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FOREWORD

Defence Acquisition is a complex decision-making
process that endeavours to balance the  competing
requirements of expeditious procurement, development of an
indigenous defence industry, and conformity to the highest
standards of transparency, probity and public accountability.

New Defence Procurement structures and systems
were established in Ministry of Defence in 2001 in pursuance
of the report of the Group of Ministers on reforming the
National Security System. The Procedures for defence
procurement laid down in 1992 were comprehensively
reviewed and a revised Defence Procurement Procedure
introduced in December, 2002. The scope of the Defence
Procurement Procedure has been enlarged since then
through amendments in 2003, 2005, 2006, 2008 and 2009.
The categorisation of Defence Procurement has been
expanded from only “Buy” cases to “Buy and Make through
TOT”, “Buy and Make (Indian)” and “Make” procedures. The
Defence Procurement Procedure has matured overthe years.

The Defence Procurement Procedure 2011 incorporates
further refinements, based on the experience of procurement
agencies and feedback from the defence industry, both
Indian and foreign. These are aimed at expediting decision
making, simplification of contractual and financial provisions
and also to establish a level playing field for the Indian
defence industry, both public sectorand private sector.
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Given the complexities of ship building, Chapter III of
DPP relating to the Ship Building Procedure has been revised
comprehensively and a new section introduced containing
guidelines for ship building on competitive basis. The aim is
to encourage participation of the private ship building
industry in India is defence contracts. These guidelines will
provide a level playing field for Indian shipyards and promote
indigenisation and self-reliance in warship construction.

The scope of offset policy guidelines have been
expanded to include civil aerospace, internal security and
training within the ambit of eligible products and services for
the discharge of offset obligations. The list of eligible offsets
will now cover most aspects of civil aerospace, including
aircraft, both fixed wing and rotary, air frames, air engines,
aircraft = components, avionics, aircraft design and
engineering services, aircraft material, technical publications,
flying training institutions and technical training institutions.
A wide range of weapons and services for counter terrorism
have been included in the list of products under “internal
security”. These changes will provide a wider range of offset
opportunities to vendors participating in defence
procurements and encourage building up of indigenous
manufacturing capability in crucial areas.

We hope that the Defence Procurement Procedure-
2011 will be received as a progressive version by
procurement agencies as well as the defence industry. We
will continue to undertake periodic reviews in our effort to
improve the Defence Procurement Procedure and welcome
suggestions forimprovement.

W
New Delhi A~
December 27 , 2010 (A.K. Antony)
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DEFENCE PROCUREMENT PROCEDURE — 2011

General

1. As part of the implementation of the report of the Group of Ministers on reforming the
National Security System, new Defence Procurement Management Structures and Systemswere
set up inthe Ministry of Defence (MoD) videMoD order No SA/01/104/2001 dated 10 September
2001 and No 17179/2001-Def Secy/IC/2001 dated 11 October 2001. In order to implement the
provisions laid out in the new Defence Procurement Management Structures and Systems, the
procedure for Defence Procurement laid down vide MoD ID No 1(1)/91/PO (Def) dated 28
February 1992 was revised. The Defence Procurement Procedure - 2002 (DPP- 2002) came into
effect from 30 December 2002 and was applicablefor procurementsflowing out of ‘ Buy’ decision
of Defence Acquisition Council (DAC). The scope of the same was enlarged in June 2003 to
include procurements flowing out of ‘ Buy and Make' through Imported Transfer of Technology
(TOT) decision. The Defence Procurement Procedure has since been revised in 2005, 2006,
2008 and 2009 enhancing the scope to include ‘Make' Procedure, and ‘ Buy and Make (Indian)’
categories. Aspart of the review exercise and on basis of experience gained in the procurement
process, Defence Procurement Procedure has now been revised to DPP-2011.

Aim

2. The objective of this procedure is to ensure expeditious procurement of the approved
requirements of the Armed Forces in terms of capabilities sought and time frame prescribed by
optimally utilising the all ocated budgetary resources. While achieving the same, it will demonstrate
the highest degree of probity and public accountability, transparency in operations, free competition
and impartiality. In addition, the goal of achieving self-reliancein defence equipment will be kept
inmind.

Scope

3. The Defence Procurement Procedure — 2011 (DPP-2011) will cover all Capital Acquisitions,
(except medical equipment) undertaken by the Ministry of Defence, Defence Servicesand Indian
Coast Guard both from indigenous sources and ex-import. Defence Research and Devel opment
Organisation (DRDO), Ordnance Factory Board (OFB) and Defence Public Sector Undertakings
(DPSUs) will, however, continue to follow their own procedures for procurement.



Capital Acquisitions

4.

5.
will aso be covered by this procedure. Such cases could be categorised under any of the categories

Capital Acquisitions are categorized as under: -

€) Acquisitions Covered under the ‘Buy’ Decison. Buy would mean an
outright purchase of equipment. Based on the source of procurement, this category would
be classified as‘Buy (Indian)’ and ‘Buy (Global)'. ‘Indian’ would mean Indian vendors
only and ‘ Global’ would mean foreign aswell asIndian vendors. ‘ Buy Indian’ must have
minimum 30 % indigenous content if the systemsare being integrated by an Indian vendor.

(b AcquisitionsCovered under the'Buy & Make Decision. Acquisitionscovered
under the‘Buy & Make' decision would mean purchase from aforeign vendor followed
by licensed production / indigenous manufacture in the country.

(c) Acquisitions Covered under the ‘Buy & Make (Indian)’ Decision.
Acquisitions covered under the ‘Buy & Make (Indian)’ decision would mean purchase
from an Indian vendor including an Indian company forming joint venture/ establishing
production arrangement with OEM followed by licensed production / indigenous
manufacturein the country. ‘Buy & Make (Indian)’ must have minimum 50 % indigenous
content on cost basis.

(d) Acquisitions Covered under the ‘M ake Decision. Acquisitions covered under
the ‘Make' decision would include high technology complex systems to be designed,
developed and produced indigenously.

Upgrades  All casesinvolving upgrade to an in service weapon system / equipment

as given in Para 4 above. The categorisation may be carried out depending on scope of the
proposal, availability of technology indigenously and the need for seeking critical technologies
from foreign vendors.

6.

This procedure named the Defence Procurement Procedure — 2011 is set out in the

document. The following chapters are covered in this document:-

(@) Chapter | - Defence Procurement Procedure for ‘Buy’ and ‘Buy and
Make' categories.

(b) Chapter 11 - Defence Procurement Procedure for ‘Make' category.

(c) Chapter 1l - Procedure for Defence Ship Building.

(d) Chapter IV - Fast Track Procedure

(e) Chapter V - Standard Contract Document.
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CHAPTER |
DEFENCE PROCUREMENT PROCEDURE -2011
FOR ‘BUY’ AND ‘BUY AND MAKE’ CATEGORIES

7. This chapter covers the procedure for Capital Acquisitions flowing out of ‘Buy’ and
‘Buy and Make' decisionsonly.

Linkage to Acquisition Plans

8. Proposalsfor acquisition of capital assetsflow out from the defence procurement planning
process. Thisplanning processwill cover thelong-term, medium-term and short-term perspectives
asunder: -

@ 15 years Long Term Integrated Perspective Plan (LTIPP).
(b 5 years Services Capital Acquisition Plan (SCAP).
(c) Annual Acquisition Plan (AAP).

9. Based on the Defence Planning Guidelines, Headquarters Integrated Defence Staff (HQ
IDS), in consultation with the Service Headquarters (SHQs), would formulate the 15 years
Long Term Integrated Perspective Plan (LTIPP) for the Defence Forces. The Five Year Defence
Plansfor the services would also be formulated, by HQ IDS, which would include requirements
of five years Services Capital Acquisition Plan. The SCAP should indicate thelist of equipment
to be acquired, keeping in view operational exigenciesand the overall requirement of funds. The
planning process would be under the overall guidance of the Defence Acquisition Council. Its
decisions, as approved by the Raksha Mantri,will flow down for implementation to the Defence
Procurement Board (DPB).While LTIPP and SCAP would be approved by the DAC, the AAPs
would be approved by the DPB. The AAP would be a subset of the SCAP.

