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Disclaimer:

The policy is a translation of the documentwhich is originally prepared in Arabic. In the event of inconsistency or

discrepancy in the interpretation, the Arabic version shall prevail.
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1. Introduction

1.1. Terminology and Definitions

The following definitions and interpretations apply to the Economic Participation Policyand may not necessarily carry the

same meaning as used internationally or elsewhere.

Term

Definition

Economic Participation (EP) Program

The program detailing the means by which Contractors and stakeholders
can participate in the development of capabilities (non-military), in line

with the provision of this Economic Participation

Economic Participation (EP) Policy

The policy governing Economic Participation published by LCGPA

LCGPA

Local Content and Government Procurement Authority. LCGPA is the sole

entity responsible of managing the Economic Participation Program.

Local Company

Any company that is registered in KSA

Foreign Company

Any company that is registered outside KSA

Government Entity

Any government entity which will be responsible of the procurement in

KSA

Contractor

Any Company who signs a contract for supply of goods or services

(including construction) with a Government Entity in Saudi Arabia

Main Contract

A Contract including any amendments between Government Entities and

a contractor for the supply of a Government Procurement

Obligor

Any Company who signs the Economic Participation Contract which can
be the contractor, a subsidiary of the company who signs the main contract

or a subcontractor.

Local Beneficiary

Alocal company or a government entity that will receive the benefits of the

EP projectfrom the obligor

Economic Participation Obligations

Has the meaning given in Section 2.5 of this Economic Participation Policy

Threshold

Economic Participation requirements shall be triggered if the value of

imported goods or services of the contractexceed the threshold as defined

inSection 2.4

Direct EP Direct Economic Participation refers to projects that are directly related to
the sector orindustry from which the government procurement contract
originates.

Indirect EP Indirect Economic Participation refers to projects unrelated to the sector or

industry from which the contract originates.

Government Procurement

Government procurement is any type of procurement on behalf of a
government entity, such as a ministry or a government agency. A
government procurement can be completed through a Foreign company,

Local company or Local agent.
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Economic Participation (EP) Proposal The proposal required to be submitted by the Obligor to LCPGA as

described in Section 2.9

Economic Participation (EP) Contract | A contract signed between LCGPA and the obligor to detail the Economic

Participation obligations based on the submitted EP proposal

Undertaking Awritten promise offered as security for the performance of the Economic

Participation Proposal

Local Agent ASaudi registered company that is responsible of procuring specific goods

or services for the KSA Government Entities

EP Credit Values attributed by LCGPA towards the satisfaction of an Obligor's

Economic Participation Obligations

Valuation Factor A numerical factor used to establish the number of Economic Participation
Credits generated by an eligible activity as determined by LCGPA in

accordance with this Economic Participation Policy

Export Sales Export sales refer to the value of exported sales of goods and services

generated by EP projects for purposes of fulfilling EP obligations

JointVenture A Joint Venture Company registered in Saudi Arabia between a Foreign

Company and alocal Company or a Government Entity

1.2. Background and Purpose

This policy is applied on all government procurement related to goods and services with value of imports equaling or
exceeding the thresholds defined in this policy. The Economic Participation Policy will place an obligation on the imported
value of the contract that must be fulfilled locally in a form of economic activity through any or a combination of the
following: technology transfer, knowledge transfer, investment, export promotion, research and development, localization
or subcontracting.

This policycomplements other existing laws and policiesin the Kingdom and must notresult in any contradiction. The LCGPA
Board of Directors reserves the rightsto make the necessary amendments to this policyat any time and will notbe responsible
for any loss as the consequences of this amendment. In case of any amendment to the policy, any previous obligations will
not be affected and will continue to follow this policy until fulfilment.

The policyisatranslation of the document which is originally prepared in Arabic. In the event of inconsistency or discrepancy

inthe interpretation, the Arabic version shall prevail.

