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Introduction



Preface

The Economic Participation Policy “The Policy” is a key enabler for national economic

growth. It achieves this by fostering investment opportunities and enhancing local

capabilities within strategic sectors through defined mechanisms. The policy applies




An overview of the Economic Participation Policy 4
'

5

The Economic Participation Policy “The Policy” applies to
all government procurements where the value of imported
goods and services equals or exceeds SAR 100 million
(referred to as the minimum threshold), leading to
economic participation obligations of 35% of the imported
goods and services' value. To meet these obligations,
companies are required to implement high-quality
investments in economic activities designated by the
policy, with the objective of generating additional

economic value.



Objectives of the Economic Participation Policy

@ the value derived from government procurement through the localization of strategic
<’/ industries and services.

Local Content and fostering scientific research and development. >

Q
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Q\\ x F&" ’..;:':.. % @ and developing national industrial and service capabilities that contribute to sustainable
" \ N i i | <’ economicdevelopment.

\
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technology and knowledge in vital areas prioritized for the national economy.

Q
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competitiveness to increase exports and participation in global supply chains.

@ human capabilities and expertise via training, development, knowledge transfer,
“<’ and creating sustainable job opportunities.

to strengthening and qualifying local companies, enhancing their >




Definitions

General Definitions

Government Entity

Ministries, government agencies, and public corporations, authorities, and institutions, as well as
entities with independent public legal personalities.

Local Content and Government Procurement Authority.

Economic Participation Policy.

Mian Contract

The contract concluded between the government entity and the Obligor.

Undertaking Letter

A written undertaking provided by the potential Obligor to fulfill their promised obligations as per the
Economic Participation Proposal.

-




Definitions

General Definitions

Economic Participation
Obligations

Obligor

The Obligor's obligations pertaining to the Economic Participation Program, detailed in the w
Policy.

The party concluding the economic participation contract, whether the contractor, its subsidiary, ora
subcontractor.

Eligible Activities

Seven activities through which obligors can choose from to submit their economic participation projects
to meet their outstanding obligation

Economic
Participation Proposal

A document submitted by the bidder with their price offer for the tender, outlining the purpose of
Economic Participation projects, their growth potential, and specifying their outputs, timelines, and
required resources forimplementation.

Economic
participation Credit

The value assessed by LCGPA for activities performed by the Obligor to meet Economic Participation
obligations.
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Definitions

General Definitions

Minimum The minimum value of imported goods and services that hecessitates compliance with the
Threshold Economic Participation Program requirements, as stipulated in Paragraph 2.4 of the Policy.

LI LINIE =i M The valuation factor used by LCGPA to calculate the Economic Participation credit resulting from
Multiplier an Eligible Activity, as specified in the Policy.

Participation Contract obligations as per the Economic Participation proposal.

o ILEGT il afive-year period starting from the signing of the Economic Participation contract, during which the
Period Obligor must meet their Economic Participation obligations.

Surplus Economic The value from the Economic Participation credit that exceeds the Economic Participation
Participation Credit obligations.

Economic The contract concluded between LCGPA and the Obligor for the fulfillment of Economic Participation w

Credit Claim

The actual financial value generated from implementing projects under the concluded Economic
Participation Agreement, which the LCGPA evaluates according to established regulations and standards. ”




Fundamental principles of the
Economic Participation Policy



Core principles of the Economic Participation Policy 4
'

ﬁ% Added Value

LCGPA's Economic Participation Policy is
designed to generate added value for the national
economy by means of Eligible Activities.

Therefore, the Obligor should be able to
demonstrate that the Economic Participation
project adds new value to the Kingdom'’s
economy.

Direct Economic
Participation

LCGPA prioritizes Direct Economic Participation
projects that are directly associated with the
sector or industry of the Main Contract.

N

Causality

Economic Participation Program must originate
from a Main Contract.

Obligors should be prepared to demonstrate that
the project is a direct outcome of fulfilling their
Economic Participation Program obligations.

This excludes project that are submitted by the
obligor to fulfill future obligations, contingent to
LCGPA approval

(YL

" Mutual Benefit

No additional costs for the Economic Participation
project should be incorporated into the main
Procurement Contract.

At the same time, it should prove beneficial for the
Kingdom's economy, local beneficiaries, and the
Obligor.

N

Sustainability

Projects under the Economic Participation
Policy prioritize achieving economic and
operational sustainability, with a focus on
initiatives capable of enduring and expanding
beyond the fulfillment of Economic
Participation obligations.

Responsibility

LCGPA provides comprehensive support to
Obligors to deliver Economic Participation
projects. However, the Obligor is solely
responsible for the fulfilment of such
obligations as agreed upon with the LCGPA,
within the stipulated terms.

N
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Scope of the Economic Participation Policy

Policy Application

Direct

Procurement of Goods and Services >

. Meeting Economic Participation obligations

Government Entity Foreign Companies

All government procurements concluded with a foreign company and funded by government financial resources:

Where the value of imported goods or services equals or exceeds SAR 100 million.