9a. It isimportant to share the future needs of Armed Forces with the industry. HQ IDS will
bring out a public version of perspective document outlining the technology perspective and
capability road map covering aperiod of 15 years. Thisdocument will be widely publicized and
made available on MoD website.

Annual Acquisition Plan (AAP)

10.  Annua Acquisition Plan(AAP) of each service would be a two year roll on plan for
capital acquisitions and would consist of the schemes from approved five year Services Capital
Acquisition Plan(SCAP). Accordingly, draft AAPs would be prepared by the SHQs taking into
account the carry over schemes from the previous year AAP, schemes where AON has been
accorded by DAC/DPB/SCAPCHC in the current year and schemes proposed to be placed
before DAC/DPB/SCAPCHC in current/ensuing financial year.
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10(a). The draft AAPs would be prepared in two parts. Part A would comprise of carry over
schemes from the AAP of previous year and schemes where AON has been accorded during the
year. Part B would include the cases likely to be initiated for seeking AON in the forthcoming
year. The draft AAPs would be circulated to respective AM/TM/FM in Acquisition Wing and
thereafter forwarded to HQ IDS by 31 December of each year by SHQs after clearing the
observations of Acquisition Wing. HQ IDSwill alot auniqueidentification number to each case
and would obtain approval of final AAPfrom DPB by 15th April of the relevant Financial Year.
Part A would be the working document for Acquisition Wing for issue of RFP and subsequent
monitoring of the progress of each case. Inclusion of fresh schemes to Part A from Part B of
AAP after accord of AON would be aregular process. Proposal not listed in the SCAP may only
be processed after due approval of the DAC.

10(b). Inconsonance with schemeslikely to beincluded in AAPs, HQ IDS would work out the
annua requirement of fundsfor capital acquisitionsof each servicetaking into account committed
liabilities and anticipated cash outgo, likely to be incurred on account of the fresh schemes,
during the ensuing financial year.

11.  The DPB may aso carry out amendments in the Annual Acquisition Plan, if considered
necessary, on account of national security objectives, operational urgencies, budgetary provisions
or any other exigency based on recommendations made by SHQ / HQ IDS / Department of
Defence/ Defence (Finance). All proposalsthat need to beincluded inthe AAP owing to reasons
stated above should be put up to DPB for approval prior toinclusionintheAAP. The Acquisition
Wing will process all acquisition proposalsincorporated in the * Annual Acquisition Plan” under
the overall guidance of the DPB.

ACQUISITION PROCESS

General

12.  Theacquisition processfor schemes catgorised as‘Buy’ and ‘ Buy and Make with ToT’,
will involve thefollowing functions: -

I Services Qualitative Requirements (SQRS).

[ Acceptance of Necessity (AON).

11 Solicitation of offers.

vV Evaluation of Technical offers by Technical Evaluation Committee (TEC).
Vv Field Evaluation.

4 Staff Evaluation.

VIl Oversight by Technical Oversight Committee (TOC) for Acquisitions above
¥ 300 Crs.

VIl Commercial negotiations by Contract Negotiation Committee (CNC).
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IX Approval of Competent Financial Authority (CFA).
X Award of contract / Supply Order (SO).
Xl Contract Administration and Post-Contract Management.

Services Qualitative Requirements (SQRS)

13.  All Capital Acquisitions shall be based on Services Qualitative Requirements (SQRS).
The SQRs should lay down the user’s requirementsin acomprehensive, structured and concrete
manner. It should, however, be ensured that the SQRs are broad-based and realistic. As far as
possible, SQRs should specify the requirement of military grade, ruggedised and Commercially
Off the Shelf (COTS) items. The SQRs must expressthe user’ srequirementsin termsof capability
desired with minimum required verifiable functional characteristicsand itsformulation must not
prejudice the technical choices by being narrow and tailor made.

14.  The SQRs would be drafted by the user directorate at SHQ. In order to make broad
based SQRs, required inputs will be obtained by issue of RFI on MoD website by SHQ/and by
corresponding with maximum manufacturers. Additional inputs should be obtained from defence
attaches, internet and defence journalsymagazines/exhibitions, previously contracted cases in
such category. Theinputs so obtained should result in theform of acompliancetable of SQRsvis
avistechnica parametersof equipmentsavailableinworld market, in asmuch detail asfeasible.
Draft SQR would be circulated by SHQ to al concerned for obtaining their views/'comments
including other possible user directorates, maintenance directorate, HQ IDS, DRDO, Department
of Defence Production (DDP), Director Genera of Quality Assurance (DGQA)/Director General
of Aeronautical Quality Assurance (DGAQA), Directorate of Standardisation, Technical Managers
and any other necessary department. These agencies will also be represented on the Staff
Equipment Policy Committee (SEPC) for approving the SQRs. Recordsin respect of Qualitative
Requirements (QRs) will be maintained by the User Service(s). In cases where commonality of
equipment exists and standardisation of QRsismerited, it would betheresponsibility of HQ IDS
to constitute a Joint Staff Equipment Policy Committee, with representative of all members as
above, from the three services, in order to formulate Joint Service Qualitative Requirements
(JSQRs) for such equipment. The QRs shall be prescribed in clear-cut terms and they should not
be vague or ambiguous. Prior to according approval to the SQRS, the SEPC should assess that
it would result in amulti vendor situation. If asingle vendor situation islikely then the reasons
for formulation of such SQRs be recorded. Such cases would be debated in the SCAPCHC
meeting while seeking AON and approved by DAC/DPB.

15. RFI should also ask the vendor to provide al the elements which need to be structured
into the costing of the weapon/ equipment system (including that of acomprehensive maintenance
/ product support package. The RFI may also seek ToT aspects to include range and depth of
ToT and the key technologiesidentified by DRDO. Thiswill serveasaguidelineto formulate an
all encompassing Commercia Offer format at the stage of the RFP. RFl may also be issued in
certain cases as advance intimation for the vendors to obtain requisite government clearances.

16. The SQRs of the equipment to be procured should be of a contemporary technology
widely availablein theworld /indigenous market. The performance parametersgiveninthe SQR
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should be verifiable and classified as * Essential Parameters . These are defined as the minimum
essentia military requirements, corresponding to the task or tasksto be performed by the system.
Accordingly, the ‘ Essential’ classification to a requirement must result from an in-depth critical
analysis of the necessity of requirement. There would not be any ‘ Desirable Parameters' in the

SQRs.

17. Waiver of SQR Parameters. Waiver/amendment to parameters of SQR may be accorded
by the SHQ concerned before issue of Request for Proposal (RFP). Thereafter, no waiver of
parameters would be granted.

Acceptance of Necessity

18. In order to seek Acceptance of Necessity, the Service Headquarters would prepare a
Statement of Case as per format at Appendix ‘A’ to the DPP-2011. Four copies of the Statement
of Case would be prepared, justifying the procurement proposal. One copy each would be
forwarded to DDP, DRDO, MoD (Fin) and Administrative Branch of MoD. The statement of
case would include the total quantities required, the break up based on five years plans and the
quantity that is required to be procured in next two years. The quantity vetting would be
recommended by the Administrative Branch in consultation with MoD (Fin). The quantitiesduly
vetted along with other comments on the proposal, would be sent back to the SHQ by DoD and
MoD (Fin). DRDO and DDP will aso forward their comments to Service HQ, who would then
compile al the comments and give their final views. The statement of case, along with al the
comments, would then beforwarded to HQ I DS which woul d examine aspects of interoperability
and commonality of equipment for the three Services. The statement of case would then be
placed for consideration of the categorisation committee. The categorization committee will
also invite the representative of industry associations/ representatives nominated by industry
associations, wherever participation by Indianindustry isprobable. Therepresentativesso invited
would give presentation and clarifications, as required by the Categorization Committee. The
representativeswould, however, not be present in theinternal discussionsand during thedecision
making stage of categorization committee meeting. The categorization committee, after taking
into account all inputs, will approve cases of the three Services under the delegated powers to
the three Services upto ¥ 50 Crs and recommend cases beyond ¥ 50 Crs and upto 100 Crs to
DPB and beyond ¥ 100 Crsto DAC for final approval. For cases under the delegated financial
power for capital expenditureto three Services, guidelinesgivenvideMoD 1D No 470/Dir(Acq)/
07 dated 12 Sep 2007 including gist of references and two MoD (Fin) lettersindicated therein as
at Appendix A1 would be followed. In respect of cases of Coast Guard, the categorisation
committee will approve cases up to ¥ 10 crs and submit cases beyond ¥ 10 crsfor final approval
by DAC/DPB. All other provisions, as per MoD ID No. 470/Dir(Acq)/07 dated 12 Sep 2007,
would also be applicable to the Indian Coast Guard. In order to ensure that this process is
completed in atime bound manner, each case would be processed by DRDO/DDP/MoD/ MoD
(Fin) within four weeks of receipt, so that the proposals can be considered by the Categorisation
Committee within a4 to 6 week cycle.

