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Definitions

General Definitions

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

Local Content and Government Procurement Authority.

Government Tenders and Procurement Law.

Regulations on Preference for Local Content and Local SMEs and Companies
Listed on the Capital Market in Business and Procurement Transactions.

Regulations

Total spending in the Kingdom through national elements, including goods,

Local Content services, assets, technology, workforce, and the like.

Any product manufactured in the Kingdom, including all extractive, agricultural, animal,
NEV L e s 1«® andindustrial products, whether inits raw form or at any subsequent stage of assembly,
processing, or manufacturing.




Definitions

General Definitions

Targeted Local The percentage of local content a bidder, upon submitting his tender, undertakes to reach
(oY 1 1y [ 3 by the end of the contract.

Local Content A mandatory plan prepared and submitted by a contractor thatindicates the local
Gradual Plan content percentage to be reached during the execution of the contract.

Mixed contracts that contain both supply-related items and other clauses related to works

Mixed Contracts ]
or services..

Share of National The ratio of the value of national products a bidder undertakes to supply compared to the
Products total bid value, excluding products on the mandatory list.

Local Content A certificate issued by the LCGPA that specifies the enterprise’s approved local content
Certificate (baseline) [EFPRTeRTTTY

G IGLAEITEIL iU Contracts whose estimated value is equal to or exceeds the amount of 25 million Riyals.
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Local Content Concept

Definition and Components of Local Content

What is Local Content?

& ltis the total expenditure in Saudi Arabia through the participation of Saudi elements in the workforce, goods and services,
productive assets, technology, and other.

Local Content Elements

Workforce Goods and Services Technology & other

Sources and components of goods | Workforce involvedin Local Components utilizedinthe  Research, development and
for the development of production = manufacturing products or production of goods or services. training for the Saudi Workforce.
chains. providing services.




Local Content

Local Content Certificate

Local Content & Government
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Local Content Definition

A0l sginall d3Lads

Local content certification

It is the local content percentage at the entity for the targeted fiscal
year, based on the entity's financial statements, which enables it to ook o G P Lyt s
N

Authority certifies that the Local Content —all Lg,g]_:l.rJ.Jlc'il‘_u.l_il_'j‘\d.‘g._mgig.ll

\~ d t 1 .t t I I t t t t Score for [xxx] Commercial Registration e ) pd) &I U Do u
etermine Its current ioCal content status. e sl o
for the year ended -/-/202-, is xx.x%. 96 xxx.x 211

The Export Revenue Score is x.xx%. Yol alinll o il doys Jiad

The validity of this certificate is 19 diloi o i 19 Galaidl 02m dpiln
months from the above mentioned .oMel 6)gSaall ddlall dill
year ended.

Certificate Validity
\Q@ The validity of the local content certificate is Nineteen (19) months from

«aygil

. This certificate was issued according to the proce: d_umll gl dedallelelpl éal_muiloam jlan)al
dures followed by the Authority and based on the iS00 alnll yyaill g dlisiall oo padall plnol e eliy
disclosure submitted by the entity and the report duall ledlgd o islgga.a aiealld ealall

issued by the approved audit firm, without holding 81803 1ol g JUl plISIN, g SN 3l e Ao disighasm
LCGPA minimally responsible.

the date of the financial statements under measurement.




Local Content

Local Content Percentage Calculation Formula

Local Content _
Percentage

Actual Value Contributed in Saudi Arabia
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Introduction to Local Content Mechanisms

Regulations on Preference for Local Content and Local SMEs and Companies Listed on the Capital Market.

Executive Regulations.

Regulations on Preference for Local Content and Local SMEs and Companies Listed on the
 — Capital Market in Business and Procurement Transactions.

o) ©

Government
Tenders and
Procurements Law.

A Regulation Governing Conflict of Interest pertaining to the Implementation of the
Provisions of the Law and Regulations.

A Regulation Governing the Code of Conduct and Ethics of Persons in Charge of

Implementing the Provisions of the Law and Regulations.