1.3. Priority Areasfor Economic Participation
The Economic Participation Policy will support the development of new capabilities and attracting new investments in line
with the following objectives:
®  Uilizing government procurement through localization of manufacturing and services and improving the local
content as well as supporting the research and development.
® (reation and development of capability that can be utilized to generate sustainable business in Saudi Arabia.
® Transferring technology and knowledge in areas that areimportant for the Saudi Economy
®  Contributing to the creation of local companies’ capabilities and increasing their global competitiveness to increase

their exports and involvement in the global supply chain
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Creating Human Capital capability through training, development, knowledge transfer and sustainable

employmen[ opportunities

2. Economic Participation Policy

2.1.

Application

The Economic Participation will be applied on the following types of government contracts as long as itdoes not contradict

with General Authority for Military Industries scope of work:

All government contracts placed by Government Entities and funded by government resources contracting a
Foreign Company and for which the value of imported goods and or services equals or exceeds the threshold

defined in Section 2.4.

All government contracts placed by Government Entities contracting a Local Agent or a Local Company which are
subcontracting a Foreign Company that is providing imported goods or services equaling or exceeding to the

threshold defined in Section 2.3.2

LCGPA Board of Directorsreserves the rightto exempt any tender from the requirements of this policy.

2.2. Key Principles of the Policy

This Economic Participation Policy is a core component of the non-military government procurement process and will be a

focus throughout the government procurement life cycle of all Government Entities when EP requirements are applicable.

All activities carried out under this Policy should adhere to the following principles:

Additionally — All EP projects must reflect added value and new contribution beyond the requirements specified
in the main contract. The obligor must be able to demonstrate that the EP project is adding new value to the
Kingdom’s economy. For Investment projects to qualify as EP project, they must result in a new facility or the
expansion of an existing facility. Similarly, Export promotion projects must result in opening new markets to
existing or new products.

Causality — All EP projects must be derived from a Government Procurement Contract. Prior to the start of the EP
project, the obligor must be able to demonstrate that the project would have not been initiated had it not been for
the EP obligations.

Sustainability — All EP projects must be economically and operationally sustainable even after the fulfillment of
the EP obligations. The operation of the procured assets, development of national capabilities or contribution to
economic growth must be sustainable even after the discharge of the EP obligations.

Responsibility — The fulfillment of the EP obligations rests solely with the obligor. In other words, the obligor is
the only responsible to the Kingdom of Saudi Arabiato complete the EP projectwithin the agreed terms.

Mutual Benefit — The EP project must not result in any type of additional costs on the main procurement contract
and must be beneficial and profitable for Saudi Arabia, local beneficiaries and the obligor. The Kingdom of Saudi
Arabiaaims at using the EP Program as a tool to establish long term partnerships with the obligors.

Direct Economic Participation — The EP Policy prioritizes Direct EP and requires obligors who do not submit an

EP proposal based on Direct EP to provide aclear case setting out why direct EP cannot be utilized. The obligor must
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get the approval of LCGPA to fulfil the obligations through Indirect EP unless LCGPA has explicitly allowed or

requested it duringthe tendering phase.

2.3. Economic Participationin the Procurement Process
LCGPA manages the EP activities throughout the procurement process in collaboration with other government entities.
Obligors are required to submit an Economic Participation Proposal that demonstrates how the Economic Participation

objectives will be addressed.

Figure 1 shows Economic Participationin the context of the overall procurement process

Tender and Award

Monitor and

Tender Preparation Tender Evaluation Contract Sian-off e
* Bidders with value * EP proposals will be * Selected bidder must . . .
imported goods or collected and sent to sign the EP contract Sct?ril\l,?t?ésdqeshg::sﬂfg
services equalling or LCGPA before or at the same signed contract
exceeding the threshold ¢ The submission of EP fime of the signature of « LCGPA monitors the
should submit an EP Proposal is required for the main contract delivery of the EP
Proposal to support their all bidders with * Performance bond must ro'ect);nd rovides
main offer commercial proposal be submitted within 30 ?inall approv%l on EP
* Bidders will also be including imported goods days of the signature of Credit
required fo sign an or services that equals or the EP contract red
Undertaking document exceed:s the threshold
outlining the EP defined in the policy
obligations * LCGPA evaluates EP
* Bidders' EP Proposal Proposal of shortlisted
must be based on direct bidder and engage with

EP unless justified; bidder them if required
can submit EP Proposal

based on indirect EP if

agreed with LCGPA

EP Proposal Submitted Bidder Selected EP Contract Signed EP Agreement Milestone
Delivered
Prospective obligors must submit the Economic Participation Proposal and the signed Undertaking document at the same

time of the proposal submission. The EP Proposal will set out plans to deliver the Economic Participation project. This will
form the basis of the Economic Participation Contract which will be used to manage the fulfilment of EP credit.