19. In cases where ToT is being sought, the appropriate Production Agency (PA) would be
approved by the DAC based on the recommendations of the SCAPCHC. The PA could be sel ected
from any of the public/private firmsincluding ajoint venture company based on the inputsfrom



DDP and, if required, from DRDO.

20. In cases wherethetotal requirement of equipment / weapon systemis spread over two or
more plan periods, the AON will be processed for the entire quantity, clearly indicating the
guantities sought during various periods/stages. The AON once accorded will deem to be valid
for the subsequent procurements also, however, quantity vetting would be done at each stage.
AON would lapse for al cases where the RFP for approved quantity is not issued within two
years from accord of AON. In such cases, the SHQ would have to re-initiate the case and seek
fresh AON with duejustification for not processing the casein time. For caseswherethe original
RFP has been issued within two yearsfrom accord of AON and later retracted for any reason, the
AON would continue to remain valid, aslong asthe origina decision and categorization remain
unchanged, provided the subsequent RFPisissued within one year from the date of retraction of
original RFP.

Procur ement of Equipment Availableat Director General of Supplies& Disposal (DG
S& D) Rate Contracts

21.  After AON, for the procurement of common user equipment available at Director General
of Supplies & Disposal (DG S& D) rate contracts, has been accorded by DAC/DPB/SCAPCHC,
the Technical Managers would vet the Form 131 for technical parameters. Thereafter, approval
of CFA will be sought and orders will be placed directly, on the DG S&D approved source of
supply (Rate Contract Holders).

Procur ement of ProductsDeve oped by Army Base Wksps, Naval Dockyar dsand Air Force
Repair Depots

2la.  Productsdeveloped by Army Base Wksps, Naval Dockyardsand Air Force Repair Depots
for ‘in house' requirements can be procured by the Services from these agencies under ‘Buy
(Indian)’ category with the approval of SCAPCHC. Thetotal cost of proposed quantity of each
item required by Service HQ under this procurement will be within the delegated powers of the
Service HQ. The costing of such proposals will be vetted by the IFA with respective Service.
Service HQ can carry out user trialsfor the equipment without issue of RFP. Procurement of the
equipment will be done by the services by placing indents.

Offsets

22.  The offset clause would be applicable for al procurement proposals where indicative
cost is% 300 Croresor more and the schemes are categorized as‘ Buy (Global)’ involving outright
purchase from foreign / Indian vendors and ‘Buy and Make with Transfer of Technology’ i.e
Purchasefrom foreign vendor followed by Licensed Production. The procedure for implementing
the offsets provisionsis given at Appendix D to this chapter.

Solicitation of Offers

23.  Single Sage Two Bid System. Solicitation of offerswill be asper ‘ Single Stage—
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Two Bid System’. It will imply that a ‘Request for Proposal” would be issued soliciting the
technical and commercia offers together, but in two separate sealed envelopes. This system
safeguards against the possibility of the vendor increasing his commercial offer consequent to
development of asingle vendor situation after evaluation.

24.  Once the SQRs have been finalised, the sources of procurement of the weapon system/
stores shall be ascertained and short-listing of the prospective manufacturers/suppliers carried
out by the SHQ. The short-listed vendorswill be the Original Equipment Manufacturers (OEMs)/
Authorised Vendors/ Govt Sponsored Export Agencies (applicablein the case of countrieswhere
domestic laws do not permit direct export by OEMS). In casesinvolving TOT, the short-listing
of the vendors would take into account their ability to transfer requisite technology for license
production. Thelist of short-listed vendors may be supplemented by the Technical Managersin
Acquisition Wing for which, a databank will be maintained by them. Keeping the security and
other relevant aspectsin view, appropriate publicity may be given to the proposed procurement
with aview to generate maximum competition. In order to generate maximum vendor response
the following means would be adopted.

€) Vendor’s Identification through Internet. The generic requirements
of the services would be advertised on the MoD website. All vendors desirous of
responding to any of the listed proposals would be asked to send their request to the
concerned Technical Managers as per the format at Appendix E to this chapter, which
would also be placed on thewebsite. All therelevant detailslike thefinancial statusof the
company, product structure with specifications, annual report, past supplies/ contracts
be sought from the prospective vendors. On scrutiny of their response, they would be
included in the vendor database. This database would be product / system specific. The
vendor database may be shared with various Industry associations as deemed necessary.

(b) Case Specific Advertisement on the Internet. In addition to the method
indicated in sub para (a) above, when a case is being processed for seeking AON, the
statement of case would also include information regarding the procurement that can be
placed on the MoD website to generate larger vendor response. This aspect would be
debated by the SCAPCHC to recommend as to whether or not the information can be
placed on the MoD website. For cases which are recommended to be placed on the MoD
website the nature/ scope of theinformation would also be indicated, keeping the security
concernsof the servicesin mind. A draft format indicating nature/scope of information to
be provided in such cases is placed at Appendix E 1. After DAC/DPB/SCAPCHC
accords approval, the details would be placed on the MoD website by respective SHQ
and the vendors would respond to concerned Technical Manager as per the format at
Appendix E.

(c) Expression of Interest and advertisements through newspapers may be resorted
toin casethe measures adopted above do not generate enough responses from the vendors.

25. It iswell accepted that the market for state-of-the-art defence equipment and platforms
is circumscribed by denia regimes. In addition, national security concerns prevent operational
parameters of equipment required by defence services being made public. The procurement of
defence equipment on the basis of limited tenders, therefore, becomes imperative. Such RFPs
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would be processed by SHQs, after due consultation with al concerned agenciesincluding user,
procurement and maintenance directorates at SHQ and the Quality Assurance (QA) agency. In
cases where ToT is being sought, the nominated Production Agency (PA) would vet the RFP.
Inputs may be sought from DRDO on case to case basis. The RFPs would then be vetted by the
Acquisition Manager, Finance Manager and Technical Manager or their nominated representatives
in acollegiate manner, before submission to the Director General (Acquisition) for approval and
issue to al shortlisted vendors by Technical Manager. No addition to the vendors would be
allowed after issue of the RFP. However, it would be open for the Acquisition Wing in MaD to
procure‘ Commercially Off the Shelf’ (COTS) equipment, not available on DGS& D rate contract
(refer para 21), on the basis of open tenders.

25a.

Buy and Make (Indian).

() In cases categorized as ‘Buy and Make (Indian)’, RFP will be issued to only
Indian vendors, who are assessed to have requisite technical and financial capabilitiesto
undertake such projects.

(i) For selection of such cases, SHQ will prepare a Capability Definition Document
which outlines the requirement in operational terms and briefly describes the present
capabilities determined on the basis of the existing equipment, manpower etc. This
document should also indicate long term requirement in terms of numbers, time schedule,
immediate fund availability and the critical technol ogiesto be absorbed by Indian partner.
The critical technologieswill be identified in consultation with DRDO.

(i)  Capability Definition Document will be examined by the SCAPCHC before
identification of the project under ‘Buy and Make (Indian)’ category. DAC will decide
selection of a project under ‘Buy and Make (Indian)’ on the recommendation of the
SCAPCHC.

(iv)  The Capability Definition Document would be floated to Indian firms who are
known to have requisite technical and financia capabilities to undertake such projects.
These Indian firms will be short-listed on the basis of the responses to RFI and through
interaction with representatives of industry association by SHQ through HQ IDS.

(v) The Indian firms would be required to give a Detailed Project Proposal which
will outline the roadmap for devel opment and production of theitem either by themselves
or with the hel p of any production arrangement with foreign manufacturer. The production
arrangement must be clearly spelt out giving details of the workshare, ToT in range and
depth of the technology, and any other detail considered important/relevant. The Indian
partner should absorb the critical technologies, 50% of which will bein category | and I
asgiven at Para1(k) (i) and (ii) of Appendix L to Schedule | of DPP-2011.

