ I Duoat lahour |
GO , | ' |
| ] Foaclory | }
] ovethiead
V. Total ’ | | ~ ’
production ‘ l
L cos , _ i L

Note:

WLC Gouds « Tutal cost IV €~ iotal imported o
X 100 Totol Cont IV )

% LC Goods = Tetal domestie component ost (V.a) X 100
Tatak coal (V)
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Enclosure-lii

CALCULATION OF LOCAL CONTENT.- SERVICE

NAME OF SUPPLIER OF GOODS/PROVIDER OF SERVICE ]
Cost Summary *l
Domestic | Imported | Total | LC |
'fi”si % Rs/USS |
b c d e=b/d | f=dxe |
A | Cost component
I, Material Rs

used cost uss

|
I Personnel & | Rs ' | ‘
Cargultant cost | uss |

!

1, Othet Rs
services Lost | UsS

. Total cost{l | Rs
to Iv) uss
| 8 | Taxes and Duties Rs |
uss
= No——
C | Total quoted price Rs
o Juss| ) N
.
Note:

% LC Bervice = mm;mn&m;mumwnmmmm“ X 100
Total cost (A. IV, d)

% LC Service = To! V. b} X 100
Tohlml(kw.d)
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Enclosure -1V

CALCULATION OF LOCAL CONTENT - EPC (GOODS AND SERVICE)

A | COST COMPONENT Cost Summary
(Rs/USS)
Domestic | imported | Total LC
Rs/USS
= ‘ % Rs/USS
b c d esb/d |t=dxe
I 'cbons | | i" |
‘ZJ Material uzed cost s |
E T I S I
3. | Sub Tot | !
W SERVICES | I T A
V. | Personnal & Conaollan !
L A_C(m . el
2 | Equipmient & Work
|__| Faciity Cost | o o
3. | Construction/Fabrication |

Cost

4 Other Servicos Cosl ale T } ——t" . ;]
| Sub Total li o — | = = ST
Il | TOTAL COST GOODS [

+ SERVICES l ; |
| B._| Nan Cost Component ; =1 b T —
| €. TTOTAL QUATED | , I J
L | PRICE Sy SRS TIONRS aan ees (I
Note:

% LC Combination = Total domestic component cogt of goods (A3 b)»
Total domestic X 100
Total Cost (A llLd)
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Enclosure.y

PROCEDURE FOR AWARD AND SOME EXAMPLES OF TYPICAL

1.1.4,

1.1.5.

PROCUREMENT SCENARIOS

for aw, un is icy s

and the rest of the bids shall be ranked In ascending order of price
quoted, as L2, 1.3, 1.4 and so on. If L1 bid meats prescribed LC as par
Enclosure- | the sald bidder will be awarded (ull value of the ordar.

2. If L1 bid does nat meet preseribed LG as per Enclosura.l, the value

of the order awarded 16 L1 bidder will be (e balance of procursment

manufacturer. In case first eligible LC manufacturer fails to match L1
bid, the next eligible LC manufacturer will be invited to match L1 bid
and so on, However, the procuring company may choose to divide

Quantity amongst a number of suscessful bidders s clearly
articulated in the tender document itsclf.

In case all eligible LC manufacturers fail to match the L1 bid, the
actual bidder hoiding L1 bid will secure the order for full procurement
value,

Only those LC manufacturers whose bids are within 10% of the L1 bid
would be allowed an Opportunity to match L1 bid,

1-Procu Pi
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It is intended to procure 50,000 MT casing pipes. The bid documents
should specifically provide preference to LC manufacturers of casing
pipes (having local content more than the prescribed level as per
Table 1) in terms of 50% of procurement value subject to matching of
L1 price and on satisfying technical specifications of the tender.
Suppose there are five bids. Consider LC as the manufacturer
meeting local content requirement {and within 10% of the L1 bidder)
as per Table 1 (Attachment 1) and NLC as the manufacturer not
meeting local content requirement

Case 1: Aller opening of commercial bids, position is like 1.1: LC1,
L2ZNLCT, L3: NICZ, L4 NLC3 and La: LC2, then work will be
awarded o |.C1 vandor

Case 24: Afer pening of commercial bids position is lika L1: NLL.G1.
L2 NLC2, 13. NLC3, L4: LCT and LS LC2. NLC1 qualifies as L1, and
LC1 is L4. Then LC1 shall have the option of providing 50% of the
procurement value at L1 prices. NLC1 will get remaining 50% of the
procurement value,

Case 2B: If LC1 refuses to underake the tendered work at L1 prices,
LC2 should be considered to supply at L1 prices.