The Economic Participation Proposal includes details of the EP activities that will be performed and the associated timelines
such that the content of the proposal can be evaluated. It can also include an assessment of risk and any key dependencies

beyond the program or interdependencies with other activities that need to be considered.

2.4. Threshold
Any government contract that qualifies under this policy will resultin EP obligation if the value of imported content equals

or exceeds SAR 100 million (referred to as the “Main Threshold”).

2.5. Obligation and Currency
The level of Economic Participation Obligation to any procurement contract that qualifies under this policy is set at a
minimum 35% of the value of imported goods or services. The value of EP obligations will be adjusted to reflect any changes
to the procurement contract. The Government Entity and the Obligor must promptly inform LCGPA if any changes are made
to the procurement contract that result in implication in the EP obligations.
The value of EP obligations will be calculated in Saudi Riyals. In case the main contract is based on a different currency, the

exchange rate at the date of the bid submission will be used to convert the obligations into Saudi Riyals.
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2.6. Fulfilment Period

The fulfilment period for EP obligations is five years, commencing from the effective date of the signature of the EP contract.
The obligors will be given an additional year to submit any relevant documents or evidence (e.g, financial statements,
invoices, etc.) to declare the fulfilment of the obligations. Any activities performed in the sixth year will not count towards

the EP obligations unless stated inthe EP contract or approved by LCGPA in advance.

2.7. Eligible Activities
The obligorsare encouraged to assess different activities to fulfil their EP obligations with the aim of maximization the value
creation to the Kingdom. The eligible activities are detailed below:
Technology Transfer
Technology transfer refers to the transfer of technology from an obligor to the local beneficiary. The transfer of technology
includes the transfer of technical tools and techniques as well as training and technical assistance related to the technology
to the local beneficiary by the obligor. The technology transfer can also include the implementation of the technology to
make itaccessible by the local beneficiary.
Knowledge Transfer
Knowledge transfer refers to the transfer of technical know-how from an obligor to the local beneficiary. Knowledge transfer
is adynamic process that refers to all activities and mechanism of interaction that promote the dissemination, adoption and
appropriate of the new skill by the local beneficiary.
Investment
Investment can take the form of a capital injection dedicated to the establishment, expansion or upgrading of a
manufacturing or service facility, Joint Venture or an entity in Saudi Arabia.
Export Promotion
Export promotion involves the procurement of locally manufactured goods and services by foreign companies. Export
promotion purchases or transactions must be for new products or services and/or new markets.
Research and Development
Research and Development refers to systematic activities that focus on applied research and aim at discovering solutions to
problems or creating new goods and knowledge. Applied research aims to address specific customer/industry needs and
focuses on specific commercial objectives. R&D may result in ownership of intellectual property such as patents through
specific development.
Localization of Manufacturing or Services
Localization of Manufacturing or Services refers to support local beneficiaries at establishment of new services or
manufacturing capabilities within their service portfolio. This can be achieved through transfer of manuals, tools and
document, training or establishment of dedicated programs which focus on performance improvement and optimization of
operations of local services or manufacturing capabilities.
Subcontracting
Subcontracting refers to the purchase of local products, services from a Local Company as part of a commercial agreement

between the local beneficiary and the obligor.

2.8. Economic Participation Valuation Factors
LCPGA will approve eligible activities by the obligor and assign Valuation Factors to each activity in order to calculate the

credits awarded.
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This Valuation Factor is a factor assigned to each eligible activity according to the work already carried out or to be realized
by the Obligor. Valuation Factors between 0.5 and 4 can be awarded to the obligor to incentivize value creation to the

Kingdom. Details are provided in Appendix 4.1 and summarized in Table 1 below.