(vi) The Detailed Project Proposal will be appraised by aProject Appraisal Committee
(PAC) consgtituted by the Acquisition Wing and those found acceptable will be short
listed by the committee. The PAC will verify the credentials of the foreign partner while
confirming acceptability of the JV/Production partner(s). The Committee will also firm
up technical requirementsfor inclusionin the RFP. The PAC will be headed by an officer
nominated by DDP with members from DRDO, SHQ and MoD (Fin). The PAC report
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will be approved by DG (Acq), on recommendations of Technical Manager. The PAC
Report, duly approved by DG (Acq), will be forwarded to SHQ. Thereafter, SHQ will
prepare and process the RFPfor issue by the Acquisition Wing. From this stage onwards,
the procedure described for ‘Buy and Make' category will apply.

(vii)  Incasesinvolving large quantities and where multiple technological solutionsare
acceptable, on approval of DAC/DPB, an option may be provided for procurement from
more than one vendor on the condition that other vendors accept the price and terms &
conditions quoted by the L1 vendor.

(viii)  Defence Production Board will monitor the implementation of projects taken up
under this category. A multi-disciplinary Project Monitoring Team (PMT) will also be
constituted by the Defence Production Board for each project to regularly monitor the
implementation, including aspects such as absorption of Transfer of Technology (ToT)
by the firm, work-share and indigenous content as per the agreed plan.

Request for Proposal (RFP). The RFP will be a self-contained document that

will enable vendorsto maketheir offer after consideration of full requirements of the acquisition.
A standardised RFP document is attached as Schedule | to Chapter |. Thiswill be applicable for
al acquisitions. It will generally consist of four parts as under: -

27.

@ Thefirst part elaborates the general requirement of the equipment, the numbers
required, the time frame for deliveries, the environmental parameters for functioning,
conditions of usage and maintenance, requirement for training, Engineering Support
Package (ESP), Offset obligations (if applicable) and warranty/guarantee conditions,
etc. It specifies the prescribed procedure and last date and time for submission of offers.

(b) The second part of the RFP incorporates the SQRs describing the technical
parametersof the proposed equipmentsin clear and unambiguousterms. In case equipment
is being procured for the first time and needs to be evaluated, the RFP includes the
requirement of field evaluation on a “No Cost No Commitment” (NCNC) basis.
Compliance of offers would be determined only on the parameters spelt out in the RFP.

(c) The third part of the RFP outlines the commercia aspects of the procurement,
including clear statements on Payment Terms, Performance-cum-Warranty Guarantees
& Serivces their on to be performed by the supplier. It also includes standard contract
terms along with special contractual conditions, if any.

(d) The fourth part of the RFP defines the criteria for evaluation and acceptance,
both in terms of technica and commercial contents. A format will be enclosed for
submission aong with commercial offer to facilitate preparation of Comparative Statement
of Tenders (CST) and identification of Lowest (L1) vendor. Submission of incomplete
format enclosed along with commercia offer will render the offer liable for rejection.

In cases where TOT is involved, the RFP would include the requirement for licence

production under TOT. The RFP should spell out the requirements of TOT in range and depth of
the technology required. These could cover technology for repair and overhaul, production from
Completely Knocked Down (CKD) /Semi Knocked Down (SKD) kits and production from raw
material and component level. Aspectsto beincluded in the RFP, in case production from SKD/
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CKD/Indigenous Manufacture (IM) Kitsisbased, aregiven at Appendix ‘L’ to the RFP Document
at Schedule I.

28.  ToT For Maintenancelnfrastructure. Theprovision of ToT toan Indian Public/ Private
entity, for providing Maintenance I nfrastructure, would be applicablefor ‘BUY (Global)’ category
cases, where equipment is being bought from foreign vendors. The decision to apply this clause
would be debated in the SCAPCHC meetings on a case to case basis and approved by DAC. In
such cases, the foreign vendor would have to transfer technology for maintenance to an Indian
entity which would be responsible for providing base repairs (third line) and the requisite spares
for the entire life cycle of the equipment. The Indian entity could be a company incorporated
under The CompaniesAct 1956, including DPSUs or entities like OFB / Army Base Workshops
/ Naval dockyards/ Base Repair Depots of Air Force. Thisentity would be nominated by DDPat
SCAPCHC stage and would be included in the recommendations of SCAPCHC as also in the
SoC submitted to DAC for seeking approval of AON. The RFP would spell out the specific
requirements of ToT for Maintenance I nfrastructure which could cover the production of certain
gpares, establishment of base repair facilities including testing facilities and the provision of
gpares for the entire life cycle of the equipment. Both the foreign vendor and the nominated
Indian entity would be jointly responsible for providing the maintenance facilities and support
for that equipment.

29.  The concept of maintenance for al types of equipment should normally be based on
estimation of the cost of life cycle product support of the equipment. Towards this end, for all
cases above % 100 Crores, the RFP should seek the cost of the Manufacturer’s Recommended
Listof Spares(MRLYS), Itemised Spare Parts Price List, optiona equipment, thelikely consumption
rate of the spares based on the exploitation pattern of the equipment. The RFP should aso
mention that the vendor would have to finalise the termsfor the life time product support in the
current contract only.

30. Normally, TOT will be negotiated along with the first procurement. However, there may
be occasions where it is not feasible to negotiate the TOT simultaneously. To cater to such
contingencies, the RFP should clearly indicate that Government reserves the right to negotiate
TOT terms subsequently and that the availability of TOT would be a pre-condition for any
further procurements. In such casesterms and conditions of obtaining TOT would beincludedin
subsequent RFP.

3L Consequent to issue of RFP, anumber of queriesrelating to the RFP may beraised by the
vendors. It should be ensured that all the queries are answered in an acceptable time frame so
that the vendors are able to submit their techno-commercial offers on due date. If necessary, a
pre-bid meeting of all the vendorsmay beinvited by the user directorate along with representatives
from Weapons Equipment Dte / ACNS (P&P) / ACS (Plans), Technical Managers and Finance
Managers. The clarifications should be given in writing to all the vendors by the Technical
Managers. However, it should be ensured that the parameters of RFP (SQRs) should not be
changed/ amended at this stage. Casesinvolving clarifications regarding the TOT aspects would
be dealt by the Production Agency in asimilar manner.

32.  The offersreceived should be opened on the notified date & time, by the members of a
committee chaired by the Technical Manager, in the presence of the bidders or their authorised
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representatives, as may choose to be present. The committee will open the envelope containing
the sealed technical and commercial offers. Thetechnical offer will be opened by the committee
and sent to SHQ for evaluation by a Technical Evaluation Committee (TEC) and the sealed
envelope containing the commercia bid will be sent to the Acquisition Manager, unopened.
Offers which do not conform to the prescribed procedure for submission of offers aslaid down
in Para 21 of the standardised RFP (Schedule 1) or which are received after the scheduled time
for submission of offers, and unsolicited offerswill not be entertained.

33. Extension of Time. Notwithstanding the above, situations may arise in which it may
be appropriate to extend the time allowed for submission of offers. The extension so granted
should not exceed aperiod of el ght weeksfrom the original date of submission of offers. Extension
of only four weeks could be given by the DG(Acq) and for further extension of four weeks, the
proposal with justification should be submitted to RM on file for approval.

Technical Evaluation Committee (TEC)

34. A TEC will be constituted by the SHQ for evaluation of the technical bids received in
response to RFPs, with reference to the QRs, under an officer from the SHQ. It will include,
apart from the representatives of the user service and maintenance agency, representatives of
QA. In addition, in cases where TOT isinvolved, TEC will also include representatives of PA
and DRDO, as deemed necessary. The TEC will examine the extent of variations/ differences, if
any, in the technical characteristics of the equipment offered by various vendors with reference
to the QRsand preparea’ Compliance Statement’ short listing the equipment for trials/ induction
into service, asapplicable. TEC will also examine compliance of vendorsto provisionsof RFPas
listed at Appendix B of the Schedule I. Non compliance of avendor to any of the provisionsin
this Annexure would lead to rejection of hisbid at this stage. Cases where ToT for maintenance
infrastructure to an Indian Public / Private firm is sought, the TEC will examine the joint
compliance of the OEM and the Indian entity for establishing the required maintenance
infrastructure aslaid down in the RFP. While preparing the compliance statement, the TEC will
ensure that the same equipment has not been offered by two or more vendors. In such an
eventuality, the equipment offered by the OEM will only be accepted. The TEC may invite the
vendors for technical presentations/ clarifications on technical issues.

