2.1.7 The procedure for award under the policy along with some examples
of typical procurement scenarios iz at Enclosure-V.

6.1
6.1.1

Da inatio LC

LC of goods

LC of goods shall be computed on the basis of the cost of
domestic components In goods, comparad fo the whole cost of
product. The whole cost of product shall be constituted of the cost
spant for tha production of goods, covering: direct component
(material) cost; direct manpower cost factery overhead cost and
shall exclude profit, compary overhead cost and taxes for the
delivery of goods,

5.1.2 The criteria for determination of the local contentt cost in the

a)

b}
c}

8.13

6.2

621

goods shall be as fallows:
in the case of direct component (material), based on country of

arkgin;

Inthe case of manpower, based on INR component and
In the case of working equipmentfacility, based on the country of

anigin.

The calculation of LC of the sombinaion of saveral kinds of
goods shall be based on the ratio of the sum of e multiplication
of LC of each of the goods with the acquisition price of each goods
to the acqunsition price of the combination of goods.

LC of service

LT of Bervice shall be calculated on the basis of the ratic of
service cost of domestic component In service to tha total cost of
service.

6.2.2 The tolal cost of service shall be constituted of the cost spent for

15
o

renderng of service, covering:

8} costof component {matenal) which is used:
b) manpower and corsultant cost cost| of working

equipmentfacility, and

¢}  general service cost, excluding profit, company overhead cosy

taxes and duliss,
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5.2.3 The criteria for determingtion of cost of local contant in the Service shal

6.3

6.4
4.1

be as follows:

&) in the case of materal being used to help the provision of
service, based on country of erigin:

B in the case of manpower and consultant based on INR
companent of the services contract:

c) in the case of working equipmentfaciiity, based on country of
origin; and

dl in the case of general service cost, based on the criteria gs
mantioned in clauses a, b and ¢ above,

el Indian flag vessels in cperation as on date.,

Determination of Loecal Content: The detemination of local
content of the working equipmentifacilty shal be based on fhe
following provision: working ecuipment sroducad in the country s
valued as 100% (one hurdred parcent) local content: working
equipment prodused abrosd s valued as much as nit (0% percent)
Incal contaiyl,

LC of the EPC Contracts:
LC of EPC contracts shall be e ralic of the whole cost of
domestic components in the combination of goods and services o
the whole combined cost of goods and services.

shall be countad in every activity of the combination werk of goods and
SENvices,

643 The spent cost as mentiched in paragraph 64.2 shal inglude

6.5
6.5.1

production cost in the calculation of LC of goods as mentioned in

clause 81,1 ard senice cosl in the calculation of LC of services as
mentioned in clause 2 7

Calculation of LC ang Reporting

LC shall be calculated on the basis of verifiable data, In the case
of data used In the calculation of LG being not verifiable, tha vaive of
LG of the sald companant shall be traated a5 nfl.

6.5.2 Formals for the calculation of LC of goods, senvices sz wall as

EPC contracts may be zesn at in Enclosyredl, Enclosure-lll and

Enciggum-ﬁ".
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7.1

.12

713

Cortiflcation and Verification

Manufacturers of goods andfor providers of samvice, seaking
Furchase Preference under the polficy, shall ba cblged to verify the
LC of goods, service or EPC contracts with the provision as follows:

Ak bidding stage:

d) Frice Break-up,
* The bidder shall provide break-up of “Local Component” and
“Imported Component” in the prica format
« Bidder must have LC n excess of tha requirement specifiad in
Enclosure-.

b) Unrdertaking by the bidder:
= The bidder shall submit an undertaking along with {he bid
stating thal the bidder meets the mandatory minimum LC
requirement, and such undertaking shall become a part of the
confract '
« Bidder shall also submit the list of tems / sarvices ta be
procured from Indlan manufacturers / service providers.