[
| Via a Third Party
:
Procurement of Goods and . ‘I' + 1] Procurement of Goods and .
Services (aloolaoa/nalal Services
Local Agent/ Distributor
Government Entity Foreign Companies
. Meeting Economic Participation
obligations

All government procurements concluded with a local company and funded by government financial resources:

The local company is bound by a subcontract with a foreign company, and the value of imported goods or services within this subcontract equals or exceeds SAR 100 million. 1

Should a local agent or local company engage in multiple subcontracts with foreign companies, the minimum amount will be applied independently to each subcontractor.




Eligible Activities for Obligors to Meet
Economic Participation Obligations



Eligible Activities for Obligors to Meet Economic Participation
Obligations

LCGPA's Economic Participation Policy allows Obligors to fulfill economic participation’'s obligations and meet specified requirements.
By implementing projects under the activities outlined below, with the aim of increasing the Gross Domestic Product:

By Capital injection dedicated to establishing, expanding, or upgrading an industrial or service

Investment facility.

Enhancing and developing local industrial capabilities, localizing new industries and services,
and enabling local beneficiaries to provide quality goods and services within their service
portfolio or area of activity.

Localization of
Industry or
Services

Purchasing local products and services as part of acommercial agreement between
Sub- .. :
the local beneficiary and the Obligor.

contracting

Purchasing Saudi goods and services by foreigh companies for export and opening

Export new markets for Saudi products to access global supply chains.

Promotion




Eligible Activities for Obligors to Meet Economic Participation
Obligations

LCGPA's Economic Participation Policy allows Obligors to fulfill economic participation’'s obligations and meet specified requirements.
By implementing projects under the activities outlined below, with the aim of increasing the Gross Domestic Product:

Carrying out applied research in accordance with a structured frame work to solve a specific
/Cll Research and problem or to develop a new product; to be conducted within Saudi Arabia to meet the needs of
In Development the Kingdom'’s strategic sectors.

AN Providing local beneficiaries with technologies and technical tools,
-( )- Technology : .. : :
along withrelated training and technical assistance.
Qe>  Transfer
— Knowledge Transferring technical know-how to a local beneficiary; covering all activities and

cooperation mechanisms that foster national capabilities.

Transfer

15



The Obliger's Economic Participation Journy



The Obligor’s Economic Participation
Bidding Submission Phase

For all tenders where the tender documents include Economic Participation Requirements, bidders are required to:

If the value of imported services or goods is less than SAR 100 million.
Bidders must submit a duly signed and stamped Economic Participation’s undertaking letter.

If the value of imported services or goods equals or exceeds SAR 100 million.

Blddlng A signed and stamped Economic Participation Undertaking Letter.
Submission
Phase Economic Participation Proposal:

A document submitted by the bidder with their price offer for the tender, outlining the purpose of Economic Participation projects, their
growth potential, and specifying their outputs, timelines, and required resources forimplementation.

In addition, the Economic Participation proposal must include Direct Economic Participation unless otherwise justified. The bidder may
submit an Economic Participation proposal based on Indirect Economic Participation if agreed upon and pre-approved by LCGPA.

17



The Obligor’s Economic Participation
Bidding Submission Phase

¢2 Undertaking Letter

The Undertaking Letter is a written undertaking signed by the bidder upon submitting their offer for the Main Contract, obligating
them to fulfill their Economic Participation Policy requirements.

The Undertaking Letter is to be submitted during the bidding phase as per the tender documents, regardless of the value of
imported products. If the value of imported products equals or exceeds SAR 100 million, the Undertaking Letter Form should be
attached with the Economic Participation proposal in a separate envelope.

If the main Bidder is alocal company or local agent, the Undertaking Letter must be completed and stamped by the subcontractors
(foreign companies) who will subsequently become the Obligors.
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The Obligor’s Economic Participation
Bidding Submission Phase

Economic Participation Proposal

01. Overview:

In the Economic Participation Proposal, The Obligor must clearly indicate the total investment value in the overview section, the
Obligor presents an executive summary detailing one or more of the proposed Economic Activities: Technology Transfer, Knowledge
Transfer, Investment, Export Development, Research and Development, Localization of Industries or Services, and Subcontracting.
The Obligor must clearly indicate the total investment value In the overview section through a table showing the total credit value of
the Economic Participation Proposal.

02. General Guidelines:

Potential Obligors may present one or more Economic Participation Projects that include diverse Economic Activities. This is done
by filling out the appropriate tables and providing supporting documentation. Furthermore, there are five crucial aspects to take
into account for the project:

Provide a clear description of each proposed project and its anticipated objectives.
Outline the anticipated impact upon project execution.
An outline of the essential conditions and requirements for project success.
An outline of each phase’s duration.
A detailed description of how the project will be implemented and the participating
entities.
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The Obligor’'s Economic Participation 4
Bidding Submission Phase "\

Economic Participation Proposal

03. Project Information: aaalimianl &5 Liall gaje 3gai 42
dole dphi A
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For each proposed project, potential Obligors are required to submit a specific table that outlines the project name, the Obligor’'s eyl 10 15151 ool oo s pores ol Jobuall revgiall (s oS ¢ BoLl o aalol
role, the local beneficiary of the Economic Participation in the project, the type of Economic Activity, a detailed description of each o v jﬂﬂgﬂjﬁ‘mﬂﬁjﬂ?ﬁ;;ﬁ”ﬂﬂﬂﬁﬂ?ﬁl
activity, the investment value, the proposed multiplier, and the project's Economic Participation Credit. If the Economic Bl Byt &5 Ll L sl G gl 2 Lﬂ:ﬁi"