35.  Atechnical offer, once submitted, should not be materially changed subsequently. However,
minor variations which do not affect the basic character/ profile of the offer may be acceptable.
The following must be ensured:-

@ An opportunity for the revision of minor technical details should be accorded to
all vendorsin an equal measure to ensure fair play.

(b No extratime to be given to any vendor to upgrade his product to make it SQR
compliant.

(c) No dilution of SQR is carried out.

(d) Theoriginal commercia quote submitted earlier must remain firm and fixed.
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36.  The Director General (Acquisition) will formally accept the report of the TEC on
recommendations of the Technical Managers. If at the TEC stage, only one vendor is found
complying to all the SQR parameters, then the RFP would be retracted on approval of the
Director General (Acquisition). A review of the acquisition scheme would also be carried out by
the TEC to derive the causes of such single vendor situation at TEC stage and details would be
brought out in its report. The RFP would be reissued with the approval of DG (Acq)/Vice
Chiefs of Service HeadquartersDG ICG, as the case may be, after taking suitable corrective
measures including reformulating SQRs.

Field Evaluation (Trials)

37.  Field Evauations (Trials) will be conducted by the User Service on the basis of trial
methodol ogy given in the RFP. The manufacturers of the short listed equipment shall be asked to
send the desired number of units of the equipment/weapon system to Indiafor Field Evaluation.
SHQwill formulatethe Trial Directivein conformity with thetrial methodology giveninthe RFP
and constitute the Trial Team. The tria directive must specify the fundamental points that need
to be addressed for validating the ‘ Essential’ parameters. The SQRs of the equipment would be
apart of the trial directive. Parameters not mentioned in the RFP should not be considered for
field evaluation. The validation of the support system and maintainability trials, integral to and
complimenting thetrial programme of the weapon system should be held simultaneoudly, wherever
feasible. Representatives of DRDO, QA agency may aso be part of the field evaluation, on as
required basis. A representative of the Acquisition Wing may aso participateinthefield evaluation
as an observer. After each stage of the trials, a debriefing of al the vendors would be carried in
acommon meeting (wherever feasible) asregardsthe performance of their equipment. Compliance
or otherwise, vis-a-visthe RFP parameters, would be specifically communicated to all the vendors
at thetria locationitsalf. It would also be ensured that al verbal communication with the vendors
isconfirmed in writing within aweek and all such correspondences are placed on filefor record.
Thefield evaluation shall be conducted by the user inall conditionswherethe equipment islikely
to be deployed, and a detailed Field Evaluation Report shall be drawn up and sent to SHQ for
preparation of Staff Evaluation.

37(d) The requirement of Field Evaluation TrialNCNC Trials will not be applicable for
procurement casesin respect of acquisition/construction of Ships, Submarines, Yard Craft, Tugs,
Ferry Craft and Barges, where there is no prototype available for conduct of NCNC Trials.
However, Technical Evaluation and Acceptance Trials for these will be carried out.

37(b) The tria team, for equipment being procured for more than one Service, will have
representatives of each Service for whom equipment is being procured. Such trial team will be
headed by representative from the Service nominated asthe lead Service. For trials of equipment
involving Transfer of Technology, representative of Production Agency may be included as an
‘associate member’.

38.  Thefield evaluation will normally be conducted on NCNC basis. There may be cases
where trials are not visualised or trials need to be conducted abroad in vendor premises. Where
field evaluationisnot feasible, there may be possibility of conducting eval uation through computer
simulation. In such cases, the exact scope of thetrials shall beincluded in the Statement of Case
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while seeking the AON. The SCAPCHC shall debate the scope of trials and recommend suitable
options to be approved by the DAC/DPB, as applicable. Similar actions as given in Para 37
would be taken in the cases where Trial Teams are deputed abroad for evaluation purposes.

39.  There may be cases when, during the process of trials in India, it emerges that certain
validations need to be carried out abroad in the vendor premises. Thismay be necessitated dueto
export restrictions, security related issues, availability of testing infrastructure/ platformsor such
like reasons. Approvals for such validations abroad would have to be taken on file from the
Raksha Mantri.

40. In certain conditions the Acquisition Wing, particularly in cases involving integration of
systemsor sensitive equipment, can depute a multi-disciplinary Technical Delegation abroad for
evauation and an Empowered Committee for negotiation purpose. Both could be combined as
aMulti-Disciplinary Committee. The Technical Delegation should have representatives, on need
basis, from the user service, DRDO, Maintenance agency, QA agency and the Technical Managers.
In addition, Acquisition Manager, and Finance Manager or thelir representativeswill beincluded
in the Empowered Committee. Such committee would be constituted after due approval of the
DPB.

41.  After the acceptance of TEC Report, all selected vendors would be asked to provide
their equipment for trials smultaneously in India (except when trials are to be conducted at
vendor’spremises). Any vendor failing to produce equipment for trials by due datewould normally
be given a grace period of 15 days to produce the equipment for trials. An additional grace
period of upto 30 days may be obtained by Service Headquarters from their respective Vice
Chief keeping in view the practical time period necessary for trials. Equal opportunity would be
provided to all vendorswhile granting such grace period. Wherever feasible, the entiretrialsviz.
user, technical, Maintainability Evaluation Trids (MET) and EMI/EMC would be conducted
simultaneously in order to savetime. If the equipment isnot evaluated intheinitia trialsthen the
vendor/ equipment would not be considered at a later point of time.

42.  All evaluations for confirmation/ validation of parameters should be completed and
accepted prior to commencement of the CNC. In caseswhere subsequent confirmation / validation
are merited, the same would be duly justified and recorded in the CNC minutes. Approval of
CFA would be sought specifically on such issues.

Saff Evaluation

43. Based on the field evaluation carried out as described in Para 37 onwards, the SHQ will
carry out astaff evaluation, which gives out the compliance of the demonstrated performance of
the equipment vis-a-vis the SQRs. The staff evaluation will analyse the field evaluation results
and shortlist the equipment recommended for introduction into service. The staff evaluation
report will be approved by the Service HQ and forwarded to the Acquisition Wing for acceptance.
The Technical Manager would receive the Staff Evaluation Report, and after due examination,
submit thereport to the Director General (Acquisition) with hisrecommendationsfor acceptance
or otherwise. In case no vendor meets the SQRs in the field eval uations then the case would be
foreclosed on approval of Director Genera (Acquisition) and afresh RFPissued after reformulating
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the SQRs. The result of technical trials and evaluation along with reasons for disqualification,
would also be intimated to vendors by the Technical Managers. Such intimation would be done
after acceptance of TEC/ Staff Evaluation/Technical Oversight Committee Report (whichever
applicable). However, approval of DG(A cquisition) would not be required on the Staff Evaluation
Report before the acquisition processisinitiated in Design & Development cases undertaken by
DRDO / Defence PSUS/OFB/ any other nominated agencies. In such cases, the SHQ on being
satisfied with thetrials of the equipment after D& D, will initiate the proposal for acquisition and
seek approval of DAC/DPB thereon. While doing so, approval may aso be taken on need for
limited validation trials or waiver of trias.

44, In casesinvolving TOT, if ajoint venture company has participated in the tender then the
company would qualify only if it has been able to absorb the technology as per the RFP
requirements (to be read in conjunction with Para 19).