Case 3: After opening of commercial bids, position i like |1- NLC1,
L2: NLCZ, L3: NLC3, L4 NLC4 and L5: NLCS. In this case, no vendor
with prescribed local content is available. hence the full arder will be
awarded to NILC1,

A2 Services! EPC contracts:

121, Tor oil and gas services/ EPC contracts proposed lo be procured,
among all technically qualified bids, the lowest quoted price will be
termed as L1 and the rest of the bids shall be ranked in ascending
order of price quoted, as L2, L3, L4 and so on, If L1 bid meets
prescribed LC as per Enclosure- |, the said bidder will be awarded full
value of the order

122, If L1 bid does not meet prescribed LC as per Enclosure- |, the lowest
bidder among the eligible LC service provider, whether L2, L3, L4 or
higher. will be invited to match the L1 bid In case first eligible LC
service provider fails to match L1 bid. the next eligible LC service
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provider will be invited to match L1 bid and so on, The entire contract
would be awarded to the lowest eligible service Provider, subject to
malching L1 bid,

12.3. In case all eligible LC service providers fail to match the (1 bid,
the actual bidder holding L1 bid wil secure the order for full
procurement valye.

1.2.4 Only those LC service Providers whose bids are within 10% of the L1 bid
would be allowed an opportunity to match L1 bid.
125 Example 2:

If for a tender where minimum  specified L.C is 15%, four bidders have been
shortlisted for price bid opening and the status of the bidders is as below

S No [ m_}rﬁrﬁc quoted in Million US0 i'%()!le.jho!ed ]
1 Ju' ]"‘ob‘” - i ]
2 |z l'”oé‘ - R 1
| 210 . S 16
215 19
— Selate——
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nnexure-i

Provisions to be incorporated in the ITB of ICB/NCB tenders for procurement of
goods pertaining to Oil & Gas business activities covered under Purchase
preference Policy (linked with Local Content) (PP - LC).

Purchase preference policy (linked with Local Content) (PP - LC)notified vide letter
No. 0-27011/44/2015-ONG/IVFP dated 25.04.2017 of MoPNG.

1.

2.1

2.2

In case a bidder is eligible to seek benefits under PP-LC policy as well as Public
Procurement Policy for MSEs — Order 2012, then the bidders should categorically
seek benefits against only one of the two policies |.e. either PP-LC or MSE palicy. If
a bidder seeks free of cost tender document under the MSE policy, then it shall be
considered that the bidder has sought benefit against the MSE policy and this
option once exercised cannot be modified subsequently.

Bidders seeking Purchase preference (linked with Local Content) (PP - LC) shall be
required to meet / exceed the target of Local Content (LC) of ____%.
mm:mwmmrmm:w:rtc;mmmm
The LC limits shall be linked with dafe of TBO of lender. For o tender due to open between 01.04,18 ond
31.03.20, LC fimit mentioned for 2018-20 sholl be applicable.  Similarly for o tender opening between
01.04.2020 to 31,03.2022, LC limits mentioned therein shall be oppiicable.)

Such bidders shall furnish following undertaking from the manufacturer on
Manufacturer's letter head along with their techno-commercial bid.  The
undertaking shall become a part of the contract:

"We (Name of Manufacturer) undertake that we meet the mandatory
minimum Local Comtent (LC) requirement |.e. (to be filted by the work
center as nolified at Enclosure | of the policy) for claiming purchase preference
linked with Local Contents under the Govl policy against tender No.

Above undertaking shall be supported by the following certificate from Statutory
Auditor engaged by the bidder, on the letter head of such Statutory Auditor:

‘We ________the statutory auditor of M/s, (narne of the bidder) hereby
cerfify that M/s. (name of manufacturer) mee! the mandatory Local
Content requirements of the Goods and/or Services |.e. (to be filled by the
work center as notified at Enclosure | of the policy) quoted vide offer No.

dated against ONGC tender No. by M/s (Name of
the bidder)."

Note:

In case of bidder(s) for whom Statutory Auditor is not required as per law,
required certificates shall be provided by a practicing Chartered Accountant.

In case the manufacturer himself is bidding then the certificate shall be submitted
by the Statutory Auditors of the manufacturer who shall provide the break-up of
the cost component as per Enclosure — A (Work center to enclose Enclosure — ||
of the policy document renaming the same as Enclosure-A).

¢ In case the bidder is a supplier quoting on behalf of manufacturer then the

certificate shall be submitted by the Statutory Auditors of the supplier who shall
provide the break-up of the cost component of the manufacturer as per Enclosure
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~A (Work center to enclose Enclosure — || of the policy document renaming the
same as Enclosure- A). The responsibility for the certificate provided by the
statutory auditor of the supplier shall be that of the supplier

d. In case the tender scope covers testing, Installation and commissioning and any
other services in respect of the supplied goods/equipments then such costs shall
also be considered in LC for which the bidder shall provide certificate from the
Statutory Auditors or the Chartered Accountant as the case may be.

At the bidding stage the bidder shall provide Break-up of “Local Component” and
“"Imported Component" in the prescribed format enclosed as Enclosure-A (Work
center to enclose Enclosure — || of the policy document) and shall be uploaded by
the bidders along with their price bid in the e-procurement portal

Efigible (techno-commercially qualified) LC bidder shall be granted a purchase
preference of 10%, i.e. where the evaluated price is within 10% of the evaluated
lowest price of Non Local Content (NLC) bidder, other things being equal.
Accordingly, purchase preference shall be granted to the eligible (techno-
commercially qualified) LC bidder concerned, at the lowest valid |.e. NL.C price bid.