Introduction to Local Content Mechanisms

Regulations on Preference for Local Content

Aboutthe Regulations

=§ Under Council of Ministers Resolutions No. 245, dated 29/3/1441H, corresponding to 26/11/2019G.

N Regulations on Preference for Local Content and Local SMEs and Companies Listed on the Capital Market in
Business and Procurement Transactions aims to establish rules and procedures, and to define preference

mechanisms for local content and local SMEs and companies listed on the capital market in business and

procurement transactions. This Regulation shall apply to all entities, excluding military procurements™.

12



Introduction to Local Content Mechanisms 4
|

Regulations on Preference for Local Content and Local SMEs and Companies Listed on the Capital
Market in Business and Procurement Transactions (Article V).

The Government Entity, when issuing tenders for its business

and procurements, shall undertake the following:

2 Local Small and Medium Enterprises (Local SMEs) shall be granted a

1 Compliance with the Mandatory List in accordance with the : , ' 3
price preference by assuming the bid prices of other entities are (10%)

<% provisions of Articles (7) and (9) of the Regulations. _ _ . |
higher than stated in the tender documents, in all contracts - excluding

supply contracts - that do not fall under the scope of high-value

contracts.

3 Adoption of the following Local Content Mechanisms, without prejudice to the provisions of paragraphs (1) and (2) of this Article:

—=| | A-National Product Price Preference Mechanism: As detailed in Chapter (I) of Part (Il) of the Regulations.
| B-Local Content Weight Mechanism in Financial Evaluation: As detailed in Chapter (Il) of Part (ll) of the Regulations.

| C-Mechanism for Determining the Minimum Local Content Requirements: As detailed in Chapter (ll1) of Part (1) of the Regulations.

13



Introduction to Local Content Mechanisms

Overview of Local Content Mechanisms

Considering the local content Preference Regulation, it includes four mechanisms for developing local content in
government procurement:

Total Government Tenders

Tender
Type Supply Tenders
Price All Price Ranges
(High and Non-High Value
Range Tenders)
Applicable
Provisions
and National Product Price

Preference Mechanism

Mechanisms

Local Content Mechanisms.

e Preference forlocal SMEs.

Business and Service Tenders

High Value Non-high-value

Mandatory List

Local Content Weight Mechanism

in Financial Evaluation Local SMEs

Preference
Mechanism

Minimum Local Content
Requirements Mechanism




Introduction to Local Content Mechanisms

Overview of Local Content Mechanisms

To all contracts - except supply contracts - that do not

Local SMEs shall be granted a 10% price preference.
Local SMEs = L g fall within the scope of high-value contracts.

These provisions aim to empower existing national industries and services that
have the capacity to fully meet local market demand; whereby the contractor
with a government entity shall purchase products included in the Mandatory
List from national manufacturers.

To all contracts, whether business or procurement
contracts, whose scope of work includes the
products and services listed in the Mandatory List.

Mandatory List

This mechanism aims to grant a price preference of 10% to national products To supply contracts by the Government Entity and is

over their foreign counterparts, with this percentage varying proportionally implemented by the contractor in other types of
based on the share of national products offered within the bid. contracts.

National Product
Price Preference

A VA

. This mechanism aims to allocate a weight to local content and companies

Requirements content percentage), accordingly, this will be incorporated into the financial between LCGPA, EXPRO.

evaluation based on the calculation formula that determines the best bid.

= Local Content listed on the Capital Market during the financial evaluation of bids. To high-value contracts, except in Supply Contracts.
‘dé Weight in Financial . This mechanism encourages bidders to consider Local Content and the

3 Evaluation listing of the company on the Capital Market as important factors in tender

T £ :

8 E awarding.

- C

» @©

2 L

@ 3 - This mechanism aims to determine the minimum local content

T E . requirements at the project level.

% Minimum . This mechanism mandates that bidders comply with the minimum local To high-value contracts, except in supply contracts for
= Local Content content requirements (through the bidder's commitment to targeted local projects that have been specified by agreement
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Minimum Local Content Requirements Mechanism

About the Mechanism

About the 0 It is a mechanism for determining the minimum local content requirements, at the contract level, in
mechanism projects designated by the LCGPA and EXPRO, in coordination with the government entity.