Turnkey Projects

45.  There are cases where the project involves establishment of maintenance / overhauling
facilities or infrastructure for an equipment or Turnkey projects involving establishment of
communication facilitiesa ong with associated infrastructure at number of locationsin the country.
The scope of such projects is large and varied involving number of activities, hence thereis a
requirement of identifying asingle agency capable of completing the project on aTurnkey basis.
In this context apart from the vendors listed in Para 24, reputed integrators would also be
considered. Being aTurnkey Project, thetrialsarenot initially envisaged till establishment of the
Test Bed and henceit isessential to select the vendors with requisite capabilities prior to issuing
RFP. For such cases, a Detailed Project Report (DPR) would be worked out by the concerned
SHQ. It should lay down the detailed scope of work involved, bill of material, approximate cost
estimates and the time frame for project completion. This report should be placed before the
GSEPC for ratification. The DPR would be forwarded to the SCAPCC / SCAPCHC aong with
the Statement of Case while seeking the AON and categorisation. In certain complex cases, the
DPR may be outsourced by SHQ, thejustification of which may be giveninthe statement of case
for seeking the AON. Consequent to the AON, a committee would be formed comprising of
representatives of user directorate, maintenance directorate, DRDO, DDP, Def (Fin), Technica
Manager and any other agency as deemed necessary, for carrying out the selection of the
prospective vendors who would be issued the RFP. The sequence of procurement procedure in
such cases would be:-

@ Making of a Detailed Project Report.

(b Acceptance of Necessity.

(c) Selection of Vendors.

(d) Issue of RFP.

(e Technical Evaluations to shortlist the prospective vendors.
H Price Negotiations.



16

(9) CFA Approva and Contract conclusion.
(h) Establishment of Test Bed.

() Project Implementation.

Technical Oversight Committee (TOC)

46.  TOC provides expert oversight over the technical evaluation process. Defence Secretary
will constitute TOCs for selected acquisition proposals in excess of ¥ 300 Crores and any other
case recommended by the DPB. A TOC will comprise three members- one Service Officer, one
DRDO scientist and one representative of DPSU. Members nominated should have adequate
seniority and experience and should not be involved with that acquisition case. The TOC will be
tasked to see whether the trials, trial evaluations, compliance to QRs and selection of vendors
were done according to prescribed procedures. Mandate of TOC would aso include providing
oversight on the adopted trial methodology during trialsvis-a-vistrial methodology givenin the
RFP and the tria directive. The committee will have to give its ruling, based on a majority
decision, within 30 days which shall not be extended on any ground. Technical Managers of the
Acquisition Wing will provide the secretarial support to the TOC and ensure availability of all
inputs from DDP/Acquisition Wing, Defence Finance and SHQ to the TOC. The Technical
Manager will clarify any queries raised by the TOC. The TOC Report will be submitted to the
Defence Secretary for acceptance.

Contract Negotiation Committee (CNC)

47.  Theprocess of commercial negotiationswill commence, wherever necessary, after Staff
Evaluation Report has been accepted by the Director Genera (Acquisition) and the TOC Report
has been accepted by the Defence Secretary, as applicable. The standard composition of the
CNC shall be asindicated at Appendix B to this procedure. Any change in the composition of
the CNC may be effected with the approval of Director General (Acquisition). Where considered
necessary, a Service officer or any officer other than from the Acquisition Wing of the MoD may
be nominated as Chairman of the CNC with the prior approval of RakshaMantri. The concerned
organisations/ agencies should ensure that their representatives in the CNC have adequate
background and authority to take a decision without any need to refer back to their organisation/
agency. The CNC would carry out all processesfrom opening of commercial bidstill conclusion
of contract. The sealed commercial offers of thetechnically accepted vendors shall be opened by
the CNC at a predetermined date and time under intimation to vendors, permitting such vendors
or their authorised representatives to be present. The bids of the competing firms shall be read
out to al present and signed by all members of the CNC.

48. It would be desirable to negotiate the licence production contract along with the contract
for the finished product. In cases where thisis not feasible, the purchase contract should include
a clause wherein the vendor agrees to negotiate the licence contract at a subsequent date, thus
obtaining acommitment from the vendor to part withthe ToT. In cases, where ToT for Maintenance
Infrastructure is being sought, the maintenance contract involving the OEM and the industry
receiving the technology would also be negotiated along with the main contract.
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49.  The processwould start with preparation of a‘Compliance Statement’ incorporating the
commercia termsoffered in the RFPand that sought by the vendor(s), analysis of the discordance
and the impact of the same. A similar statement would be prepared in regard to deviations
noticed in the delivery schedules, performance-cum-warranty, guarantee provisions, acceptance
criteria, Engineering Support Package (ESP), etc. Comprehensive analysis of the commercial
offer would form the basis for subsequent decisions.

50.  The CNC would prepare a Comparative Statement of Tenders (CST) with a view to
evaluate thetechnically acceptable offers and determine thelowest acceptable offer (L1 Vendor).

51. In multi vendor cases, on opening of commercial offers, once L1 vendor is identified,
the contract should be concluded with him and normally there would be no need for any further
price negotiations. However, it is important that the reasonability of the prices being accepted
for award of contract should be established. Inall cases, CNC should establish abenchmark and
reasonableness of price in an internal meeting before opening the commercia offer. Once the
commercial offers are opened and the price of the vendor is found to be within the benchmark
fixed in the internal meeting, there should be no need to carry out any further price negotiations.
The RFP in such multi vendor cases, should clearly lay down that no negotiations would be
carried with the L1 vendor once the reasonability of the price quoted by him is established.
Aspects of advance and stage payments (where applicable) should also be given upfront in the
RFP so that it facilitates selection of L1 vendor.

51(a) Incaseitisfound that the lowest tenderer (L1) is not able to supply the entire quantity
within the prescribed time-frame, the CNC will have the right to divide the quantity amongst
other qualified tenderers(L2, L3....... inthat order), on the condition that other tenderers accept
the price and terms & conditions quoted by the lowest tenderer. In cases, whereit isdecided in
advance to have more than one source of supply, ratio of splitting the supply would be pre
disclosed in the RFP.

52. Casesfor which contracts have earlier been signed and benchmark pricesare available the
CNC would arrive at the reasonable price, taking into consideration the escalation/foreign
exchange variation factor. The endeavor should be to conclude the CNC early so that the
operational / urgent requirement of the indenting Service is met in atime-bound manner.

53.  For certain category of items, where orders have been placed in the past or involves
invoking of the Option Clause, there could be downtrend of prices since the last contract. It
would thus be necessary for the CNC to verify that there has been no downward trend since the
last purchase and this would have to be kept in mind while arriving at the prices.

54.  To ensure product support during the assured life cycle of the product, the CNC would
finalise the following with the L1 vendor:-

@ Assured supply of information on product / technological improvement,
modifications and upgrades.

(b Obsol escence management and life time purchases.

(c) Anillustrated spares price catalogue with base price and pricing mechanism for
long term.
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55.  Fall Clause. Anundertakingwould be sought from the bidder that he has not supplied/
isnot supplying thesimilar systemsor subsystemsat apricelower than that offered in the present
bid in respect of any other Ministry/Department of the Government of India and if the similar
system has been supplied at alower price then the details regarding the cost, time of supply and
guantities should be included in the commercial offer. If it isfound at any stage that the similar
system or sub-system was supplied by the Bidder to any other Ministry/Department of the
Government of Indiaat alower price, then that very price with due allowance for quantities and
intervening time period would be applicable to the present case and the difference in the cost
would be refunded by the Bidder to the Buyer, if the contract has already been concluded.

55(a) Return of Commercial Offers. Situations would arise when the validity of the
commercial offers submitted by vendors expire before acceptance of staff evaluation report. In
such cases, vendors would be given an option to either extend the validity of the commercia
offer for a specified period (the period to be decided in consultation with SHQ) or to submit
fresh commercial proposals. For caseswhere vendorswant to submit fresh commercial proposal,
their old proposals would be returned unopened to them by the Acquisition Managers. However,
for the cases where the RFP is retracted after submission of the bids or a vendor is rejected at
TEC/Trid/Staff Evaluation Stage or avendor unilaterally withdrawsfrom the acquisition process,
their commercial offers would be returned unopened to them by the Technical Managers.

Approval of Competent Financial Authority

56.  The CNC should document the sel ection of vendor using aformal written recommendation
report addressed to the relevant approval authority. The report must be completein all respects
and should be checked by the members of the CNC. It should comprehensively elaborate the
method of evaluation and the rational e for the selection made. All CNC members should sign the
recommendation report, intheinterest of probity and accountability, as evidencethat they concur
with the process adopted and the ultimate selection made. Any dissenting view, including the
reasons for the same, should aso be documented.

57. For DRDO schemes, the task of the CNC would be limited to firming up the scope,
identifying milestones and the likely cash outgo based on costs estimated by Additional Financial
Advisor (Addl FA) DRDO.