Only those LC bidders whose bids are within 10% of the NLC L1 bid would be
allowed an opportunity to match L1 bid. All the eligible LC bidders shall be asked to
submit their confirmation to match their price in sealed envelopes. Envelopes of the
bidders shall be opened and award for the prescribed quantity shall be made to the
lowest evaluated TA/CA bidder among the eligible LC bidders, In case the lowest
eligible LC bidder fails to match L1 price, the next eligible LC bidder will be
awarded the prescribed quantity and so on, In case none of the eligible LC bidders
matches the LI bid, the actual bidder holding L1 price will secure the order.

Order for supply of 50% of the tendered quantity would be awarded to the lowest
techno-commercially qualified LC bidder, subject to matching with valid NLC L1
price. The remaining quantity will be awarded to L1 (i.e. NLC bidder). Prescribed
50% tendered quantity for LC bidders shall not be further sub-divided among
eligible LC bidders.

However, if L1 bidder happens to be a LC bidder, the entire procurement value
shall be awarded to such bidder.

When the tendered goods/services cannot be divided in the exact ratio of 50% /
50% then ONGC reserves the right to award on lowest eligible PP-LC bidder for
quantity not less than 50%, as may be dividable.

In case tendered quantity is 3 (not divisible in the ratio of 50:50), PP-LC bidder
shall get order for 2 nos. only and the rest will go to L-1 (NLC bidder).

OR
(Alternate clause; applicable for cases where tendered quantity cannot be divided)

The tendered quantity is not splitable / non-dividable / cannot be procured from
multiple sources. Hence, the entire procurement value shall be awarded to the
lowest techno-commercially qualified LC bidder subject to matching with valid NLC
L1 rates.



5. For the purpose of this policy, all terms used vide aforesaid policy shall be governed
by the definitions specified at para 2 of the policy document notified by MoPNG vide
letter No. O-27011/44/2015-ONGAI/FP dated 25.04.2017

6. The successful bidder shall be obliged to fulfill the requirements of quality and
delivery time in accordance with the provisions of the Purchase order/contract.

ONGC shall have the right to satisfy itself of the production capability and product
quality of the manufacturer

7.0 Determination of LC

7.1 LC shall be computed on the basis of the cost of domestic components in goods,
compared to the whole cost of product. The whole cost of product shall be constituted of
the cost spent for the production of goods, covering. direct component (material) cost,
direct manpower cost, factory overhead cost and shall exclude profit. company
overhead cost and taxes for the delivery of goods.

7.2 The criteria for determination of the Loca! Content cost shall be as follows:

a) inthe case of direct component (material), based on country of origin,
b} inthe case of manpower based on INR component; and
c) Inthe case of working equipment/facility, based on the country of origin,

7.3 The calculaton of LC of the combination of several kinds of
goods shall be based on the ratio of the sum of the multiplication
of LC of each of the goods with the acquisition price of each goods
to the acquisition price of the combination of goods,

8.0  Calculation of LC and Reporting
8.1 LC shall be calculated on the basis of verifiable data. In the case

of data used in the calculation of LC being not verfiable, the value of
LC of the said component shall be treated as nil

8.2  Formats for the calculation of LC of goods may be seen at Enclosure-A. (Work center
to enclose Enclosure - Il of the policy document renaming the same as Enclosure-A)

9.0 Certification and Verification

2.1  Bidder seeking Purchase Preference under the policy, shall be obliged to verify the
LC of goods as follows

9.1.2At bidding stage:
a) Price Break-up:
() The bidder shall provide break-up of "Local Component’ and

“Imported Component" along with the price bid as per provisions under
clause 2.3

(i) Bidder must have LC in excess of the specified requirement
b) K the bid



. The bidder shall submit undertaking along with the techno-commercial bid
as per clause No. 2.1, such undertaking shall become a part of the
contract

ii. Bidder shall also submit the list of items / services to be procured from
Indian manufacturers / service providers.

¢) Statutory Auditor's Certificate.

The Undertaking submitted by the bidder shall be supported by a certificate from
Statutory Auditor as per clause 2.2

9.1.3 Aiter Contract Award.

a) In the case of procurement cases with the value less than Rs. 5 Crore
{Rupees Five Crore), the LC content may be calculated (self-assessment)
by the supplier of goods and/or the provider of services and certified by the
Director/Authorized Representative of the company.

b) The verification of the procurement cases with the value Rupees Five Crore
and above shall be carried out by a Statutory Auditor engaged by the
bidder.

9.2 Each supplier shall provide the necessary Local Content documentation to the statutory
auditor, which shall review and determine that local content requirements have been
met and issue a local content certificate to that effect on behalf of ONGC, stating the
percentage of local content in the good or service measured, The Auditor shall keep all
necessary information obtained from suppliers for measurement of Local Content
confidential.