* The value is subject to change based on reviews and alignment between LCGPA and EXPRO.

This evaluation mechanism assigns a weight of 60% to the price. While the remaining 40%
includes the following:

s R Local Content Certificate (baseline). Publicly listed company. Targeted Local Content Score.
Application O

Scope of
Application 0 Applied in high-value contracts equal to or exceeding 25 million, except for supply contracts. \

g Mechanism

contracts as determined by LCGPA and EXPRO, except for supply contracts. preference Regulation / Article 23.

Government entity shall apply the mechanism of the minimum targeted local content score to high-value w




Minimum Local Content Requirements Mechanism

About the Mechanism

Application
&: Mechanism

Bids' Evaluation Criteria: \
Technical Evaluation:
 Abidder shall, along with his technical bid, submit the targeted local content percentage in a contract, in accordance with

the provisions of the tender documents and using the designated form on the local content portal. Preference Regulation /article 25.

 Thetargeted local content percentage shall not be less than the minimum limit stated in the tender documents; otherwise,
the bidder shall be disqualified at the technical evaluation phase. Ppreference Regulation/article 25.

« Abidder shall provide any additional clarifications concerning the targeted local content percentage submitted in his bid
upon the request of the government entity or the LCGPA during the bid review phase. The government entity may, in

not adequate. Preference Regulation / Article 16.

\coordination with the LCGPA, disqualify a bid if the clarifications on targeted local content percentage included therein are

Financial Evaluation: \

« The bid shall be awarded to the bidder with the highest evaluation, provided that the difference between the bid price of such
bidder and the lowest bid price of any of the technically qualified bids does not exceed 10%. If the difference in price exceeds
said percentage, the bid shall be awarded to the bidder with the second highest evaluation. Said percentage may be

increased by agreement between the LCGPA and EXPRO, provided that the adjusted percentage is indicated in the tender

documents. Preference Regulation / Article 16.

The lowest price of a technically

The result of the qualified bid (in SAR) x %60) + [(target local content percentage x 50%) + (local content certificate (baseline) x 50%) + (5% points for the
financial evaluation=(  Bjq price under evaluation listed company)] x40%

\\ (In SAR)
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Minimum Local Content Requirements Mechanism

Government Procurement Cycle

E

* Preparation of tender documents via Etimad Portal.
* Including local content requirements in the tender documents (if applicable).
* Incorporating the feedback from LCGPA on the tender documents, ifany.

20




Minimum Local Content Requirements Mechanism

Government Procurement Cycle

« Conductingthe technical analysis and evaluation of bidders.

 Bidders correctly fulfilling Local Content requirements.

« Implementing the local content mechanisms detailed in the tender
documents at the financial evaluation phase.

21




Minimum Local Content Requirements Mechanism

Government Procurement Cycle

« Verifying the receipt of gradual plans and their submission to LCGPA, if applicable.

« Submission of the approved periodic and final reports requested by LCGPA, if applicable.
« Submission of Mandatory List Reports.

+ Verifying compliance with the Mandatory List products upon receipt of the supply items.
 Application of fines and penalties

22




Minimum Local Content Requirements Mechanism

(Regulatory Clauses)

Division

E

Preparation /
Issuance of Tender
Documents

Division Name

Local Content

Bids’ Evaluation Criteria

Required Clauses

Ensure that the following clause is present: "Bidders must comply with the Regulations on Preference for Local
Content and Local SMEs and Companies Listed on the Capital Market, issued by the Council of Ministers
Resolution No. 245 dated 29/03/1441H.

» The Bidder shall submit the Targeted Local Content Percentage to pass the Technical Evaluation. If the bidder fails to do so,
they shall be disqualified from the tender. [This requirement applies only if the Local Content Weight Mechanism was applied
in the Financial Evaluation, or the Minimum Local Content Requirements Mechanism was in place.]