58. The report of the CNC should include: -
@ A brief background to the requirement.
(b Composition of the CNC.

(c) An explanation of the commercial evaluation process, selection criteria and
commercial evaluation matrices, if used.

(d) Brief description of different phases of the commercial negotiation process.
(e) A summary of the recommendations.

59.  The CNC Report, along with the summary of recommendations, would be processed by
the Director / Acquisition Manager at their level, asapplicable, for obtaining expenditure clearance
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and CFA approval.

Sandard Contract Document

60.  The Standard Contract Document at Chapter V indicatesthe general conditionsof contract
that would be the guideline for all acquisitions. The date of signing of the contract would be the
effective date of contract for all acquisitions. The draft contract would be prepared as per these
guidelines. However, for single vendor procurements, if thereisasituation where Govt. of India
has entered into agreements with that vendor / country regarding specific contractual clauses,
then the terms and conditions of such agreements would supersede the corresponding standard
clauses of DPP 2011. Consequent to the approval of the CFA, the contract would be signed by
the concerned Acquisition Manager/ Director (Procurement) in the Acquisition Wing.

I ntegrity Pact

61.  An‘Integrity Pact’ would be signed between government department and the biddersfor
all procurement schemes over Rs 100 Crores. The Integrity Pact would be a binding agreement
between the government department and bidders for specific contractsin which the government
promises that it will not accept bribes during the procurement process and bidders promise that
they will not offer bribes. The Pre Contract Integrity Pact document is placed as Annexure | to
the Appendix ‘H’ of Schedule | (RFP format).

Post Contract Monitoring

62.  While responsibility for contract administration and management would be that of the
SHQ concerned, post-contract monitoring would be conducted by the Acquisition Wing.
Depending on the degree of complexity of aproject, the reviewswill be carried out as elucidated
below:-

€) Simple Projects. Projectsinvolving onetime off the shelf buys, without any
design and devel opment, shall bereviewed by theAcquisition Manager / equivaent service
officer in the SHQ.

(b) Complex Projects.  Projectswhich require design, development and testing in
consultation with the users, with likely TOT, and have enlarged scope in terms of basic
complexities, depth of design and development, and consideration of alarge number of
participants, would be reviewed by a steering committee headed by Director General
(Acquisition) in the MaoD or Principal Staff Officer at SHQ, with members from MaD,
MoD (Fin), DRDO, DDP and SHQ. In such cases, the Acquisition Wing will submit
quarterly Contract Implementation Reports (CIR) to the DPB.

Equipment Induction Cells (EICs)

63. ElICswill beraised for mgor projects on a case-to-case basisin SHQ at the discretion of
SHQ. The EICs will deal with the induction of major equipment and help in planning the
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requirement of facilitiesessential for the serviceability and maintainability aspect of that acquisition.
The EICs will help the Defence Procurement Board to move towards Life Cycle Cost Concept.

Subsequent Procurement of Already Contracted Equipment

64.  Forequipment/ systems/ platformsaready inducted into service, it may be necessary to
go back to the OEMsfor placing repeat orders. In such casesit may be ensured that the SQRs of
the equipment are as per the previous order. All such cases would not be construed as single
vendor cases. In such cases, after seeking AON, a commercial RFP would be issued to the
vendor, for quantity not exceeding 100% of the previous order. Specific approval of DAC/DPB,
asthe case may be, would be obtained for Repeat Order of quantity exceeding 100% of previous
order. Such restriction in Repeat Order would not be applicable for cases categorized as "Buy
and Make'/ "Make' /"'Design & Development’ cases other than "Make' category. Repeat order
cases may fall under any of the following categories: -

@ Additional Quantities. Thismay be necessitated to make up for deficiency
in the existing scaling or to cater for the requirements due to new raisings / WWR /
sector stores.

(b Replacement Equipment. This may be necessitated due to equipment
declared ‘ Beyond Economical Repairs (BER) or damages or lossto the earlier equipment
by way of accidents/ natural calamities or such like reasons.

(c) Magjor-assemblies/ sub-assemblies/ Special Maintenance Tools (SMT) / Specid
Test Equipment (STE) / maintenance/ integration of Buyer Furnished Equipment (BFE).

(d) Sparesfor All L evels of Maintenance. It must, however, be ensured that
when spares etc are procured from OEMs of sub-assemblies, the assurances/ warranties
extended by the OEM for the main equipment retain their validity.

65.  Repeat order cases, where equipment hasalready been inducted into service and thereafter
it involves change in SQRs / modifications of minor nature / upgrades of assemblies or
subassemblies, would have to be debated in the SCAPCHC meetings while seeking the AON.
The SCAPCHC would recommend either issuing a commercial RFP with validation of
modifications/ upgrades or issuing of afresh techno commercial RFP on a multi vendor basis.
Thiswould be approved by DAC/DPB while according the AON.

66. For repeat orders to be placed on OFB for Capital items included in the AAP, the
Acquisition Manager will place indents on OFB.

67. If repeat order is to be placed for equipment/system which have been indigenously
developed or for which TOT has been obtained earlier by a DPSU/OFB, it would not be treated
asa‘singlevendor’ case and only Commercial RFPwould beissued. It will however be checked
prior to placing further orders that the technology absorption levels agreed to while concluding
TOT contract have been achieved.

68. If equipment proposed to be procured has aready been procured by asister service after
following due process, then such cases would be treated as repeat order and provisions of Para
64 to 67 would apply.
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Single Vendor Situation

69. If certain state-of-the-art equipment being manufactured by only one vendor is to be
procured to get qualitative edge over our adversary, then such case should be debated by the
DAC after proper technology scan is carried out by HQ IDS in consultation with the DRDO.

70. Cases Not Falling under Single Vendor Situation.

@ Casesinwhich bids had been submitted by more than one bidder in acompetitive
manner, and the Staff Eval uation after trials shortlistsonly one equipment for introduction
into service, would not be considered asasingle vendor situation, asthe techno-commercial
offerswould have been received before trials and the commercial bids were competitive
in nature. Bidders had submitted their offersin an open competition and were not aware
of any single bidder getting approved after thetrials.

(b Cases which are being undertaken by DRDO/ Defence PSUs/ OFB and RURS,
as a design and development projects, would not fall in the category of Single Vendor
cases. However, approval of DAC for carrying out the design and devel opment need to
be sought prior to commencing the design and development process.

(© If DPSU/ OFB signs a MOU with a foreign firm for co-production / ToT /
procurement of equipment to be offered to services with approval of DAC then such
procurements, at a later point of time, would not be considered single vendor cases
requiring approval of DAC again. Alternatively, if the DPSU/OFB signsaMOU without
the approval of the DAC then it would have to compete in a competitive manner for the
said procurement.

Inter Government Agreement

71.  Theremay be occasionswhen procurementswould haveto be donefromfriendly foreign
countries which may be necessitated due to geo-strategic advantages that are likely to accrue to
our country. Such procurementswould not classically follow the Standard Procurement Procedure
and the Standard Contract Document but would be based on mutually agreed provisions by the
Governments of both the countries. Such procurements will be done based on an Inter
Governmental Agreement after clearance from CFA. The following cases would fall under the
preview of thisprovision:-

@ There are occasions when equipment of proven technology and capabilities
belonging to afriendly foreign country isidentified by our Armed Forceswhile participating
injoint international exercises. Such equipment can be procured from that country which
may provide the same, ex their stocks or by using Standard Contracting Procedure as
existing in that country. In case of multiple choices, a delegation may be deputed to
select the one, which best meets the operational requirements.

(b There may be cases where a very large value weapon system / platform, which
was in service in a friendly foreign country, is available for transfer or sale. Such
procurements would normally be at a much lesser cost than the cost of the original
platform/ weapon system mainly dueto its present condition. In such cases, acomposite
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delegation would be deputed to ascertain its acceptability in its present condition. The
cost of itsacquisition and itsrepairs/ modifications would be negotiated based on Inter-
Governmental Agreement.

(c) In certain cases, there may be arequirement of procuring a specific state of the
art equipment/platform, however, the Government of the OEM’s country might have
imposed restriction on its sale and thus the equipment can not be evaluated on *No Cost
No Commitment’ basis. Such equipment may be obtained on lease for a specific period
by signing an Inter-Governmental Agreement before adecisionistaken for its purchase.