9.3 The Local Content certificate shall be submitted along with each invoice raised.
However, the % of local content may vary with each invoice while maintaining the
overall % of local content for the total purchase of the pro-rata local content
requirement. In case, it Is not satisfied cumulatively In the invoices raised up to that
stage, the supplier shall indicate how the local content requirement would be met in the
subsequent stages.

9.4 Where currency quoted by the bidder is other than Indian Rupee, then the bidder
claiming benefits under PP-LC shall consider exchange rate prevailing on the date of
notice inviting tender (NIT) for the calculation of Local Content.

9.5 ONGC shall have the authority to audit as well as witness production processes to
certify the achievement of the requisite local content.

10 Sanctions

10.1 ONGC shall impose sanction on bidder/manufacturers/service providers for not fulfilling
LC of goods/ services in accordance with the value mentioned in certificate of LC.

10.2 The sanctions may be in the form of written waming, financial penaltyand blacklisting.

103 If the bidder does not fulfil his obligation after the expiration of the
period specified in such warning, ONGC shall initiateaction for blacklisting such
bidder/successful bidder.



104 A bidder who has been awarded the contract after availing Purchase

Preference s found to have violated the LC provision, in the
execution of the procurement contract of goods andlor services
shall be subject to financial penalty over and above the PBG value prescribed in
the contract and shall not be more than an amountequal to 10% of the Contract
Price,

10.5.1In pursuance of the clause No. 10.4 above, towards fulfilment of conditions pertaining

11

to Local Contents In accordance with the value mentioned in the certificate of LC, the
bidder shall have to submit additional Bank Guarantee (format attached at
Enclosure-B) equivalent to the amount of PBG.

Bidders should note that PP - LC shall not be available in case of procurement of
goods / services falling under the list of items reserved for exclusive purchase from
Micro and Small Enterprises (MSEs) or Domestically Manufactured Electronic
Products (DMEP),



exure-il

Provisions to be Incorporated in the ITB of ICB/NCBE tenders for procurement of

rtaining to Oil & Gas business activities covered under Purchase preference

Policy (linked with Local Content) (PP - LC)

Purchase preference policy (linked with Local Content) (PP - LC)notified vide letter
No. 0-27011/44/2015-ONG/IFP dated 25.04,.2017 of MoPNG.

1

21

22

23

In case a bidder is eligible to seex benefits under PP-LC policy as well as Public
Procurement Policy for MSEs — Order 2012, then the bidders should categorically
seek benefits against only one of the two policies i.e. either PP-LC or MSE policy. If a
bidder seeks free of cost tender document under the MSE policy, then |t shall be
considered that the bidder has sought benefit against the MSE policy and this option
once exercised cannot be modified subsequently.

Bidders seeking Purchase preference (linked with local content) (PP - LC) shall be
required to meet / exceed the target of Local Content (LC) of %

(Work center to select and indicate the Local Contents (LC) from Enclosure- of policy document The
LC limits shall be linked with date of TBO of tender For u tender due to open hetween 01.04.28 and
310320, LC fimit mentioned for 2018-20 sholl be opplicable. Simiarly for @ tender opening between 01.04.2020
10 31.03.2022, LC fimits mentioned therein shall be gppiicable.)

Such bidders shall furnish following undertaking on its letter head along with their
techno-commercial bid. The undertaking shall become a part of the contract:

‘We (Name of the bidder) underteke that we meel the mandatory
minimum LC requirement 1.6. (to be filled by the work center as notified at
Enciosure | of the policy) for claiming purchase preference linked with Local
Contents under the Govt. policy against tender No. 4

Above undertaking shall be supported by the following certificate from Statutory
Auditor engaged by the bidder, on the letter head of such Statutory Auditor

‘We the statutory auditor of M/s. (name of the bidder) hereby
certify that M/s. (name of bidder) meet the mandatory Local Content
requirements of the Services |.e. (to be filled by the work center as notified
al Enclosure | of the policy) quoted vide offer No. dated against
ONGC tender No. by M/s (Name of the bidder).”

Note: In case of bidder(s) for whom Statutory Auditor is not required as per law,
required certificates shall be provided by a practicing Chartered Accountant

At the bidding stage the bidder shall provide Break-up of “Local Component” and
“Imported Component” in the prescribed format enclosed as Enclosure-A (Work
center to enclose Enclosure — Il of the policy document renaming the same as
Enclosure-A) of the policy and shall be uploaded by the bidders along with their
price bid in the e-procurement portal.

Eligible (techno-commercially qualified) LC bidder shall be granted a purchase
preference of 10%, i.e. where the evaluated price |s within 10% of the evaluated
lowest price of Non Local Content (NLC) bidder, other things being equal
Accordingly, purchase preference shall be granted to the eligible (techno-
commercially qualified) LC bidder concerned, at the lowest valid i.e. NLC price bid
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4.2

8.0
81

82

Only those LC bidders whose bids are within 10% of the NLC L1 bid would be
allowed an opportunity to match L1 bid. All the eligible LC bidders shall be asked
to submit their confirmation to match their price in sealed envelopes. Envelopes of
the bidders shall be opened and award for the prescribed quantity shall be made
to the lowest evaluated TA/CA bidder among the eligible LC bidders, In case the
lowest eligible LC bidder fails to match L1 price, the next eligible LC bidder will be
awarded the prescribed quantity and so on. In case none of the eligible LC bidders
matches the LI bid, the actual bidder holding L1 price will secure the order.