* A bid which passes the technical evaluation phase shall be evaluated according to the local content weight mechanism in
financial evaluation. In such case, the weight of the financial bid shall be 60% (price weight), and the weight of the baseline,
the targeted local content percentage, and whether the company is listed in the Capital Market during the evaluation shall be

40%. The evaluation shall be calculated based on the following equation:

The result of the financial
evaluation =

( The lowest price of a technically )

crz izl (e fil x %60) + [(targeted local content percentage x 50%) + (local content certificate (baseline) x 50%) + (5% points for

the listed company)] x 40%

Bid price under evaluation
(In SAR)

The tender shall be awarded to the bidder with the highest evaluation, provided that the price difference between their bid and
the lowest-priced technically qualified bidder does not exceed 10%. If the price difference exceeds this percentage, the award
will then be offered to the next highest-evaluated bidder.



Minimum Local Content Requirements Mechanism

(Regulatory Clauses)

Division Required Clauses

@ e —ee——

Mandatory List products must be identified, and the product code for each item shall be specified. If an item is general, details must
be specified within the item description.
(While taking into account compliance with all products on the Mandatory List)

Bill of Quantities
The field for any product listed on the Mandatory List shall be amended to "Yes” in all Bills of Quantities,
Preparation / by navigating to the relevant table, and selecting the "Edit" icon for the product listed in the Mandatory List, and then selecting "Yes"
in the "Product from the Mandatory List” field, and after that selecting the correct product code from the drop-down list.

Issuance of Tender
Documents

Requirements for Minimum Local Content Requirements Mechanism

+ The minimum Local Content baseline required for this tender is (....)%. Bidders must submit a Local Content baseline in their bids that
meets or exceeds this percentage to pass the technical evaluation, as per the terms and conditions attached to this document.

* This requirement is applicable only if a minimum Local Content baseline has been set for this tender in agreement with LCGPA.

Local Content
Requirements

+ The Minimum Local Content Requirements for this tender is (....)%, which the Bidder must comply with when submitting the Targeted

Local Content Percentage at the contract level, according to the Terms and Conditions attached to these Tender Documents.

+ The Bidder may submit a Local Content baseline for this tender, which will be considered as part of the financial evaluation criteria for the
bids, in accordance with the terms and conditions attached to this document.

+ The bidder committed to submit a Local Content Targeted percentage, in accordance with the attached terms and conditions of the

tender.




Minimum Local Content Requirements Mechanism
Appendices

Section 10: "Economic Participation”

) |
@7 Economic If the estimated value of this tender exceeds SAR 100 million, the following text regarding Economic Participation shall be added: i

Participation Bidders for this tender are required to comply with the terms outlined in the attached Economic Participation Policy and to sign the provided |
Commitment Form (attached). This form must be submitted in a separate envelope to LCGPA. /

Preparation /
Issuance of Tender
Documents

=%

. The following texts shall be added in the "Appendices” field within the Required Specifications and Conditions section, ensuring that their files are attached |

- Appendices |
— PP within the attachment files of the Tender Documents, and they shall be added by uploading them via the "Supporting Files” icon. I

H L I
[w]M]u] |
|

Appendix (1): Terms and Conditions for Minimum Local Content Requirements Mechanism*.
Appendix (2): Mandatory List (to be included in confirmed cases and removed if not applicable). /

e —

Economic

. . . |

@ Partici patlon The following texts shall be added in the "Appendices” field within the Required Specifications and Conditions section, ensuring that their files are attached I
|

If applicable within the attachmentfiles of the Tender Documents, and they shall be added by uploading them via the "Supporting Files” icon. |

Appendix (1): Economic Participation Policy (if applicable). /'

/ Appendix (2): Economic Participation Policy Commitment Form (If applicable). /




Minimum Local Content Requirements Mechanism

Technical Evaluation Phase - Tender Review Committees

Requirement

Ensuring the correct incorporation of Local Content requirements and the approved
mechanism for this tender.