€]  Statutory Auditor's Caertificale:

* The Undertaking submitted by the bidder shall be supported
by a cedificate from Stalutory Auditor engaged by the
bidder certifying that tha bidder meets | the mandatory
local content requirements of the project,

After Conlract Award;
a) In the case of procurement of goods andfor services with

the value less than Rs. 5 Crore (Rupeas Five Crore), the LC
content may be calculatad (self-assessment) by the supplier of
goods andior the provider of eervices and certfied by the
Director/Authorised representative of the company,

b) The wverfication of the procurement of goods, service or

EPC confracts with the value Rupees Five Crere  and above shall
& camied cut by a Statutory Auditor engaged by the bidder.

Page & of 19




7.2

1.3

74

7.5

8.1

8.2

Each suppler shall provide the necessary local-conten
documentation to the statutory auditor, which zhall review ang
determine that local content requirements have been mat and
issue 3 local 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
cbtained from suppliers for measurement of Local Content
confidantial,

The Local Content certificate shall he submitted along with
each Invoice raised. However, the % of local contest may vary with
each Invoice while malntaining the overall % of local content for tha
total workfpurchase of the pro-rata lacal content requiremant. In Case,
it Iz not satisfied cumuiatively in the invoices raised up to that stags,
the supglier shall indicate how the local content requiremant would be
met in the subsequent stages,

As regards cazes whars cunency quoted by the bidder is other than
Indian Rupee, exchange rate prevaiing on the date of nofice inviting
tender (NIT) shall be cansidered far the calculation of Loeal Content.

The Procuring Campany shall algo have the authority to audit as wall
&85 witness production processes to certify the achievement of the
requisite local content

and S isian

A Steering Commitiee will be consiituted by McPNG to provide
effective guidance and to oversee the effective implamentation of the
Policy including review and amendments required therain The
Steering Committes may consider representations on target Local
Contert in goods, servicas ant EPC and modify the policy
accordingly,

The Steering Committee shall annuady conduct a review of tha palicy
Implementation which shall specifically cover the ssue of whether
thera has bean adequale competition, and whether the policy has
resited in any reduction in competition! exchision of non-local bidders
ar any cost Increase to the purchasing PSU, paricularly in rezpect of
s8rvices & works condracts,
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9 Sanctions

a1 The Procuring companies shall imposa sanction on manufacturers!
service providers not fulfilling LC of goods/ services in accordance
with the valus mentioned in certificate of LC.

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

9.3 In the evert that a manufaciurar or supplier of goods andfor provider
of services does not fulfil his obligation aftar the expiration of the
paricd specifiad in such warning, the procuring company can Initlate
action for Macklsting such manufaclurarsupplier/sarvice provider.

9.4 A manufacturer andfor supplier of goods andfor provider of services
who has been awarded the contract &fter avaling Purchase
Preferonce s found o have viclaled the LC provision, in the
execution of the procurement confract of goods andlor services
shall be subject to financial penalty specified in clause 9.4.1.

841 The financial penalty shall be over and above the PBG value
prescribed in the contract and shall not be more than an amount
anual to 10% of the Contract Frice.

10. Clarificatio Goods! Services: Any lzspe regarding the
coverage of a particular goodf senice under the proposed pofcy
would be referred o the Steering Committea for elarfication.

i1 Time Pariod. The Policy shall be applicable for 5 years. Except for
2017-18, the Policy shall not be continued unless, the Steering
Commitiee by Seplember 30th of each year, concludes a review as
per para 8.2 of the Policy and recommends continuation of the
Purzhases Preference.
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Enclosurs -|