Participation Project includes the involvement of entities other than the Obligor, the proposal must be accompanied by an official - 1 sl 185t cashs
letter from those entities indicating their support and commitment to participate in the project.
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04. The period for meeting Economic Participation obligations: il alai) sl calaLillg Togsail i g g ll
mJMIuMIgcQMIMMETﬁlLLLTﬁQEE .
copuoll ge alogles 8
Obligors have a five-year period to meet their Economic Participation obligations, starting from the date the Economic -e_llﬁ-DEQJ-niJ-DnJ-"iucu:liuJ-;:;_uﬁgiLuhﬂ:uﬂlgumfi;J'lJﬁlﬁl
Participation contract is signed. Furthermore, an additional year is provided to the Obligor to present any documentation or casisall b a5 Lisall aaall dmal
evidence to demonstrate compliance with the Economic Participation obligations. Furthermore, the specified duration is

independent of the Main Contract’s execution schedule.
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The Obligor’'s Economic Participation ,'"* )
Bidding Submission Phase " f

{5 Economic participation Credit

The Economic Participation Multiplier is a numerical factor used to determine the proposed Economic Participation Credit when
undertaking an eligible activity, as defined by LCGPA in accordance with the Economic Participation Policy.
The Obligor can receive a multiplier value from 0.50 to 3, determined by the value added to the national economy.

dlnaadlglaclind uha

The proposed Economic Participation Credit is the estimated value of projects offered by the Obligor within the Economic Participation
form, prior to their approval by LCGPA. It is calculated based on the total proposed projects over the suggested timeframe. ublul yo 20l

The calculated Economic Participation Credit is the value determined by LCGPA from the total of all activity projects undertaken by the ajonlda

Obligor to fulfill their Economic Participation obligations during the agreed-upon timeframe.

Clplal duad

LCGPA incentivizes Obligors to undertake specific projects aligned with the Kingdom’s strategic directions by granting an additional i hilla
Economic Participation Credit (0.5 to 1), which is added to the multiplier value. This incentive is provided when Obligors commit to : ghillg cod

executing Economic Participation Projects according to LCGPA's directives.
caelnallaad ol caldy pald] any

(+1)-(+05) (ol unyll aio aigl 2240w
The total Economic Participation Credit for all eligible activity projects undertaken by the Obligor during the agreed-upon timeframe is - '

calculated using the following formula:

21



The Obligor's Economic Participation 7 3
Bidding Submission Phase "

£1 Special Cases

| —— }

01. Unclarity in the value of imports:

Should the value of imports not be accurately specified at the time of tendering, the government entity mustinform LCGPA. Should the value
actually exceed SAR 100 million, the policy will be applied retroactively to the Obligor, who will then be obligated to submit the proposal. Upon
award, the actual import value will be determined based on the bill of quantity submitted by the Obligor.

02. Engagement of third parties:

A third party (e.g., a subsidiary or a subcontractor) is allowed to participate in executing an Economic Participation Project. LCGPA's approval
must be obtained for the executing party.
The main Obligor remains solely responsible to LCGPA for full compliance.

03. Surplus Credit:

Should the Obligor overfulfill their Economic Participation obligation defined in the contract, they are permitted to carry over the surplus for a period
of 5 years, starting from LCGPA's final approval date for the fulfillment of Economic Participation obligations. This credit can be used in future
tenders, subject to LCGPA'’s approval.

22



The Obligor's Economic Participation 4
Bidding Submission Phase '

y4)

Following the initial award from the government entity, LCGPA shall:

d Collaborate with the Obligor to determine the import value by sharing the bill of quantities submitted by the Obligor and linking them with the

manufacturers.

Economic Participation Proposal Development: LCGPA assesses and reviews the Economic Participation proposal, then communicates
Award with the Awarded Bidder, if necessary, to develop the final Economic Participation proposal, paving the way for the Economic Participation
contract sighing procedures.

Phase

and supporting documentation, and on receiving LCGPA's approval, prior to commencing the Economic Participation contract signing
process.

Should the value of imports not surpass the minimum limit outlined in the policy, the Obligor is exempt from the policy’'s obligations.
Consequently, The government entity will be notified that it can proceed with signing the contract.

The time taken to develop the Economic Participation offer is contingent on the Obligor's responsiveness in submitting the final proposal >

23



The Obligor’'s Economic Participation ;"* ‘o,
Bidding Submission Phase " J

- D sangsmesonrrass (] mvrarmase oo 5 exeouonsmatontonng

During the contract signing phase, the Obligor must do the following:

The Economic Participation contract must be signed at the same time or before the Main Contract is signed.

The government entity is notified to sign the Main Contract with the Obligor.

ContraCt Submit the performance bond within 30 days of sighing the Economic Participation contract.