Tender Documents

Reviewing the technical bids, with specific attention to documents related to the Local Content and the approved
mechanism for the tender, as follows:

1. Document of targeted Local Content percentage (Contract Level).

Technical Proposal - The Bidder shall be disqualified if they fail to submit it or do not achieve the minimum local content.

2. Local Content Certificate (baseline), (if applicable).

3. Compliance with the Mandatory List, (if applicable).

Evaluation The following should be reviewed:

Review and Approval of Local Local Content Certificate: Ensure the certificate is valid.

Content Requirements « Targeted Local Content Percentage Form (Contract Level - Minimum Local Content Requirements Mechanism):

« Ensure the submission of the Targeted Local Content Percentage document at the Contract Level. .

@ During the technical evaluation phase, a bidder shall provide any additional clarifications, concerning the targeted local content percentage submitted in his bid, upon the
request of the government entity. The government entity may, in coordination with the LCGPA, disqualify a bid if the clarifications on targeted local content percentage included
therein are not adequate. If the company is listed on the Saudi Capital Market, the bidder must provide proof of such listing.

Compliance is mandatory with the provisions stipulated in the Regulations on Preference for Local Content and Local SMEs and Companies
Listed on the Capital Market in Business and Procurement Transactions, issued by Council of Ministers Resolution No. 245 dated 1441/03/29H.




Minimum Local Content Requirements Mechanism

Special Considerations Regarding the Requirement of a Minimum Baseline

Evaluation

If the tender documents specified a minimum baseline:

. The minimum baseline approved by LCGPA must be submitted.
. Bids failing to comply with this requirement shall be disqualified.

Failure to submit the Local Content Certificate, or submission of a
certificate with a percentage below the minimum Local Content
Certificate threshold specified in the Tender Documents, will result in
the bid being disqualified.

_______________________________________//

If the tender documents did not specify a minimum baseline:

. If a bidder fails to submit a minimum baseline within their bid, a
baseline of 0% will be applied during the financial evaluation.

If a bidder submits a baseline score with their bid, the baseline must
be certified by the Local Content & Government Procurement
Authority.



Minimum Local Content Requirements Mechanism 7
'

Financial Evaluation \

Evaluation

Technically qualified bids are evaluated based on the financial proposal, which accounts for 60% of the evaluation (price
weight), the baseline, the targeted Local Content Score, and the company’s listing status on the Saudi Capital Market, which

together account for the remaining 40% of the evaluation, as per the following equation:

S .

Y/
The result of the The lowest price of a technically

qualified bid (in SAR)

. financial evaluation = Biq price for the bidder to be evaluated
' (in SAR)

x 60% (Targeted Local Content Percentage x 50% + baseline x 50% + 5% points for the Listed Company x 40%)

The price difference between the highest-evaluated bidder and the lowest-priced technically qualified bidder shall
not exceed 10%. This difference may be increased upon agreement between the LCGPA and EXPRO, provided that
this is specified in the tender documents.




Minimum Local Content Requirements Mechanism

Execution and Closure

Terms and conditions for the Local Content Weight Mechanism in Financial
Evaluation, and requirements for the Gradual Plan, periodic reports and the final

report:

Gradual Plan \

The Contractor shall submit the Local Content Gradual
Plan to the government entity- either at the contract
level or the Entity level - using the designated template
available on the LCGPA portal, within a period not

exceeding (60) days from the date of bidder award.

The Local Content Gradual Plan shall align with the
targeted local content percentage, and the extent of the
Contractor's commitment to this provision will be
reflected in their evaluation in accordance with

Paragraph (3) of Article (6) of the Regulations.

Periodic Reports \

1. The Contractor shall regularly submit periodic reports
to the government entity - in accordance with the terms
and conditions of the Tender Documents - to track
progress towards achieving the targeted local content
percentage, using the designated template available on
the LCGPA portal. The Government entity will monitor
the Contractor's performance throughout the contract
period to assess their commitment to achieving the
Local Content Gradual Plan, and the extent of the
Contractor's adherence to this provision will be reflected
in their evaluation in accordance with Paragraph (3) of
Article (6) of the Regulations.