Tabie 1: I&W—MMMM
mwﬂiﬂnﬂuﬁi

8. Item Local Content (%) |
[
[ 2017- | 2018- | Zozg-
2010 | 2020 | 7022
A | Goods
' | Tubular (Oriling Pipe, Gril Gollar, Cazmg, Lins Pipss. |53 & &0
Tubing, efs.)
2 _Drilling Muci'Chemicals/ion weil Cemend 40 45 50
3 | Pumping Uni i a0 T i
|4 [ Wachinery & Equipment 20 a5 30
5 | Premium Biis o 10 15 jZ30
B | Wellhead & X-masstreg _ |
8. Onshore Al 45 50
b ":l'fl"ihDI'E 10 ik 16
T | Down Hote Tool T SR e
A Cnghare 20 25 30
. L. Oifshore ia 1 15
W | Well Compiafion  Avificial [ E Equpment e s
8. Onshoe o 25 ap
b. Offshere 10 10 14
8 [ Fusoil ST T e —— i T El]
10 | Lubricani e 3 10 1
| 11| Otfer Goods 30 3B 4D
| B | Sarvices
- Survey, Salamic and Gesiogy Siadies B s
8. Onshorg &0 0 bt
- B Ofshore 10 19 15
2 | 'Logging Services |
a. Onghore 24 25 an
_ b. Offshare 10 10 15
a 'W:ug-gm"_g' e e 1 FT B0
4 T Chartering of Fige ST = I i
4. Ovishora 1) 5D i
|| b OMstore 20 25 30 |
5| Spedilized Driling and | Cornpistion Services” 16 - 180
& | Engineering Procurement Constraotian & Mnselision T 1 | —
(EPCI)
8. Onshove 50 ] B0
5 Offshore 20 50 [
1] Fiptdine Projests 20 a0 a5
(liy Well Platform Projests 20 30 as
i} Process Platferm Projects 20 ac as
¥} Revamp Projects 20 an 35
7 Logisics {including FPS0 and and Tarkers) 2 it
#. Onshore 75 75 an
b Cfshsre 15 20 25
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TR [ Local Content {¥} 1|
Na .
o — 2017- || 2018- | 2000
2018 | | 2020 | 2022

8 [Alrlogisfics 18 0 |
Eﬂ.__,mmhw =11 B& &0 :
1 Other Servicas 30 k] 40 '
C. | Fabricaiions .| 2=
1| DrilingWorkever Riga/WES units Censtrucion i

& Onshore | 5O £ 70
| b oOfishors == l20 |25 |28
2 | Offshore Vessels/Rigs Construcion 24 5 L

g. * Specialised Driling and Well completion sarvices include

Direction Driling, Yhipsiock, Milling, Coring, Cementing
Senvices, Drilling frid services, Complation & Production
Services, WSS, Well Intervention Services, Fracturing end ROV
ate,

The policy s not applicable for Deep water/ HP-HT operations
for tha 1ime being.

. The Charter Hidng of offshors vessals shall continue o be

govamad by DG, Shipping Guldslines. [ndian Flag Vessals shall
ba coneidered e hawing 100% LC.
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Jmmﬁm— e

Supply Contracts = 205

EPC Contracts (athers) - _| WE_— [w ==%
Note:

thers being SEeCific policies for thoge Aroducts! servicas,

2. The preseribag focal content in the above Tableg (Table 1 &
Table 2} ghall be applicable an the date of Notica inwiting
Tender
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Enclosura-|l
CALCULATION OF LOCAL CONTENT-GOODS
| Name of Manufacturer | Calculation by manufacturer J
= _ Cost per one unit of product
Cost companent Cost Cost Cost %Domestic
| (Domestic | (imported Tatal Component
component) | component) | RsfUSH | d=aic
_ B ol b c= ga+h
3 Diract C i)
material cost
i. Direct labour |
cost
i Factory
ovarhead
IV, Total
production
| cost B B
Mote;
% LC Goods = Tiodal cost {IV.c) — Tolal imgoned eqmponant cost (1Y B)
* 100 Total Cost {IV.c)
% LC Goods = Totel domeslic component gosl (V.8 X 100
Total cost (1V.c)
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closuredll

T LOCAL cO T- SERVICE
NAME OF SUPPLIER OF GOODS/PROVIDER OF SERVICE
| == [ Cost Summary N
Domestic | Imparted | Total | (c i
i % [Aojuss
| b ¢ d  Je=b/d [f=dwe
A Cost component
I Materigl Rs |
imed cost Uss |
Il. Personnel & s
Consultant cost | uss
[f1 Other Az
services cost Liss
V. Totalcost]l | ps '
1o i) | usg
B | Taxes and Dyties Rs i|
Uss
'€ [ Total quoted price Rs —