Table 1: Valuation Factors

|E|igib|e Categories Valuation Factor
Localization of Manufacturing or Services 0.5-2
Subcontracting 1

Technology Transfer 0.5-3

Knowledge Transfer 0.5-2

Investment 1-3

Export Promotion 0.5-3

Research and Development 3

Bonus to be added to previous valuation factors

Bonus Category to be defined by LCGPA (+0.5) — (+1)

The EP Credits will be calculated based on all the eligible activities performed by the obligor within the agreed timeline.

n
EP Credit = z EP Creditctivity i
i=1
EP Credit Actity = Value Realized by Activity x Valuation Factor
2.9. Contractual Framework
The fulfilment of the EP requirements must adhere by the following contracting model:
Undertaking
This Undertaking document is a written promise that must be signed by prospective obligors to show their commitment to
the fulfilment of their EP obligations and which will be joined to the main proposal.
The bidder will receive the Undertaking document atthe same time as the tender document which will have to be completed,
signed and submitted at the same time as the main proposal by the prospective obligor in a separate envelope. In case the
main bidder is a Local company or Local agent, the Undertaking document will be completed and signed by the
subcontractor(s) which will be the obligor(s) in the future.
Economic Participation Proposal
EP Proposal is a document that expresses the purpose and direction of the EP projects, clarifies the growth potential of the
projectand outlines project deliverables, timelines and resource allocation. Atthe same time, itshould concisely demonstrate
the role and commitment of the EP obligor and the local partner(s) to the EP projects. When the EP project involves other
participating companies, the EP Proposal must be accompanied by bona fide letters from those companies indicating their
support and binding commitment to participate in the project as an EP project
This EP Proposal will include appendices of templates providingthe estimated value of EP credits proposed by the Obligor.
The EP Proposal must be submitted at the same time of the main proposal by the prospective obligor in the same envelop as
the Undertaking document.

Economic Participation Contract
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The Economic Participation Contract will set out EP Obligations of the obligor and will include the EP Proposal, statement of
work for the eligible activities and the Credits that will be awarded for the delivery of such projects along with the
performance management mechanisms that will applied.
EP contract must be signed for every contract that results in EP obligations at the same time or before the signature of the
main contract. This EP contract includes appendices for creditdeclaration for the defined eligible activities that are appli cable
to the contract.
Performance Bond
A Performance Bond will be issued upon signature of EP Contract to the attention of LCGPA during a period of less than thirty
(30) days following the signature of the contract. The performance bond must be linked to EP Contract and must be separate
from any other performance bond or guarantee submitted by the obligor. The performance bond will be equal to 15% of the
EP obligation value as defined in Section 2.5.
Final Project Declaration
The obligors must submit afinal EP declaration upon fulfilment of the obligations showing:

®  The listof contracts signed with LCGPA and their value

®  The liberating values of EP projects made accepted by LCGPA

®  The net EP obligation and credit performed

®  The references used

The declaration must be submitted to LCGPA for final approval.

2.10. Performance Review
Incentives
In order to encourage the obligors to deliver specific projects in alignment with LCGPA priorities, specific valuation factors
will be provided by LCGPA during the tendering phase.
® Obligorsneed to align with LCGPA on the specific areas that will be provided higher valuation factors during the
tendering phase and will be encouraged to include any of them in their EP Proposal.
® Excess Credits awarded by the obligors can be used in the future to fulfil EP Obligations
® Any incentives used by obligors will need to be highlighted in their EP Proposal as well as EP Contract.
Non-Performance
The value of the Economic Participation delivered will be assessed at the end of each year based on series of Milestones
which will be part of the EP contract. Each Milestone will have a specific value established against it.
® Failure to deliver the individual Economic Participation Milestones will result in the appropriate value being
deducted from the Performance Bond based on the value of the outstanding credits at the end of each year.
Similarly, on successful completion of the Economic Participation Milestones, a value of the Performance Bond will
be released. This includes the case where the obligor fulfils all the EP obligations within a shorter timeline than
agreed which will result in releasing an equivalent amount of the Performance bond in advance.