Signing

Phase

The performance Bond must be linked to the Economic Participation contract, and it should be separate from any other
guarantee the Obligor provides.

The Performance Bond is set at 15% of the total value of Economic Participation Obligation.

24



The Obligor’'s Economic Participation ;"* ‘c,
Bidding Submission Phase N

= Economic Participation Contract

This contract, signed before the Main Contract, defines the value of the Obligor's Economic Participation o
Obligation based on the Economic Participation Policy. P

Wolaid¥las,Lall uic

The Economic Participation contract specifies the eligible activities and the corresponding Economic

Participation Credit that will be awarded upon completion of each activity, as per the Obligor’'s submitted
proposal.

Economic Participation  ; ,_.<35v as,Lall ua
Contract N

The Economic Participation contract refers to the monitoring mechanism to be implemented during i s E— PR ryreee
the agreement period.

Additionally, the Economic Participation contract includes appendices containing the Economic Participation
Credit verification document for undertaking projects within the specified eligible activities.

Page 1of 20




The Obligor's Economic Participation ;"
'

>€
Bidding Submission Phase W\

Upon contract sighing

Within a maximum of one month from the Economic Participation contract signing date, the Obligor is required to provide LCGPA with a
comprehensive timeline and financial plan. Subsequently, joint executive and supervisory teams, comprising representatives from
LCGPA, the Obligor, and the local beneficiary, will be nominated by LCGPA to oversee the implementation process.

If the contract is not sighed

Execution
and The Obligor shall update the bill of quantity items for both local and imported purchases, specifying manufacturers, country of origin, and
: : the value of each item, while clearly differentiating between local and imported purchases throughout the contract duration.
Monitoring

Should there be an increase or decrease in the Main Contract’'s value, the Economic Participation obligations will be adjusted accordingly to
reflect this change. Both the government entity and the Obligor must notify LCGPA of any modifications to the Government Procurement
contract that might affect the value of the Economic Participation obligation.

26
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Obligor's Economic Participation Policy: 4
Execution and Monitoring Phase "\

Execution
and

Monitoring

Monitor Economic Participation contract work at two levels:

Executive Level:

Representatives at the executive level from all involved parties will be named to oversee the Economic Participation contract.

This team will convene regularly, as per the contract’s specific monitoring mechanism, to undertake the following duties:

Projects will be monitored periodically, including conducting on-site visits to project locations whenever LCGPA deems it necessary.

Submit periodic reports using the templates approved by LCGPA.

Report recommendations and challenges to the supervisory level.

28



Obligor’'s Economic Participation Policy: ;"*
Execution and monitoring phase "\

Execution
and

Monitoring

Supervisory Level:

Representatives for the supervisory level are designated, and the team, chaired by LCGPA and including the Obligor,

convenes on an as-needed basis, adhering to the contract’'s specific monitoring process, to perform these duties:

Discuss the periodic reports.

Review the workflow for projects and issue essential technical and administrative directives.

Within five business days of receiving the nomination request, the Obligor must submit the names of their representatives (and any local

beneficiary representatives, if applicable) at all levels to LCGPA.

29



Obligor’s Economic Participation Policy:
Execution and monitoring phase

The Obligor must attend periodic meetings with LCGPA to discuss the progress made in implementing Economic Participation projects.

Periodic reports are to be submitted by the Obligor to LCGPA, including supporting evidence and documentation, to verify that Economic
Participation obligations have been fulfilled as per the agreed key milestones.

30



Obligor’'s Economic Participation Policy: ;"
'

2€
Execution and monitoring phase N

Preparing and submitting periodic reports

Reports are to be submitted by the Obligor in Arabic, using the templates provided by LCGPA.
The Obligor's representatives will submit periodic reports according to the contract’'s monitoring mechanism, using the templates
provided by LCGPA.

- A summary of the current project status and achievements

Execution during the reporting period. - The financial amounts disbursed during the elapsed period.
and
: : . Measure the compliance rate for the projects. . Any other information deemed necessary by LCGPA.
Monitoring

Subsequently, LCGPA will review the report and reserves the right to request clarifications, thoroughly audit all submitted
documents, verify their authenticity, and demand any further details or documentation at any point. Furthermore, LCGPA may also
engage a third party for auditing and monitoring purposes. - If any -.

31



Obligor’'s Economic Participation Policy: ;"* )
Execution and monitoring phase "

Execution
and

Monitoring

Change requests according to the contract’'s monitoring mechanism:

Change request procedures involve several stages, as outlined below:

In coordination with the local beneficiary's representative (if any), the Obligor will submit the change request to LCGPA.

LCGPA will review the request and provide any observations or feedback, if any.

Upon LCGPA's approval of the change request, the Obligor commits to fulfilling the associated financial and technical requirements.

*Should LCGPA reject the change request, the Obligor is still bound to fulfill their financial and technical requirements as

initially approved in the detailed plans.