Mole:

% LC Bervice = Total oost (A, 1V, d) - "MMMMM! X 100
Total aost (4. v Gy

* msmm-mmmwx 100
Total cost (A, 1V, 4)
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Enclosure -1V
CALCULATION OF LOCAL CONTENT - EPC (GOO0DS AND SERVICE)

A | COST COMPONENT | Cost Summary
(Rs/USS)

Domestic | imported | Totsl LC
Ra/USs

=n =

| | Goohs

i Malerial used cost | = iy
Equipment cost = I '

| ]
T e B et — e

| SERVICES
Parsonnel & Consultant
Cost

Equipment & Work
Faciity Cost

& | Construction/ Fabrication

Bt e

=| o

_.|..|

bl

i
8
3

Sub Tolal I
T | TOTAL COST GOODS
| + SERVICES
| B, | Won Cost Component

LR

TOTAL QUOTED

PRICE - p L3

my

Mote:
% LC Combination = Tolal domesiic compansnt cost of goods (A.1.3.b)+ i

Total domestic companent coet of genvipe (AL 6b] X 100
Total Cost (A_1IL.d)
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| ot |

FROCEDURE For AWARD AND somE EXAMPLES OF TYPICAL

FHD{:UREI'-IEHT SCENARIOS
1. [ for award o ontacts under o] shall be as
followes:
1.1. Goods:

qucted, as |2 L3, L4 and so on. L1 bid meets Prescribed LC as per
Enclosure- |, the saj4 bidder will be awarded full value of the order

112

and so on, Howaver, the Procuring company may choose to divide
the order amongst more thap one successful bidder s long asz all
Such bidders mateh Lland the chiteria far allocating the tender
quaniity amongst a number of successiy| bidders g clearly

.13 In case ali eligible Lo Manufaciurers faj 1o match the L1 big, the

actual bidder holding L1 bid wip SBCUre the ordar for fyll Procurement
value,

1.7.4. Oniy those Lo Manufacturers whose bids are within 109, of the L1 bid

1.1.5, E;!mqle 1- Erncuramgni of 50,000 MT Casing Pipeg
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It is intended to procure 50,000 MT casing pipes. The bid documeants
should specifically provide prefarence to LC manufacturers of casing
pipes (having local content more than the presciibed level as per
Table 1) in terms of 50% of procurement value subject to matching of
L1 price and on safisfying lechnical specifications of the tender
Suppose there are five bide. 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: After opening of commercial bids, position Is like L1: LC1,
LZNLCT, L3 NLCZ, L4: NLC2E and LS: LC2, then work wil be
awarded to LC1 vendor,

Case 24: After opening of commerdial bids, position 18 kke L1: NLC1,
L2 NLCGZ, L3: NLC3, L4: LC1 and L5 LC2, NLCT gualfies as L1, and
LC1 iz L4. Then LC1 shall have the option of providing 50% of tha
procurement value at L1 prices. NLC1 will get remalning 50% of the
procurement value,

Cage 2B: If LC1 refuses lo undertaks the tendered work at L1 prices,
LC2 should be congiderad to supply at L1 prices.

Case 3: After opening of cormmercial bids, posttion is like L1 MLCA,
L2: NLC2, L3: NLC3, L4: NLC4 and LBE: NLC5. In this case, no vandor
with prescribed local content is available, hance the full order will be
awarded 1o NLCT.