®  The amount liquidated will be calculated based on the following formula:

Fullfilled Obligations
Overall Obligations

. (Expected Milestone at the end of year — )x Per formance Bond
Where the value of Expected Milestone in each year is:
- Year 1: 10%

- Year 2: 20%
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- Year 3: 40%
- Year 4: 70%
- Year 5: 100%
®  Obligorswill be given an extra year for each milestone to provide evidence of the fulfilment of Credits which can include
financial statements, invoices, etc.
® Inaddition, LCPGA reserves the right to take the right legal measures against the contractor and the obligor and forbid

them from future contracts if the obligor has substantially failed to deliver its Economic Participation Obligations.

2.11. Excess Credits

Excess credits generated by an obligor as part of the Economic Participation projects can be banked and utilized within a
period of 5 years from the date of the final declaration signed by LCGPA.Banked credits shall be utilized by the obligor only
and are nottransferable to any other party.

Future Commitment can be fully satisfied through the use of Banked credits subject to the approval of LCGPA. The obligor

must include their intention to use their banked creditin the EP Proposal.

2.12. Third PartyInvolvement
Obligors can work with third parties to fulfil their EP obligations. The involvement of a third party in the delivery of the EP
Proposal must to be approved by LCGPA as part of the project approval process.
®  Obligors have the flexibility to deliver the EP project with the support of subcontractors or subsidiaries subject
to LCGPA approval. The Obligor will be sole responsible of fulfilling the EP Obligations and the EP Obligations
cannot be transferred to any other parties.

® Inaddition, EP Credits cannot be transferred from one obligor to another
3. EconomicParticipation Management

Contractors and obligors will engage with LCGPA throughout the lifecycle of the procurement process to develop their
Economic Participation Proposal, sign the Economic Participation Contract, monitor and evaluate progress against the
milestones.
Economic Participation Proposal Evaluation
®  The proposed Economic Participation Proposal must be submitted as part of a proposal in response to the
tender for the Main Contract and will be evaluated prior to the signature of the Main Contract
®  The Economic Participation Proposal prioritizes Direct EP. In case the proposal does not, the obligor must
provide clear justification for the reason behind such action unless LCGPA has provided different direction
during the tendering process. LCGPA will have the right to reject the proposal in case the evidence is not
acceptable.
®  The finalization of the Economic Participation Proposal will take place through dialogue and engagement
between the obligor and LCGPA and the final EP Proposal will be included in Economic Participation Contract.
® In case the tender involves a Local Company or a Local Agent importing services or goods from a foreign
company, they will coordinate with the foreign company to ensure the final proposal include the EP Proposal
and the Undertaking document signed by the foreign company.

Economic Participation Progress Reporting
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The obligor must submitto LCGPA a Progress Reportevery 6 months that provides the status and performance

of all Economic Participation activities.

The obligor must attend a yearly meeting with LCGPA to discuss the progress on the implementation of the EP

Proposal.

Obligor with outstanding Obligations under this policy will be required to attend formal reviews with LCGPA.

The frequency of the reviews shall be agreed between the parties.

Credit Declaration and Final Credit Declaration

The obligor must submit evidence that their Economic Participation Obligations have been delivered
according to the agreed milestones to LCGPA who will certify completion and release a percentage of the
performance bond.

LCGPA reserves the rightto audit and validate all submitted documents and request any additional details and
documents to demonstrate achievements of Credits. Credits will not be awarded until LCGPA is satisfied that
the relevant component of the Economic Participation Obligation has been achieved.

LCGPA reserves the right to revoke any Credits if the information subsequently comes to the light that raises
questions over the validity of Creditsthat have previously been awarded.

LCGPA approves the Final Credit Declaration Form submitted by the obligor after reviewing all the documents

and evidences submitted by the obligors to ensure fulfillment of EP obligations.