32



Obligor’'s Economic Participation Policy:
Execution and monitoring phase

A ="

Execution and Monitoring
Economic Participation Credit Requests:

Credit Claim Requests are submitted by the Obligor. The Credit Claim Requests then proceeds through various stages, as detailed
below:

Upon the successful completion of a major project phase under the agreement, the Obligor is required to complete and submit a phase

completion acknowledgment form to LCGPA. This submission must include all relevant supporting documentation and encompass the
following:
E i - Clarification of what was disbursed during the implementation period of the completed phase. The Economic Participation Credit will be calculated
xecution : ; e 2oty
only for the amounts disbursed by the Obligor or the local beneficiary, if applicable.
and - Any additional contribution or service provided by the Obligor to the local beneficiary within the scope of the eligible activity.
Monitoring

The Obligor submits the Credit Claim Request Form to LCGPA.

33



Obligor’'s Economic Participation Policy: ;"*
Execution and monitoring phase "\

Execution
and

Monitoring

Economic Participation Credit Requests:

After receiving the final versions of the phase completion acknowledgment form, the credit claim request form, and their supporting
documents, LCGPA will review the request and provide any comments or feedback it may have.

The Economic Participation Credit will be determined by the amounts actually spent to complete the milestone. Funds transferred or

allocated will not be considered credit until they are actually disbursed.

Once LCGPA has reviewed and confirmed there are no comments, a certificate of completion will be issued.
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Obligor’'s Economic Participation Policy: ;"* )
Execution and monitoring phase N4

Execution
and

Monitoring

Verification of the granted credit :

LCGPA may utilize a third party for auditing and monitoring purposes. The Obligor will not be awarded the Economic Participation

Credit until LCGPA approves the fulfillment of the Economic Participation obligations.

LCGPA reserves the right to revoke any Economic Participation Credit ifinformation subsequently emerges that raises questions about the

accuracy and validity of the evidence and documents on which the Economic Participation Credit was previously granted.
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Obligor’'s Economic Participation Policy: ;"*
Execution and monitoring phase "\

Execution
and

Monitoring

Final statement:

The Obligor is obligated to prepare the final report within 15 business days of completing all project phases, as specified in the
Obligor's Economic Participation proposal. This report should detail the deliverables and the Obligor's compliance with the
Economic Participation Program requirements.

This report will be reviewed by LCGPA, which is also entitled to seek clarifications, rigorously audit and verify all documents
provided by the Obligor, and request any further details, information, or documentation necessary to validate the Economic
Participation Credit. Furthermore, LCGPA may appoint a third party for the purposes of auditing, monitoring, and making
amendments to the report.

Upon submission of all documents and evidence by the Obligors, LCGPA will approve the final project statement. LCGPA also
reserves the right to request visits to Economic Participation project sites to verify that obligations have been met.

LCGPA reserves the right to monitor the progress of Economic Participation projects, conduct performance reviews, and conduct site
visits as needed.

>
Final approval >
>
;




Obligor’'s Economic Participation Policy: ;"* )
Execution and monitoring phase N4

General provisions:

LCGPA is entitled to review, audit, and verify all submitted documents and evidence in line with its established procedures.

Execution
and Should a local beneficiary be involved, they are obligated to adhere to the EXECUTIVE REGULATIONS of Government Tenders and
Procurement Law, or their internal approved regulations (if not mandated by the Law), for all procurements of items related to Economic
. . Participation projects.
Monitoring
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Economic Participation within the
government procurement process



39

0 uonajdwodyoafoiad uodn

aseyd buliojiuo\] pue uonnodaxs

@ 9seld bulubig joe.juo) pue piemy

| aseld uonenjea3 pig

@ aselyd uoneiedaid 19pua|

i
| -
O
£
c
- -
QO
>
o
(@)
O

i e

=

=

i e

by =t
=
c

.m

i
©

.m

.m

)
©

Q.

.m
£
o
| -
o
(&

Ll

/)]
N
O
(&
o
-
Q.
i
c
O
£
O
-
-
(&
o
-
Q.




Economic Participation within the government

procurement process.

Tender Preparation Phase

Tender Evaluation 8

©

L

Provide LCGPA with the tender to evaluate the feasibility of applying the Economic m
Participation Policy to the tender. U'J

1=

- Examine the tender and advise the government entity on the feasibility of applying the :
Economic Participation Policy so that the relevant attachments can be included and added. .E’

Exceeding the Less than the
Minimum Limit Minimum Limit

The estimated tender value is

- Include Economic Participation Requirements. below the minimum limit of SAR

- Attach the Economic Participation Policy. 100 million

- Attach the Undertaking Letter Form

- Organize a workshop for government entities, if needed.

- Respond to inquiries.
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Bid Evaluation Phase
Upon project completion

- Share the link to the Economic Participation page on LCGPA's official website.

Award and Contract$S



Economic Participation within the government

procurement process.

Bid Evaluation Phase

[,

The value of foreign imports equals or exceeds SAR 100
million.

Phase @

- The Economic Participation Proposal.

- The Undertaking Letter Form, duly signed and stamped, provided in a separate

envelope concurrently with the Main Contract bid submission.

The value of foreign imports is less than SAR 100 million.

The value of imports is unclear.

- The Undertaking Letter Form is duly signed and stamped.

-LCGPA is to be notified of the initial award.
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Tender Preparation Phase
Award and Contract$S
Upon project completion



Economic Participation within the government

procurement process.