2.LCGPA approval is required for the periodic reports
before their submission to the government entity - if
stipulated in the Tender Documents. LCGPA shall
respond to the reports submitted by the Contractor
within fifteen (15) working days from the date of
submission; otherwise, they will be deemed approved.

3.LCGPA has the authority to request an audit of the
annual periodic report, provided that the audit
requirements are included within the Tender
Documents.

suanil alilallg (laall rglaall JyAdl &aly
b &g all GlSpig & lanl &_huglall
olylidialig Jlachl (b 8Lall doull

Final Report \

1.The Contractor shall submit a final report to the
government entity detailing the achieved local content
percentage, for the purpose of verifying its alignment
with the targeted local content percentage, in
accordance with the terms and conditions stipulated in
the Tender Documents.

2LCGPA approval is required for the final report
referred to in Paragraph (1) of this Article before its
submission to the government entity. LCGPA shall
respond to the final report submitted by the Contractor
within fifteen (15) working days from the date of
submission; otherwise, it will be deemed approved.

3.LCGPA has the authority to request an audit of the
final report, provided that the audit requirements are
included within the Tender Documents.

29



Minimum Local Content Requirements Mechanism

Sample Local Content Gradual Plan Template

) Project Name
@ Contractor Name

Contract Start Date: March 2021
/ Contract Duration: Four Years
Contract End Date: March 2025

Contract Award Date: March 2021

Contract Duration: Four
Years

Local Content Certificate (baseline)

Targeted Score
[ Targeted Local Content Score - Year1 ------ ainininink deinininkdeininiek deininiet dininieind ainie =
I
I
. T Local “Year2 ------ S — S ———

Execution / I argeted Local Content Score - Year 2 :
I

Closure Targeted Local Content Score - Year 3 |

|

|

I Targeted Local Content Score - Year4 ------



Minimum Local Content Requirements Mechanism
Reports

Periodic Reports Final Reports [ ..

Applied Mechanism Minimum Local Content Requirements

The Contractor shall not submit any reports within the first six months following

the contract start date. Subsequently, reports shall be submitted annually after

HH =% SmeiSSion PeriOd the conclusion of the Contractor's fiscal year. The last remaining term of the contract,
|

- The first Periodic Report shall cover the period from the contract commencement according to the contract expiry date.

date up to the end of the initial reporting period for which periodic reports are required.

To be submitted no later than 7 months after the end To be submitted no later than 7 months after the end of the
of the fiscal year. contract.

Report Issuance Mechanism

Submission Date

Contractors shall work with audit firms accredited by LCGPA, and the report will be released upon LCGPA's approval.

Compliance

Measurement
Mechanism for the against what was presented in the Local Content

Targeted Percentage Gradual Plan for the same measurement period.

Measuring the approved percentage in the report Comparing the approved score in the report

Execution/
Closure

against the targeted score.




Minimum Local Content Requirements Mechanism

Government Project Lifecycle Execution / Closure - Sample Local Content Gradual Plan Template

=2

7

Execution/
Closure

l Inputs \

Contract Start Date: March 2021

Contract End Date: March 2025

Contract Duration: Four Years

Measurement Mechanism: At the
Contract Level

Contract Start Date: March 2021

Periodic Report Submission Date
(After the end of the fiscal year)

End of the Contract

Final Report Submission Date
(After the End of the Contract)

No reports are to be submitted during this
period (6 months).

Periodic Report Submission Period (Deadline:

I Maximum 7 months from the end of the fiscal
year)

Final Report Submission Period

000 BB B BB EBEDAD0 R

Gradual Plan |

»2- B BB BB DO R 0N

n3-l BB BB DnonD0

204- A B DB AB BB O 00
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Penalties

Non-compliance Penalties

Based on the final report provided by the Contractor, the government entity shall assess the Contractor's performance concerning their adherence to
the Targeted Local Content percentage and incorporates this assessment into the Contractor Performance Evaluation Template.