1.2. Services/ EPC contracts:

1.21.  For oil and gas services/ EPC confracts proposed to 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
arder of price quoted, as L2, L3, L4 and 50 on. If L1 bid meets
prescribed LC as per Enclosure- |, the sald bidder will be awardad full
value of the order,

1.2.2. IF L1 bid does not meet prescribed LC as per Enclosure: |, the lowest
bidder among the eligible LG service provider, whether L2, L3, L4 or
higher, will be invited to match the L1 bid. In case first eligible LG
servica provider fails to match L1 bid, the next eligible LC semvice
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- Pravider will be invited 1o match L1 bid and so on. The entire contract

Wwould be awarded to the lowest eligible servics provider, subject o
Mmatching L1 bid,

1.2.3. In case a| algible LC servica praviders fall to match the L4 bid,

the actual bidder holding L1 bid will Sacure the order for ful
Procurement value,

1.2.4 Only thosa LC service providers whose bids are within 10% of the L1 bid
weuld be aliowed an Opportunity to match L1 bid,

1.2.5 Example 2:

If for & tender where minimum  specified Lo I8 15%, four bidders have bean
shortlisted for price bl Bpening and the status of the bidders is as balow:

[SINo [ Sidder —‘_Efféa_-q[:ae_d I Milion USD % of L€ quoted
e ee————
e T
¥ Thp—— — T8 = r
4__ﬁ__J:ﬁ__ S j
T = = IR —

In the sbove tase, L1 bidder has quoted lower than the
L2, L3 and L4 bidders are EGhI'Eﬂﬁg-’EIEEEdiHQ the mini

and are within 10% of Quoted price of L1 hidder Hence entire quantity shall be
awarded (o bidder, to L2 {or if L2 refusey then L3

) L4 In that order). Subjct to ’id
matching L1 prige.
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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.

Sir,

Please refer to MoPNG letter No. 0-27011/44/2015-ONG-II/FP dated
25.04.2018 on the subject mentioned above vide which copy of “Policy to
provide Purchase Preference (linked with local content) (PP-LC) in all Public
Sector Undertakings under the Ministry of Petroleum and Natural Gas” was
circulated.

2. In this connection, following modifications have been made in the said
policy with approval of competent authority:
. & Removal of the word “equipment” from Para 6.1.2 (c), as follows:

“(c). in the case of working facility, based on the country of origin.”

b. Local content for Onshore Drilling/ Workover Rigs/ WSS units
Construction under Fabrication head in Sl. No. C.1.a. in Table 1 of
Enclosure-] shall be modified as:

|SL No Content (%)
|C Fabrications 2018-2020 |2020-2022
1 Drilling/ Workover Rigs/ WSS
its Construction
l: Onshore 30
——




3.

c. First bullet under point a) (Price Break-up) in Para 7.1.0 (At
bidding stage) shall be substituted as:

s “The hidder shall provide the percentage of local content in the
bid_*

d. Para 7.1.2 (At bidding stage) (b) & (c) and 7.1.3 (After Contract
Award) (a) & (b) shall be substituted with the following clause:

“The bidder shall submit an undertaking from the authorised signatory
of bidder having the power of Attorney alonguith the bid stating the
bidder meets the mandatory minimum [C requirement and such
undertaking shall become a part of the contract.

In cases of procurement for a value in excess of Rs 10 ciores, the
undertaking submitted by the bidder shall be supported by a certificate
from the statutory cuditor or cost auditor of the company (in case of
companies| or from a practicing cost accountant or practising chartered
accountant (in respect of other than companies) giving the percenlage of
local content.

However, in case of foreign bidder, certificate from the statutory auditor
or cost auditor of their oun office or subsidiory in India giving the

;mmmgnnffumimmﬂmaﬁuﬂmepmbm In case office or
in India does not exist or Indian office/ subsidiary is not

reguired to appoint statutory auditor or cost auditor, certificate from
practising cost accountant or practising chartered accountant giving the

percentage of local content is also acceptable.”

e. Reguirement of obtaining the list of items; services to be procured
from Indian Manufacturer/ service providers as per Para 7.1.2 (b
[second tullet) of the Policy shall be omitted.

The above modifications in PP-LC Policy will come into force with

immediate effect,

Yours faithfully,

e

(Vijay Sharma]
Director
Tel.; 23073069

Copy to: 1) US {Admn), MoPNG

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