Order for supply of 50% of the tendered quantity would be awarded to the lowest
techno-commercially qualified LC bidder, subject to matching with valid NLC L1
price. The remaining will be awarded to L1 (i.e. NLC bidder). Prescribed 50%
tendered quantity for LC bidders shall not be further sub-divided among eligible L.C
bidders.

However, if L1 bidder happens to be a LC bidder, the entire procurement value
shall be awarded to such bidder.

When the tendered goods/services cannot be divided in the exact ratio of 50% /
50% then ONGC reserve the right to award on lowest eligible PP-LC bidder for
quantity not less than 50%, as may be dividable.

For example;
In case tendered quantity is between 3 (not divisible in the ratio of 50:50), PP-LC
bidder shall get order for 2 nos. only and the rest will go to L-1 (NLC bidder),

OR
(Alternate clause. applicable for cases where tendered quantity cannot be divided)

The tendered quantity is not splitable / non-dividable / cannot be procured from
multiple sources. Hence, the entire procurement value shall be awarded to the
lowest techno-commercially qualified LC bidder subject to matching with valid NLC
L1 rates

For the purpose of this policy, all terms used vide aforesaid policy shall be
governed by the definitions specified at para 2 of the policy document notified by
MoPNG vide letter No. O-27011/44/2015-ONG/I/FP dated 25.04.2017,

The successful bidder shall be obliged to fulfill the requirements of quality and
delivery time in accordance with the provisions of the Purchase order/contract,

ONGC shall have the nght to satisfy itself of the production capability and product
quality of the manufacturer.

Determination of LC:

LC of Service shall be calculated on the basis of the ratio of service cost of
domestic component in service to the total cost of service.

The total cost of service shall be constituted of the cost spent forrendering of
service, covering:

a) cost of component (material) which Is used,
b) manpower and consuftant cost, cost of working equipment/
facility; and
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9.0

9.1

9.2

100

101
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c) general service cost, excluding profit, company overhead cost, taxes and
duties

The criteria for determination of cost of local content in the service shall be as
follows:

a) in the case of material being used to help the provision of service, based on
country of ongin,

b) in the case of manpower and consuitant based on INR component of
the services contract;

c) inthe case of working equipmentifacility, based on country of origin; and

d) in the case of general service cost, based on the criteria as mentioned in
clauses a, b, and c above.

e) Indian flag vessels in operation as on date.

Determination of Local Content: The determination of local content of the working
equipment/facility shall be based on thefollowing provision:

Working equipment produced in the country is valued as 100% (one hundred
percent) local content; working equipment produced abroad is valued as much as
nil (0% percent) local content.

Calculation of LC and Reporting

LC shall be calculated on the basis of verfiable data. In the case
of data used In the calculation of LC being not verifiable, the value of
LC of the said component shall be treated as nil,

Formats for the calculation of LC of services may be seen at Enclosure-A. (Work
center to enclose Enclosure — IIl of the policy document renaming the same as
Enclosure-A)

Certification and Verification

Bidder seeking Purchase Preference under the policy, shall be obliged to verify the
LC of goods as follows:

a)

b)

c)

Pnce Break-up:
() The bidder shall provide break-up of "Local Component” and "Imported
Component" along with the price bid as per provisions under clause 2.3.

(i) Bidder must have LC in excess of the specified requirement.
nd i
i, The bidder shall submit undertaking along with the techno-commercial bid
as per clause No. 2.1, such undertaking shall become a part of the
contract.

ii. Bidder shall also submit the list of items / services to be procured from
Indian manufacturers / service providers.

Statutory Auditor's Certificate.



The Undertaking submitted by the bidder shall be supported by a certificate from
Statutory Auditor as per clause 2.2.

10.13 After Contract Award,

10.2

103

104

106

1

111

1.2

1.3

114

a) In the case of procurement cases with the value less than Rs. 5 Crore
(Rupees Five Crore), the LC content may be calculated (self-assessment)
by the contractor and certified by the Director/Authorized Representative of
the company.

b) The verification of the procurement cases with the value Rupees Five

Crore and above shall be carried out by a Statutory Auditor engaged by the

bidder
Each supplier shall provide the necessary local content documentation to the statutory
auditor, which shall review and determine that local content requirements have been
met and issue a local content certificate to that effect on behali of ONGC. stating the
percentage of local content in the good or service measured The Auditor shall keep
all necessary information obtained from suppliers for measurement of Local Content
confidential.
The Local Content certificate shall be submitted aleng with each invoice raised.
However, the % of Local Content may vary with each invoice while maintaining the
overall % of Local Content for the total work/purchase of the pro-rata Local Content
requirement. In case, it is not satisfied cumuiatively in the invoices raised up to that
stage, the supplier shall indicate how the local content requirement would be met in
the subsequent stages

Where currency quoted by the bidder is other than Indian Rupee, then the bidder
claiming benefits under PP-LC shall consider exchange rate prevailing on the date of
notice inviting tender (NIT) for the calculation of Local Content

ONGC shall have the authority to audit as well as witness production processes to
certify the achievement of the requisite local content.