Upon the conclusion of the contract, the government entity shall impose a financial penalty of up to 10% of the contract value if the difference between the Achieved
Local Content Percentage and the Targeted Local Content Percentage exceeds 5%, or in the event of non-submission of the Final Report.

In addition to the financial penalty, the - If the contractor fails to submit the final report.
government entity shall escalate the issue to

the committee established pursuant to Article e ——————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————
(88) of the Government Tenders and

- If the difference between the Achieved Local Content Percentage and the Targeted Local Content Percentage
Procurement Law. /

exceeds 15%.
LCGPA shall escalate the issue to the \ If the difference between the Achieved Local Content Percentage and the Targeted Local Content Percentage

committee established pursuant to Article (88)
of the Government Tenders and Procurement
Law. in the event of repeated non-submission of the Final Report three times within the last three years, whether for one or

o exceeds 10% repeatedly for three times within the last three years—whether for one or multiple government entities—or

multiple government entities.

Financial Penalty Amount = (Local Content Weight and Companies Listed on the Financial Market in the Financial Evaluation) * Deviation Rate * Contract Value Deviation Rate.
Deviation Rate Calculation=Targeted Local Content Percentage - Achieved Local Content Percentage
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Minimum Local Content Requirements Mechanism

Practical Example

B
i

&0

Tender Information

Tendering Authority:
Government Entity.

Tender Type:
Works and services.

Tender Documents:

The government entity has specified a minimum target local content

percentage of 40% in the tender documents, following approval from the
LCGPA and EXPRO.

No minimum baseline requirement is specified in the tender documents
(Baseline).

Applicable Provisions and Mechanisms:
Minimum Local Content Requirements Mechanism

Tender Value:
SAR 300,000,000, and for four years.

Bidders’ Information

Local Content Certificate

(Baseline) for the enterprise.

Local Content Certificate
(Baseline) for the enterprise.

Targeted Local Content

Local Content Percentage
i [« -1 gll Percentage atthe contractlevel.

40%
0% =176 [+ =) g targeted at the contractlevel.

Not listed on the Capital Market.

Local Content Certificate
(Baseline) for the enterprise.

Local Content Percentage

targeted atthe contractlevel.

Listed on the Capital Market. v

Listed on the Capital Market.

v

Local Content Certificate 31%
(Baseline) for the enterprise.

Local Content Percentage
targeted atthe contractlevel.

Notlisted on the Capital Market. ,




Minimum Local Content Requirements Mechanism
Case Study

Bids’ Evaluation Mechanism (Technical)

r== Enterprise Local Content Certificate (baseline). EEEEEEEEEEES |
Local Content Certificate Local Content Certificate

T (Baseline) for the enterprise.
Targeted Local Content Local Content Percentage
Percentage at the contractlevel. Bidde targeted at the contractlevel.

Not listed on the Capital Market. Listed on the Capital Market.

(Baseline) for the enterprise.

Certificate (Baseline). Bidders who do not submit a baseline local content

|
[
|
[
The Tender Documents did not stipulate the submission of a Local Content |
|
certificate will not be disqualified. /'

v S -

- Targeted Local Content Percentage @ | |
Local Content Certificate Local Content Certificate
v

|
| |
| |
Baseline) for the enterprise. (Baseline) for the enterprise. ' . . . |
( : P P i The Tender Documents stipulated the application of a Local Content i
- Local Content Percentage 399,  Weight Mechanism in the Financial Evaluation. Bidder No. 3 was :
= I
| |
| |
| |
| i

|

|

|

Local Content Percentage
Bidder targeted at the contractlevel.

No. (3)

targeted atthe contractlevel. disqualified for failing to meet the Targeted Local Content Percentage.

Bidder No. 4 was disqualified for submitting a percentage lower than the
Minimum Local Content Requirements specified in the Tender
Documents. L

Listed on the Capital Market. Notlisted on the Capital Market. v




Minimum Local Content Requirements Mechanism
Case Study

Bid Evaluation Mechanism (Financial)

. Local Content T ted . : Is the company listed
Bidders argete
Certificate (baseline) Percentage Financial Proposal on the Capital Market?
Bidder No. (1) 15% 40% 310,000,000

Bidder No. (2) 31% 45% 311,000,000 v

Bidder No. (3) Technically disqualified; due to failure to meet the targeted percentage.