Award and Contract Signing Phase

[,

Award Phase:

LCGPA must be provided with the contact details, Economic Participation
proposal, Undertaking Letter Form, and the bill of quantities and prices to
allow LCGPA to initiate contact with the awarded bidder

The Obligor is requested to specify the import value based on the country of

origin and the companies from which the supply will be made.

Contract Signing Phase:

An annual report on import value is submitted during the Main Contract’s
execution phase.
LCGPA must be notified if there is an increase or decrease in the contract

value upon contract execution.
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Tender Preparation Phase
Upon project completion
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Tender Preparation Phase

Economic Participation within the government

procurement process.

:} Award and Contract Signing Phase

The value of foreign imports equals or exceeds SAR 100
million.

- Review and approve the Economic Participation proposal submitted by the
Obligor.

LCGPA receives the (bank) performance bond from the Obligor, equivalent to 15%
of the Economic Participation obligation’ value, either prior to or concurrent with

the Main Contract signing.

- LCGPA notifies the entity to sign the Main Contract with the Obligor.

The value of foreign imports is less than SAR 100 million.
The value of imports is unclear.

Should the value of imported goods and services be unclear, the final guarantee
for the Main Contract will suffice and will not be released until LCGPA's approval.

An annual report on import value is submitted during the Main Contract's
execution phase.

LCGPA must be notified if there is an increase or decrease in the contract value
upon contract execution.

The entity proceeds to sign the Main Contract immediately.
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Upon project completion
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Tender Preparation Phase

Economic Participation within the government

procurement process.
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Phase @

Award and Contract$S

Execution and Monitoring Phase

The value of foreign imports equals or exceeds SAR 100
million.

LCGPA and the government entity coordinate the submission of Economic
Participation requirements.

An annual report on import value is submitted during the Main Contract’s
execution phase.

LCGPA must be notified if the contract value increases or decreases upon
signing the contract.

The value of foreign imports is less than SAR 100 million, or
the import value is indeterminate.

The government entity is obligated to notify LCGPA. Should the value actually
exceed SAR 100 million, the policy will apply retroactively to the Obligor. They
will then be obligated to submit the proposal at that time, and upon award, the
actual import value will be determined based on the bill of quantity provided by
the Obligor.

Should there be an increase or decrease in the Main Contract’'s value, the
Economic Participation obligation will be adjusted accordingly to reflect this
change. Both the government entity and the Obligor must notify LCGPA of any
modifications to the Government Procurement contract that might affect the

value of the Economic Participation obligation.

Upon project completion
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Economic Participation within the government

procurement process.

Upon project completion

The value of foreign imports equals or exceeds SAR 100
million.

The entity notifies LCGPA so that it can determine the final import value with the contractor,
and the contract will not be concluded until the Economic Participation requirements are
fulfilled.
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Practical Example



Example of Economic Participation

A government entity tendered a project for the provision of medical devices,
Bidder Information with an estimated value of SAR 150 million.

S100E ° SI100E ° =S10CE D
Bidder's Proposal SAR 150 million SAR 135 million SAR 130 million
Local SAR 150 million SAR 50 million SAR 30 million
Value of Products
Tender
tems Imported N/A SAR 85 million SAR 100 million
Products
Application of the Economic
Participation Policy X X v
The Undertaking Letter Form
(signed and stamped). v v v
S : Foreign imports are less than Foreign imports are less than Foreign imports exceeded
Cause for policy implementation
poficy fmp SAR 100 million. SAR 100 million. SAR 100 million.
The value of
Economic Participation SAR 100 m|"|0n * 35% -
obligations ) ; SAR 35 million.

(Foreign import value * 35%).

The government entity awarded the project to Bidder No.3, who then submitted the Economic Participation requirements. ”




Example of Economic Participation

Economic Partici pation activities The potentia.ll Obligor may submit one or more Economic Participation projects and
for Bidder No 3 provide the relevant documents according to the following example:

: - ‘g Economic :
Project No. Main Activity Sub-activity Project Description m participation Credit DPrOJ:Z".ct
uration

Establishment of a joint venture
., between the international company .
1 Investment The Obligor's Investment and a local company in the field of SAR 10 million 1 SAR 10 million 2 Years
medical supplies.
Joint Venture

The machinery, equipment, and Localizing the manufacturing of
devices granted by the Obligor dialysis machines, including the n
2 Localization to the local beneficiary for the blood purification unit, fluid SAR 8 million 2 SAR 16 million 5 Years
localization of industry or reservoir, blood pump, monitoring
services. devices, and other essential parts.

Publishing a research paper on

3 Research and Operational expenses for continuous glucose monitoring in - o
Development conducting research and diabetic patients in collaboration with Slaticlullilh 3 SAR 6 million 6 Months
development activities. local universities.

Purchasing medical-grade plastic
Export Export of local products or from local manufacturers and export
4 . i : - SAR 1million illi
Development services. it to the United States for use in 3 SAR 3 million 5Years
insulin pump manufacturing.




Example of Economic Participation

Economic Partici pation activities The potentia.l Obligor may submit one or more E.conomic Participation projects and
f Bidd No .3 provide the relevant documents according to the following example:
or biddaer NO.