Sanctions

ONGC shall impose sanction on bidder not fulfiling LC of goods/ services in
accordance with the value mentioned in certificate of LC.

The sanctions may be in the form of written waming, financial penalty and
blacklisting.

If the bidder does not fulfill his obligation after the expiration of the
period specified in such warning, ONGC shall initiate action for blacklisting such
bidder/successful bidder.

A bidder who has been awarded the contract after availing Purchase
Preference is found to have \violated the LC provision, in the
execution of the procurement contract of goods andlor services
shall be subject to financial penalty over and above the PBG value prescribed in the
contract and shall not be more than an amount equal to 10% of the Contract Price.

11.4.1 In pursuance of the clause No. 11.4 above, towards fulfiiment of conditions pertaining

to Local Contents in accordance with the value mentioned in the certificate of LC, the
bidder shall have to submit additional Bank Guarantee (format attached at
Enclosure-B) for an amount of 10% of the contract value.



Annexure-lV

Provisions to be incorporated in the ITB of ICB/NCB tenders for LSTK Contracts
pertaining to Oil & Gas business activities covered under Purchase preference Policy
(linked with local content) (PP - LC)

(Work Center may suitably ro-number the clause Nos. (and cross reference clause munbers} to match the
sequence of the existing tender clauses).

Purchase preference policy (linked with local content) (PP - LC)notified vide letter No.
0-27011/44/2015-ONG/IIFP dated 25.04.2017 of MoPNG.

1

11

12

1.3

Bidders seeking Purchase preference (linked with local content) (PP - LC) shail be
required to meet / exceed the target of Local Content (LC) of %.

(Work center to select and indicate the Local Contents (LC) from Enclosure-l of poficy document. The
LC limits shall be linked with date of TBO of tender For a tender due to open between 01.04.18 and
31.03.20, LC fimit mentioned for 2018-20 shall be oppficoble. Simitarly for a tender opening between 01,04.2020
to 31.03.2022, LC imits mentioned therein sholl be apphicable.)

Such bidders shall furnish following certificate on its letter head along with their
techno-commercial bid.  The undertaking shall become a par of the contract:

‘We M/s, (name of the bidder) hereby certify that we meet  lhe
mandatory focal content requirements of the LSTK contract J.e. (to be filled
by the work center) quoted vide offer No. dated against ONGC
tender No. by us."

Above undertaking shall be supported by the following certificate from Statutory
Auditor engaged by the bidder, on the letter head of such Statutory Auditor:

"We the statutory auditor of M/s. (name of the bidder) hereby
certify that M/s. (name of bidder) meet the mandatory local content
requirements of the LSTK contract i.e. _______(to be filled by the work center)
quoted vide offer No. dated against ONGC tender
No. by M/s (Name of the bidder)."

Note ; In case of bidder(s) for whom Statutory Auditor is not required as per law.
required certificates shall be provided by a practicing Chartered Accountant

At the bidding stage the bidder shall provide Break-up of “Local Companent” and
"Imported Component” in the prescribed format enclosed as Enclosure- A (Work
center to enclose Enclosure — IV of the policy document renaming the same as
Enclosure-1) and shall be uploaded by the bidders along with their price bid in the e-
procurement portal.

Eligible (techno-commercially qualified) LC bidder shall be granted a purchase
preference of 10%, (.e. where the evaluated price is within 10% of the evaluated
lowest price of Non Local Content (NLC) bidder, other things being equal
Accordingly, purchase preference shall be granted to the eligible (techno-
commercially qualified) LC bidder concerned, at the lowest valid i.e. NLC price bid.

Only those LC bidders whose bids are within 10% of the NLC L1 bid would be allowed
an opportunity to match L1 bid. All the eligible LC bidders shall be asked to submit
their confirmation to match their price in sealed envelopes. Envelopes of the bidders
shall be opened and award for the prescribed quantity shall be made to the lowest
evaluated TA/CA bidder among the eligible LC bidders. In case the lowest eligible LC
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bidder fails to match L1 price, the next eligible LC bidder will be awarded the
prescribed quantity and so on. In case none of the eligible LC bidders matches the LI
bid, the actual bidder holding L1 price will secure the order.

Entire contract shall be awarded to the lowest techno-commercially qualified LC
bidder subject to matching with valid NLC L1 rates. In case LC bidder fails to match
rates with valid NLC L1 rates then entire contract shall be awarded to valid NLC L1
bidder.

For the purpose of this policy, all terms used vide aforesaid policy shall be governed by

the definitions specified at para 2 of the policy document notified by MoPNG vide letter
No. 0-27011/44/2015-ONG/AIFP dated 25.04.2017.
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The successful bidder shall be obliged to fulfill the requirements of quality and delivery
time In accordance with the provisions of the Purchase order/contract.