Technically disqualified due to submitting a percentage that is lower than the minimum local content threshold.

Bidder No. (4)

The lowest price of a technically
The resultof the ( qualified bid (in SAR) X 60% ) [(targeted local content percentage x50%) + (local content certificate (baseline) x50%) + (5% points for the listed

financial evaluation = Bid price under evaluation company)]x40%
(In SAR)
Calculation Method The Result
SAR 310,000,000
: ( 000,000, 6006)+  [(40% x50%) +(15% X 50%) + ( 0% )1 X 40%
Bidder No. (1) SAR 310,000,000

(SAR 310,000,000 6095)+ [(45% X 50%) +(31% x50%) + (5%)1x 40% M&s28 Winner
SAR 311,000,000

Bidder No. (2)

The tender has been awarded to Bidder No. (2), who submitted the highest-rated financial proposal, given that the price difference did not exceed 10%.




Minimum Local Content Requirements Mechanism
Case Study

Bidder Number (2) shall submit the Local Content Gradual Plan, Periodic Reports, and the Final Report
. ! ' Contract Level
during the contract execution period as follows:

The contract was awarded to the bidder On March 1, 2021. and the contract duration was four years.

Periodic Reports Periodic reports related to Minimum Local Content shall be at the contract
Gradual Plan level and shall be submitted after the end of each fiscal year for the contractor. |

Submission Deadline for the Local Content Gradual Plan: Periodic Submission Date

60 days following the tender award.
First January 01, 2022

Submission Dat
fu mission Date April 30, 2021 Second January 01, 2023
or Gradual Plan
Third . January 01, 2024
@ Final Y March01,2025

To be submitted to the government @

Final Report To be approved by LCGPA prior its

submission Government entity

<>> To be approved by LCGPA prior its

submission to the government entity

entity that owns the project.

Deadline for
Submitting the September 30, 2025

Final Report




Minimum Local Content Requirements Mechanism
Case Study

The Contractor shall submit the final report to the government entity, and if there is a difference between the Targeted Percentage and the Achieved Percentage, the
government entity shall impose the following penalties:

Final Report

The government entity shallimpose a financial penalty proportional to
The Final Report submitted by the |

the Contractor's deviation from the targeted percentage.

Contractorincludes the following:

V) Financial Penalty Amount = Local Content Weight and Companies Listed on the Financial Market in
the Financial Evaluation * Deviation Rate * Contract Value

Targeted Percentage %45

Deviation Rate = Targeted Local Content Percentage - Achieved Local Content Percentage

9

Achieved Percentage %34 Deviation Rate = 45% - 34% = 11%
Financial Penalty Amount = 40% x 10% x (311.000.000) = 13.684.000 SAR




Related Links



Related Links

Templates for Periodic Reports and the Final
Report

|ssuing The Target Local
Content Percentage

Gradual Plan.

Registering afactoryora

Baseline Calculation
service provider

for Localization
gidi s Service

of Industry and

Guidelines for filling out a study form determining the
Minimum Local Content Requirements.

E-Services.
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Disclaimer

Disclaimer Regarding This Training Material

This material has been prepared for training and guidance purposes only. It aims to provide an overview the mechanisms, policies, and
requirements related to prioritizing local content and small and medium enterprises in business and procurement. This material shall not under
any circumstances, be considered a legal reference or an official binding document.

The only authoritative sources for applying local content requirements are the laws, regulations, policies, and instructions issued by the
competent authorities.

The Authority shall bear no responsibility for any use or interpretation of the content of this material, for any direct or indirect damages or losses
Incurred by any person or entity as a result of acting -or refraining from acting- based on its content.

All cases, names, and individuals referenced in this material are fictional and intended solely for training purposes and have no relation to
reality.

This training material shall not be considered a reference for passing any related professional examinations.

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