Project Site Visit

LCGPA reserves the right to conduct project performance reviews and site visits as and when necessary. The
purpose of the EP project site visit is to verify the implementation status of the project and any operational

activities linked to the EP project.
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4, Appendix

4.1. EP Credits

The table below summarizes the EP Valuation Factors. EP projects must be based on a combination of the activities listed

under each type of projects and should not be based on one type only. (i.e., an obligor cannotsatisfy its obligations only from

transfer of documents regardless of the expected credits generated from such activity). The table describes the different sub-

activities.

Table 2: Details of Valuation Factors

Eligible Activities

Expected Way of Calculation

Valuation Factor

Technology Transfer

Technical documents and manuals including

Value of documents transferred based

on fair valuation by the obligor to

technical drawings directly linked to the complete the action. This activity 05
technology transferred to the Local Beneficiaries should be part of a technology
transfer proposal by the obligor
Expenditure by the obligor to cover
the cost of overseas training excluding
Overseas training to Local Beneficiaries directly
any travel related expenses or per 2
linked to the use of the technology transferred
diem of the trainees which should be
covered by the local beneficiary
Expenditure by the obligor to cover all
local assistance including any
Local technical assistance linked to the use of the
technical support provided by the 1
technology transferred
obligor to the local beneficiary in the
Kingdom
Cost of the toolsand any other
Transfer of specific machinery, equipment or tools relevant expenditure by the obligor to
that are mandatory for the use of the technology transfer the required machinery, 2
and that are not available in the Kingdom equipment or tool to the local
beneficiary
Expenditures by the obligor to
Transfer of know-how including shadowing by the | transfer the technology by allowing
local beneficiary to be able to use the technology local beneficiary to work side by side
and/or second the local beneficiary to the OEM to through shadowing or secondments 2
be able to gain the know-how and operate it of the local beneficiary employees to
independently in the future the holder of know-how and to gain
the required experience
Setup cost by the obligor to provide
Setup of the Technology to the Local Beneficiary the Local Beneficiaries access to the 2

Technology
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Export sales generated due to transferred

Additional export revenues generated
by the Local Beneficiary that are

directly linked to the technology

technology transferred and are directly linked to >
the efforts of the obligor during the
period of the EP Contract
Research and Development or customization Additional costs paid by the obligor to
required to adjust the technology to be compatible | customize the technology to match 3
with the Saudi market the local beneficiaries’ requirements
Knowledge Transfer
Technical documents including technical drawings | Value of documents transferred based
about the skill or specific knowledge transferred to | onthe fair valuation of cost covered 0.5
the Local Beneficiary by the obligor to complete the action.
Expenditure by the obligor to
complete the activity excluding any
Training of the Local Beneficiaries in the place of )
travel related expenses or per diemof | 2
origin of the skill transferred
the trainees which should be covered
by the local beneficiary
Expenditure by the obligor to conduct
training sessions within the Kingdom
Training of Local Beneficiaries in KSA ] ) ) 1
excluding any compensation paid to
the trainees
Expenditures by the obligor to
transfer the technology by allowing
Transfer of know-how including shadowing by the | local beneficiary to work side by side
local beneficiary of the obligor to apply the skillin | through shadowing or secondments 2
a work-related setup of the local beneficiary employees to
the holder of know-how and to gain
the required experience
Export Promotion
Export of Saudi products or services Revenues from exports generated by
the local beneficiaries duringthe
period of the EP Contract that are 3
directly linked to the EP project and
are directly linked to the efforts of the
obligor
Increase competitiveness of Local Beneficiaries by | Cost saved on products of local
improving profitability of Saudi products which beneficiaries due to the support of the 3

can better position the Local Beneficiaries in the

Global Markets.

obligor by realizing economies of
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scale during the period of the EP

Contract

Tool and activities used to promote Saudi products

inthe global markets

Expenditure by the obligor to
promote Saudi products to new
markets through exhibition or
marketing campaigns in countries
where the promoted product was
never sold or was previously
promoted during the period of the EP

Contract

05

Investment

Investment made by the obligor

Amount of investment made by the
obligor including the initial
investment and any additional
investment for expansion or
additional enhancement made by the
obligor during the period of the EP

Contract

Export sales generated that are directly linked to

the investment by the local beneficiary

Revenues generated from the new
investment at the international level
during the period of the EP Contract
that are directly linked to the EP
projectand to the efforts of the
obligor. The revenues must exclude
the share of revenues that will go to

the obligor.