. . . .. . o - Economic

Local technical assistance Equipping cancer centers in the

- Technology Transfer for the use of transferred Kingdom of Saudi Argbia With the SAR 2 million 2 SAR 4 million 5 Years
technology. latest advanced medical devices.

Project

Duration

Total - - SAR 23 million - SAR 39 million -

Surplus Economic Participation Credit = Total Economic Participation Credit - Value of obligation.
SAR 39 million - SAR 35 million =SAR 4 million.
The surplus Credit may be utilized in future tenders within a five-year period, subject to LCGPA's prior approval.

Performance Bond = Value of Economic Participation obligations * 15%.
Performance Bond SAR 35 million * 15% = SAR 5,250,000. 5 250.000
*The value of Economic Participation obligations does not include any surplus Economic Participation Credit. T




Example of Economic Participation

Economic Participation requirements for Bidders

Bidding Submission Phase Award Phase Contract Signing Phase Executionpahnd Monitoring
ase

Submission of the signed

N/A

N/A

No Award

No Award

Sl and Stamped Undertaking
Letter
Bidder No .2 Submission of the signed and
' Stamped Undertaking Letter
Bidder No .3 a Signed and Stamped

a Undertaking Letter
Determining the value of the
Economic Participation
obligation and the proposed
eligible Economic
Activities.

The initial Economic
Participation proposal.

The bill of quantities and bill
of quantity provided by the
awarded Obligor of the
tender are to be shared.
Developing the final
Economic Participation
proposal.

a Signing the Economic
Participation contract.

@ Submission of the performance
bond.

w Signing the Main Contract

Submission of the detailed
project timeline and financial
plan.

Appointment of executive and
supervisory representatives.
Submission of periodic reports.
Submission of Economic
Participation Credit requests
after the completion of each
major phase.

Upon project completion, the
final statement is to be provided.




Related Definitions



Related links

To access the periodic and final report templates.

To access the guidance manuals.

To access the training material.
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Appendices

Technology Transfer

Eligible Activities

Technical documentation and manuals, including technical drawings, directly
related to the technology transferred to local beneficiaries.

The Obligor is responsible for the expense of the transferred documents and
manuals required to finalize the process. This activity must be an integral part of
the technology transfer proposal submitted by the Obligor.

Training local beneficiaries directly involved in using the transferred technology.

Expenses incurred by the Obligor to cover training costs, excluding any travel or
per diem expenses for trainees, which must be covered by the local beneficiary.

Local technical assistance for using transferred technology.

The expenses incurred by the Obligor to cover local assistance or technical
support provided by the Obligor to the local beneficiary in the Kingdom.

Granting specific machinery, equipment, or devices essential for using the
technology, which are not available in the Kingdom..

The cost of machinery, equipment, or devices, plus all other costs the Obligor
incurs for their transportation and delivery to the local recipient.

Transfer of technical know-how, including training the local beneficiary by
working alongside them at the beneficiary's site, or seconding them to the
technology owner to enable them to assimilate and independently utilize the
technology in the future.

Costs incurred by the Obligor for technology transfer by allowing the local
beneficiary to work with the Obligor through on-the-job training.

Preparing the technology for its use by the local beneficiary

The Obligor's preparation cost to enable local beneficiaries to use the
technology.
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Appendices

Technology Transfer

Eligible Activities

Export revenues generated by the transferred technology.

The research and development required for adapting the technology to be
compatible with the local beneficiary.

(Multiplier Value

The additional export revenues generated by the local beneficiary, directly linked
to the transferred technology resulting from the Obligor's direct efforts during
the Economic Participation contract period.

The additional costs paid by the Obligor for adapting the technology to suit the
requirements of the local beneficiaries.
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Appendices

Knowledge Transfer

Eligible Activities

Technical documents and manuals, including technical drawings, for the specific
skills or knowledge transferred to the local beneficiary.

Training the local beneficiary outside the Kingdom.

The value of the transferred documents and manuals according to the fair cost to
the Obligor for completing the procedure.

Training the local beneficiary in the Kingdom.

Costs incurred by the Obligor for activity completion, with the exception of any
trainee travel or per diem expenses, which are to be covered by the local
beneficiary.

Transfer of technical expertise, including on-the-job training for the local
beneficiary to apply skills within their work domain.

Costs incurred by the Obligor for conducting training courses within the
Kingdom, excluding any compensation paid to trainees.

Costs incurred by the Obligor for technology transfer by enabling the local
beneficiary to work side-by-side through on-the-job training and practice.

57



Appendices 4
!

Export Development

Eligible Activities (Multiplier Value

Export revenues generated for local beneficiaries during the Economic
Participation contract period, directly linked to the Economic Participation
project and the Obligor's efforts.

Export of local products or services.

Increasing the competitiveness of local beneficiaries by enhancing the

The cost savings realized by local beneficiaries due to Obligor support in
profitability of local products, which can improve their position in global markets.

achieving Economies of Scale during the Economic Participation period.

The expenses incurred by the Obligor for marketing local products in new
markets through exhibitions or marketing campaigns in countries where the
product has never been sold or was previously marketed during the Economic
Participation contract period.