ONGC shall have the right to satisfy itself of the production capability and product
quality of the bidder,

Determination of LC:

LC of EPC contracts shall be the ratio of the whole cost of domestic components in
the combination of goods and services to the whole combined cost of goods and
services.

The whole combined cost of goods and services shall be the cost
spent to produce the combination of goods and services, which
is incurred on work site. LC of the combination of goods and services
shall be counted In every activity of the combination work of goods and services.

The spent cost as mentioned in paragraph 8.2 shall include production cost in the
calcuiation of LC of goods as at clause 8.3.1 and service cost in the calculation of LC
of services as mentioned in clause 8.3.2.

Calculation of LC of goods; LC shall be computed on the basis of the cost of
domestic components In goods, compared to the whole cost of

product. The whole cost of product shall be constituted of the cost
spent for the production of goods, covering  direct component
{material) cost; direct manpower cost, factory overhead cost and
shall exclude profit, company overhead cost and taxes for the
delivery of goods.

Calculation of LC of Services, LC of Service shall be calculated on the basis of the
ratio of service cost of domestic component in service to the total cost of service.

1The total cost of service shall be constituted of the cost spent for rendering of
service, covering:

a, cost of component {material) which is used.

b. manpower and consultant cost, cost of working equipment/facility,
and

c. general service cost, excluding profit, company overhead cost, taxes and
duties.

7.3.2.2 Determination of Local Content: The determination of local content of the working

equipment/facility shall be based on the following provision:
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working equipment produced in the country is valued as 100% (one hundred
percent) local content, working equipment produced abroad Is valued as much as
nil (0% percent) local content.

Calculation of LC and Reporting

LC shall be calculated on the basis of verifiable data, In the case
of data used in the caiculation of LC being not verifiable, the value of
LC of the said component shall be treated as nil

Formats for the calculation of LC of goods may be seen at Enclosure- A. (Work
center to enclose Enclosure — IV of the policy document renaming the same as
Enclosure-A)

Certification and Verification

Bidder seeking Purchase Preference under the policy, shall be obliged to verify the
LC of goods as follows:

a) Price Break-up:
(i) The bidder shall provide break-up of "Local Component” and
"Imported Component” along with the price bid as per provisions under
clause 1.3

(i) Bidder must have LC in excess of the specified requirement.
b) U (| bidder.

I The bidder shall submit undertaking along with the techno-commercial
bid as per clause No. 1.1, such undertaking shall become a part of
the contract,

il Bidder shall also submit the list of items / services to be procured from
Indian manufacturers / service providers.

After Contract Award:

a) In the case of procurement cases with the value less than Rs. 5 Crore
(Rupees Five Crore), the LC content may be calculated (self-assessment)
by the contractor and certified by the Director/Authonized Representative of
the company.

b) The verification of the procurement cases with the value Rupees Five Crore
and above shall be camied out by a Statutory Auditor engaged by the
bidder.

Each supplier shall provide the necessary local-content documentation to the
statutory auditor, which shall review and determine that local content requirements
have been met and issue a local content certificate to that effect on behalf of ONGC,
stating the percentage of local content in the good or service measured. The Auditor
shall keep all necessary information obtained from suppliers for measurement of
Local Content confidential,



93 The Local Content certificate shall be submitted along with each invoice raised.
However, the % of local content may vary with each invoice while maintaining the
overall % of local content for the total workipurchase of the pro-rata local content
requirement. In case, it is not satisfied cumulatively In the invoices raised up to that
stage, the supplier shall indicate how the local content requirement would be met in
the subsequent stages.

94  Where currency quoted by the bidder is other than indian Rupee, exchange rate
prevailing on the date of notice inviting tender (NIT) shall be considered for the
calculation of Local Content.

95 ONGC shall have the authority to audit as well as witness production processes to
certify the achievement of the requisite local content.

10 Sanctions

10.1 ONGC shall impose sanction on bidder / successful bidder for not fulfiling LC in
accordancewith the value mentioned in certificate of LC.

10.2 The sanctions may be in the form of written waming, financial penaltyand blacklisting.

10.3 if the bidder does not fulfill his obligation after the expiraton of the
period specified in such warning, ONGC shall initiate action for blacklisting such
bidder/successful bidder.

104 A bidder who has been awarded the contract after availing Purchase
Preference is found to have violated the LC provision, in the
execution of the procurement contract of goods andlor  services
shall be subject to financial penalty over and above the PBG value prescribed in the
contract and shall not be more than an amountequal to 10% of the Contract Price.

10.5 In pursuance of the clause No. 10.4 above, towards fulfilment of conditions pertaining
to Local Contents in accordance with the value mentioned in the certificate of LC, the
bidder shall have to submit additional Bank Guarantee (format attached at
Enclosure-B) equivalent to the amount of PBG.



Enclosuve - B

Proforma of Bank Guarantee towards Purchase Preference — Local Content.