Research and Development (R&D)

Capital expenditures to conductthe Research and

Development activities

Any capital expenditure to conduct
R&D by the obligor including but not
limited to cost of plant and equipment
purchased, building expansion and
improvement, hardware, vehicles

during the period of the EP Contract

Operating Expenditures to conduct Research and

Development activities

Any operating expenditure by the
obligor to conductR&D including but
not limited to rent, salaries and

contributions, subscriptions, etc.

Localization of Manufacturing or Services
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Documents or manuals transferred to Local

Value of documents transferred based

beneficiaries to localize specific manufacturing or onthe fair valuation of cost covered 05
services by the obligor to complete the action.
On the job training and other types of training of Expenditure by the obligor to train the
the local beneficiaries’ employees in the country of | employees of the Local Beneficiary
origin of the service being localized excluding any travel related expenses 5
or per diem of the trainees which
should be covered by the local
beneficiary
Technical assistance within the Kingdom to Expenditure by the obligor to provide
complete the localization project continuous technical support to the
local beneficiary to ensure the success | 1
of the localization of manufacturing
or services
Machinery, Equipment and tools transferred bythe | Expenditure by the obligor on
obligor to the local beneficiary to localize machinery, equipment and tools that
manufacturing or services will be transferred to the local
beneficiary to complete the 2
localization of manufacturing or
services duringthe period of the EP
Contract
Expenditures by the obligor to
transfer the technology by allowing
Transfer of know-how including shadowing by the | local beneficiary to work side by side
local beneficiary of the obligor to apply the skill in through shadowing or secondments 2
a work-related setup of the local beneficiary employees to
the holder of know-how and to gain
the required experience
Manufacturing program which focus on Expenditure by the obligor to conduct
improvement of the local beneficiary performance improvement programs
manufacturing capabilities to optimize the manufacturing 2
processes or production lines of local
beneficiaries
Subcontracting
Subcontracting to alocal supplier Expenditure by the obligor to ensure
local beneficiary is certified and has ]
the requirements to deliver the
subcontracted activities
Net Value generated by local beneficiary due to Revenues generated by the local "

subcontracting

beneficiary that are linked to the EP
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projectand are directly linked to the
efforts of the obligor excluding any
external expenditure paid by the local
beneficiary. Subcontracting should be
additional and not linked to any
previous or ongoing engagement by

the obligor

Bonus Credit

Bonus Category to be defined by LCGPA duringthe

tendering phase

LCGPA may include one or multiple
categories to incentivize obligors to
perform specific EP projects (e.g,
projects in promising locations,
specific project promoted by LCGPA,
criticality of the technology, etc.).
LCGPA will specify the value of the
valuation factor duringthe tendering

phase and will be a fixed value.

(+0.5) -+
to be added to the relevant
valuation factor when
applicable; A cap of 4 is set
on valuation factors in case

multiple categories are met

by the obligor.
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4.2. Proposal Template

1. Overview

The EP Project Proposal Template is provided to bidders to showcase the different EP
mechanisms that will be included int their EP Proposal: Technology Transfer, Knowledge
Transfer, Investment, Export Promotion, R&D, Localization, and Subcontracting. The
prospective obligor can propose one or multiple EP projects that include different
mechanisms by filling out the relevant tables in this document and submitting the relevant
documents provided in the guideline of each EP technique.

This table should showcase the total value credits for the selected EP projects.

EP Project Type Number of Projects Proposed ‘ E P Credit Value Proposed
Technology Transfer

Knowledge Transfer

Investment

Export Promotion

Research and Development

Localization

Subcontracting
Total

2. General guidelines

There are five main aspects that needs to be taken into consideration before filling out the
templates.