The tools and activities utilized for marketing local products in global markets.
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Appendices 4
!

Investment

Eligible Activities (Multiplier Value

The volume of investment made by the Obligor, including the initial investment
and any additional investment for expansion or improvements undertaken by the

The Obligor's Investment
Obligor during the Economic Participation contract period.

International new investment revenues during the Economic Participation
contract period, directly associated with the Economic Participation project and
the Obligor's efforts, excluding any revenues specific to the Obligor.

Export sales directly associated with the investment made by the local
beneficiary.
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Appendices

Research and Development

Eligible Activities (Multiplier Value

Any capital expenses incurred by the Obligor for R&D activities, including, such
as the cost of facilities and purchased equipment, building expansion and
improvements, devices, and vehicles during the Economic Participation contract

period.

Capital expenditures for conducting research and development activities.

Any operational expenses incurred by the Obligor for conducting research and
development activities, including, for example, rent, salaries, contributions,

Operational expenses for conducting research and development activities.
subscriptions, and so forth.
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Appendices

Localization of Industry or Services

Eligible Activities

Transferring documents or manuals to local beneficiaries for the localization
of specific industries or services.

The value of the transferred documents and manuals is based on the fair cost to
the Obligor for completing the procedure.

On-the-job training and other forms of training for local beneficiary employees
in the country of origin of the service being localized.

Costs incurred by the Obligor for training the local beneficiary's employees, with
the exception of any trainee travel or per diem expenses, which must be covered
by the local beneficiary.

Technical assistance in the Kingdom to complete the localization project.

Costs incurred by the Obligor for providing continuous technical support to the
local beneficiary to ensure the successful localization of industry or services.

The machinery, equipment, and devices provided by the Obligor to the local
beneficiary for the localization of industry or services.

The expenses incurred by the Obligor for the machinery, equipment, and devices
granted to the local beneficiary to complete the localization of industry or
services during the Economic Participation contract period.

Transfer of technical expertise, including on-the-job training for the local
beneficiary to apply skills in the workplace.

Costs incurred by the Obligor for technology transfer, enabling the local
beneficiary to work with the Obligor through on-the-job training and practice, or
by seconding local beneficiary employees to the technical expertise owner to
gain necessary experience in the same field of work.

The industrial policy that focuses on enhancing the local beneficiary's
manufacturing capabilities.

Costs incurred by the Obligor for organizing performance development programs
to enhance manufacturing processes or production lines for local beneficiaries.




Appendices

Eligible Activities

Subcontracting with alocal company.

Sub-contracting

(Multiplier Value

Costs incurred by the Obligor to ensure that the local beneficiary is accredited
and possesses the necessary requirements to execute subcontracted activities.

The net revenue generated by the local beneficiary from
subcontracting.

Revenues generated for the local beneficiary directly related to the Economic
Participation project and the Obligor's efforts, excluding any external expenses
paid by the local beneficiary. This subcontracting arrangement should be new
and entirely independent of any previous or existing engagements by the
Obligor.
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Disclaimer

Training Material Disclaimer

This material has been prepared for training and guidance purposes only, aiming to introduce the mechanisms and requirements for Local Content
Preference and small and medium-sized enterprises in business and procurement. This material is not, in any way, to be considered a legal or

officially binding reference.

Laws, regulations, policies, and directives issued by the competent authorities are the sole reference for implementing local content mechanisms
and requirements.

LCGPA disclaims all responsibility for the use or interpretation of this material's content and will not be held accountable for any direct or indirect

damages or losses to any individual or entity acting or refraining from acting based on this training material.

The cases, names, and individuals presented in this material are entirely illustrative for training purposes and do not correspond to real-world
situations or people.

This training material should not be considered a reference for professional certification exams.

All rights reserved to the Local Content and Government Procurement Authority.




	Slide 1
	Slide 2
	Slide 3
	Slide 4: Preface
	Slide 5
	Slide 6
	Slide 7: Definitions
	Slide 8: Definitions
	Slide 9: Definitions
	Slide 10
	Slide 11
	Slide 12: Scope of the Economic Participation Policy
	Slide 13
	Slide 14: Eligible Activities for Obligors to Meet Economic Participation Obligations
	Slide 15: Eligible Activities for Obligors to Meet Economic Participation Obligations
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23
	Slide 24
	Slide 25
	Slide 26
	Slide 27
	Slide 28
	Slide 29
	Slide 30
	Slide 31
	Slide 32
	Slide 33
	Slide 34
	Slide 35
	Slide 36
	Slide 37
	Slide 38
	Slide 39
	Slide 40
	Slide 41
	Slide 42
	Slide 43
	Slide 44
	Slide 45
	Slide 46
	Slide 47: Example of Economic Participation
	Slide 48: Example of Economic Participation
	Slide 49: Example of Economic Participation
	Slide 50: Example of Economic Participation
	Slide 51
	Slide 52: Related links
	Slide 53
	Slide 54: Appendices
	Slide 55
	Slide 56
	Slide 57
	Slide 58
	Slide 59
	Slide 60
	Slide 61
	Slide 62
	Slide 63
	Slide 64: Disclaimer