Ref. No. Bank Guarantee No
Dated

To,
Qil And Natural Gas CORPORATION

India
Dear Sirs,

1. In consideration of Oil And Natural Gas CORPORATION Limited, incorporated
under the Companies Act, 1956, having its Registered Office at Pandit Deen Dayal
Upadhyaya Urja Bhawan, 5 Nelson Mendela Marg, Vasant Kunj, New Delhi - 110070,
India and one of its offices at (hereinafter referred to as
"ONGC', which expression shall, unless repugnant to the context or meaning thereof,
include all its successors, administrators, executors and assignees) having entered into

a CONTRACT No. dated (hereinafter
called 'the CONTRACT' which expression shall include all the amendments thereto)
with M/s having its registered/head office at

(hereinafter referred to as the 'CONTRACTOR') which
expression shall, unless repugnant to the context or meaning thereof inciude all its
successors, administrators, executors and assignees) and ONGC having agreed that
the CONTRACTOR shall furnish to ONGC a Bank guarantee for Indian Rupees/US$
.............. for the faithful fulfilment of conditions pertaining to Local Content in
accordance with the value mentioned in the certificate of Local Content submitted by the
contractor for claiming purchase preference under the Purchase Preference Policy
(linked with Local Content),

2. We (name of the bank) registered under the
laws of having head/registered office at
(hereinafter referred to as "the Bank”, which expression shall, unless repugnant to
the context or meaning thereof, include all its successors, administrators, executors
and permitted assignees) do hereby guarantee and undertake to pay to ONGC
immediately on first demand in writing any /all moneys to the extent of Indian
Rs./US$ (in figures) (Indian Rupees/US Dollars (in
words) ) without any demur, reservation, contest
or protest and/or without any reference to the CONTRACTOR, Any such demand made
by ONGC on the Bank by serving a written notice shall be conclusive and binding,
without any proof, on the bank as regards the amount due and payable, notwithstanding
any dispute(s) pending before any Court, Tribunal, Arbitrator or any other authority
andior any other matter or thing whatsoever, as liability under these presents being




absolute and unequivocal. We agree that the guarantee herein contained shall be
irrevocable and shall continue to be enforceable until it is discharged by ONGC in
writing. This guarantee shall not be determined, discharged or affected by the
liquidation, winding up, dissolution or insolvency of the CONTRACTOR and shall remain
valid, binding and operative against the bank.

3. The Bank also agrees that ONGC at its option shall be entitled to enforce this
Guarantee against the Bank as a principal debtor, in the first instance, without
proceeding against the CONTRACTOR and notwithstanding any security or other
guarantee that ONGC may have in relation to the CONTRACTOR's liabilities.

4. The Bank further agrees that ONGC shall have the fullest liberty without our consent
and without affecting in any manner our obligations hereunder to vary any of the terms
and conditions of the said CONTRACT or to extend time of performance by the said
CONTRACTOR(s) from time to time or to postpone for any time or from time to time
exercise of any of the powers vested in ONGC against the said CONTRACTOR(s) and
to forbear or enforce any of the terms and conditions relating to the said agreement and
we shall not be relieved from our liability by reason of any such variation, or extension
being granted to the said CONTRACTOR(s) or for any forbearance, act or omission on
the part of ONGC or any indulgence by ONGC to the said CONTRACTOR(s) or any
such matter or thing whatsoever which under the law relating to sureties would, but for
this provision, have effect of so relieving us.

5. The Bank further agrees that the Guarantee herein contained shall remain in full
force during the period that is taken for the performance of the CONTRACT and all dues
of ONGC under or by virtue of this CONTRACT have been fully paid and its claim
satisfied or discharged or till ONGC discharges this guarantee in writing, whichever is
earlier,

6. This Guarantee shall not be discharged by any change in our constitution, in the
constitution of ONGC or that of the CONTRACTOR,

& The Bank confirms that this guarantee has been issued with observance of
appropriate laws of the country of issue.

8. The Bank also agrees that this guarantee shall be governed and construed in
accordance with Indian Laws and subject to the exclusive jurisdiction of Indian Courts of
the place from where the purchase CONTRACT has been placed.

9, Notwithstanding anything contained herein above, our liability under this

Guarantee is limited to Indian Rs./USS (in figures) (Indian Rupees/US
Dollars (in words) ) and our guarantee shall remain in force
until (indicate the date of expiry of bank guarantee)

Any claim under this Guarantee must be received by us before the expiry of this
Bank Guarantee. If no such claim has been received by us by the said date, the rights



of ONGC under this Guarantee will cease. However, if such a claim has been received
by us within the said date, all the rights of ONGC under this Guarantee shall be valid
and shall not cease until we have satisfied that claim.

In witness whereof, the Bank through its authorised officer has set its hand and
stamp on this ......., dayof ........ s 4 7Y - | SR

WITNESS NO. 1
(Signature) {Signature)
Full name and official Full name, designation and
address (in legible lefters) address (in legible letters)  with Bank
stamp
Attorney as per power of
Attorney No.............
Dated .........ccoreuinni
WITNESS NO. 2
(Signature)

Full name and official
address (in legible letters)