Content: describe background and objective of the project
Effectiveness: describe the expected impact of this project
Conditions: describe all dependencies required for the success of this project
Period of implementation: describe the duration of each phase
Implementation method: describe in detail the mechanisms and activities that will be
followed during implementation listing all the local beneficiaries that will be involved

3. Project Information

This table need to be filled for each suggested project.
Project Type: [To be defined]

Name of Local Beneficiary: [ To be defined]

E P Proposed
Credits

# Activity DetailedDescription ProposedValue  Valuation Factor

Tender Number:

Tendering Entity:

Name and Signature of the Obligor
Date of Submission:
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4.3 Undertaking form

This undertaking is a commitment from with the economic
participation program based on:

e Tender number
e |ntroduction to business and services
e Supplier, business address, mobile number and e-mail:

This supplier shall sign the prospective supplier:
1. Preliminary Provisions:

1.1 The terms and expressions used in this undertaking shall have the meanings indicated
in the Economic Participation Policy (the “Policy”), unless the context requires otherwise.

1.2 The provisions of the policy shall be applied where no provision is made in this
undertaking.

2. Economic Participation Program Overview:

2.1 Economic participation obligations shall be calculated based on the percentage of
imports of goods or services from the value of the main contract. The supplier must
comply with the requirements of the economic participation program in the event that
the value of imports of services or goods is equal to or exceeds the main minimum
specified by one hundred million (100,000,000) Saudi riyals.

2.2 The minimum value of the economic participation obligations for any government
procurement contract to which the policy applies is 35% of the value of imports of services
or goods.

2.3 To fulfill the obligations of the Economic Participation Program, the Local Content and
Government Procurement Authority (the “Authority”) and the supplier will enter into an
Economic Participation Contract specifying eligible activities within the Program under
the Policy which include investment, technology transfer, knowledge transfer, export
development, research and development, localization of industry or services, and
subcontracting. .



2.4 The period for fulfilling the economic participation obligations is limited to five years,
starting from the date of signing the relevant contracts with the Authority

3. Requirements of the Authority

3.1 To implement the economic participation program in an effective manner, bidders
shall submit the economic participation offer along with submitting the main offer if the
conditions specified in Paragraph 2 of this agreement are met.

3.2 The proposed economic participation offer shall be submitted as part of the offer
submitted for the main contract tender, and it shall be evaluated by the Authority prior
to concluding the main contract. The economic participation offer must include the
purpose of the economic participation projects, the potential for growth of each project,
specifying its outputs, timetables, and the resources required for its implementation. The
economic participation offer should also clearly define the role and obligations of the
supplier and the local partners. Where an economic participation project involves the
participation of companies other than the supplier, the offer of economic participation
must be accompanied by an official letter from those companies indicating their support
and commitment to participate in the project. The economic participation offer must
include the following information about the supplier and other participating parties (if

any):

e Information about other participating parties (if any).

e The organizational structure of the supplier and other participating parties (if any).

e Details of financing methods for the proposed projects within the offer.

e A study of the financial return for the project period and the economic
participation balance expected to be achieved within the project schedule.

e Number of permanent jobs expected.

e Demonstrate commitment to the principles of economic participation policy.

3.3 Potential suppliers should use the form included in the policy document to prepare
an economic participation offer.

3.4 Potential suppliers must sign this undertaking and submit it with the main offer at the
same time.



4. The method of fulfilling the obligations of the Economic Participation Program
4.1 After providing all the required information to the Authority by the supplier:

* The Authority will review the economic participation offer and request the necessary
amendments to it before approving the offer.

* After the Authority’s approval on the offer, the Authority and the supplier submitting
will sign the economic participation contract (provided that this takes place before or at
the same time as signing the main contract).

* The supplier shall submit to the Authority a performance guarantee equivalent to (15%)
of the value of the economic participation obligations within a period not exceeding thirty
(30) days from the date of signing the economic participation contract.

* The undertaking shall be signed by the authorized person of the supplier.

4.2 The economic partnership contract shall be signed between the Authority and the
supplier, and there shall be no relationship with other government agencies, including
the entity that signed the main contract.

Tender number:
Bid Submission Date:

Bidder:
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