72. In cases of large value acquisition, especialy that requiring product support over along
period of time, it may be advisable to enter into a separate Inter Government Agreement (if not
already covered under an umbrella agreement covering all cases) with the Govt of the country
from which the equipment is proposed to be procured after the requisite inter ministerial
consultation. Such an Inter Governmental Agreement is expected to safeguard the interests of
the Govt of Indiaand should a so providefor assistance of theforeign Govt in case the contract(s)
runs into an unforeseen problem.

Procedurefor Procurement on Strategic Consider ations

73. In certain acquisition cases, imperatives of strategic partnerships or major
diplomatic,political, economic, technological or military benefits deriving from a particular
procurement may bethe principal factor determining the choice of aspecific platform or equipment
onasinglevendor basis. These considerationsmay al so dictate the sel ection of particul ar equipment
offered by a vendor not necessarily the lowest bidder (L1). Decisions on al such acquisitions
would be taken by the Cabinet Committee on Security (CCS) on the recommendations of the
DPB.

Processing of Procurement Cases

74. In order to cut down the delays in procurement of equipment and ensure that the
procurement system is more responsive to the needs of the Armed Forces, the following steps
need to be taken: -

€) Broad time frame for completion of different procurement activities, given at
Appendix C, should be adhered to. Mgor deviations from this time frame should be
brought to the notice of the DPB, for necessary corrective measures.

(b) Once the statement of case is forwarded by SHQ to MoD, consolidated
observationd clarifications sought upto and including theleve of JS/Acquisition Manager
in the MoD and MoD (Fin) should be clarified in an across the table discussion, and
minutes of the same recorded on file. All efforts should be directed towards avoiding
multi-layered examination of proposalsin MoD (Acquisition Wing), and decisions should
betaken by Acquisition Managers/Finance Managers/Technical Managersinacollegiate
manner.

(c) A defence procurement network, electronically connecting all agenciesinvolved
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in defence procurement, to build up a data base and information system, should be set
up.

Deviations from DPP-2011

75.  Any deviation from the prescribed procedure will be put up to Raksha Mantri through
DPB for approval.

Review

76. Reviews of the procurement procedure would be undertaken by the DPB after every two
years.

CONCLUSION

77.  This procedure would be in supersession of Defence Procurement Procedure 2008 and
subsequent amendmentsin 2009. DPP-2011 will comeinto effect from 01 Jan 2011. Thereare,
however, caseswhich would be under various stages of processing in accordance with provision
of DPP-2008 at the time of commencement of DPP-2011. The processing of these casesdone
under the earlier procedure will be deemed to bevalid. Only those casesin which RFPisissued
after 01 Jan 2011, will be processed as per DPP-2011.
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SECURITY CLASSIFICATION

Appendix A
(Refers to Para 18 of Chapter I)

BRIEF OF PROPOSAL BEING CONSIDERED BY DEFENCE

ACQUISITON COUNCIL/DEFENCE PROCUREMENT BOARD FOR

CATEGORISATION AND ACCORD OF AON

NAME OF PROPOSAL -

SERVICE

CATEGORISATION STATUS -

(a) SCAPCC -
(b) SCAPCHC -
() DAC/DPB -

REFERENCE NO ALLOCATED - (To be entered by HQ IDS)

(a) SCAPCC -
() SCAPCHC -
() DAC/DPB -

BRIEF OF PROPOSAL

1. | ntroduction.

2. Proposal. (Generic in nature and desired capability indicators)

(@
(b)
(©)
(d)

(€)

Mission Needs.
How Mission Currently Undertaken.
Deficiency in Capability Observed which Needs Rectification.

Whether Changes in Doctrine/Tactics Cannot Overcome the Void without a
Material Solution?

Material Solution Proposed with Time Frame and Linkage to LTIPP.

SECURITY CLASSFICATION
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SECURITY CLASSFICATION

0] What is the capability being sought to be inducted?

(i) What additional capability isbeing generated? How does this mesh with thelong
term capability requirements?

(i) Isthere any other associated induction required subsequently to make the
equipment operational ?

(iv)  Whichequipment isbeing phased out / replaced?What will bethelife cycleof the
new equipment?

Detailed Justification. (The following aspects to be included, where applicable):-
@ Details of Equipment/Proposal.
(b Operational Role and Necessity.

(c) Quantity Required (This should be vetted by Def (Fin) prior to SCAPCHC
meeting).

0] How have the quantities required been worked out? What are the details
of quantities required for operational units, training and WWR? What are the
details on the scaling of the item?

(i) In case of phased induction of equipment, what are the exact quantities
sought during various plan periods/ stages?

(d) Whether Technology is state-of-the-art and ToT considered?

0] In cases where transfer of technology is being sought, which is the
production agency identified by DDP for the same? What are the capabilities of
absorption of ToT / manufacture as per requirements?

(e Whether Item is scaled /not scaled. If scaled, quote Authority.
H Maintenance Aspects.

0] How is the Engineering / Maintenance support catered for the full life
cycle of the equipment?

(i) IsaToT proposed for providing Maintenance Infrastructure to an Indian
firm?1f so, are Indian entities identified based on inputs from DDP?

SECURITY CLASSFICATION
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SECURITY CLASSFICATION

(9 Details of GSQR/JSQR. (in case GSQR/JNR is not formalized, major
essential capabilities required and whether a development program has been initiated
with DRDO/Industry and its current status). A copy of the GSQR.

() In all cases essential capability and corresponding minimum verifiable
functional characteristicsin a tabulated form be provided.

(i) For all repeat order cases of equipment already inducted into service, are
thereany changesin SQR, modificationsof minor nature or upgradesof assemblies/
sub assembliesinvolved? Would this need a Commercial RFP with validation of
modifications/ upgrades, or issuing of afresh techno commercial RFP of amulti
vendor basis?

(@ii)  Inall cases details of essential verifiable functional characteristics vis-
a-vistechnical parameter of the equipment available in the world market, in as
much details as possible in a tabulated form be provided.

(h) Whether Proposal isfor Replacement/Upgrade/New Induction making up WWR
Deficiency?

()] Trials. In cases where trials are not envisaged, are envisaged outside India, or
through simulation, what is the exact scope for the same?

(k) Time Schedulefor induction (To givefull detailsof induction/delivery schedules).
0] Commonality and Interoperability Aspects with other Services.

(m) Manpower. What is the effect of the induction on manpower requirements?
How would the surplus/ deficiencies be adjusted?

(n) Turnkey Projects. For all magor Turnkey Projects, has a Detailed Project
Report been prepared / attached by Service HQ laying down detailed scope of work
involved, bill of material, cost estimates and time frames for project completion ?

(0) Single Vendor. In case of a Single Vendor Clearance, which is the vendor and
what isthe detailed justification for the single vendor option?

(p) Timeline for Procurement. Are there likely to be deviations to the timelines
given at Appendix C to Chapter 1 of DPP? If so, deviations and week-wise targets to be
proposed by SHQ with justification (Format of proposed timeline is given at Annexure
to this Appendix).

Financial Aspects. (To include cost of proposal and recurring expenditure, if any

and the basis of cost estimation and the Base year for which the cost is indicated).

5.

Annual Acquisition Plan/Budgetary Provisions.
@ Whether the proposal isincluded in the AAP (include AAP Ser No).

(b) Availability of necessary budgetary provision for the current year cash outgo.

SECURITY CLASSFICATION
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SECURITY CLASSFICATION

(c) In case the project involves cash outgo over one year, confirmation regarding
inclusion of budgetary requirements for future years in the five year plan period to be
given.

Recommended M ode/Source of Acquisition.

@ (Buy*Global’,Buy*Indian’, Buy & Make, Buy & Make' Indian’ and Makewithjustification).
(b) Justification for Procurement from a Single Vendor (If applicable).

Comments of HQ DRDO.

@ (To develop and productionise items and certify lack of capability to meet the
needs if above not feasible).

(b Offset Clause (Proposals< 300 Crs & above). (Recommendation as to the offset
amount / percentage or any other comment).

Comments of DDP.

@ (To specify capability to manufacture and supply, provide product support, time
frame and approximate costs jointly with the R&D and the resources available to the
industry. Also certify if such capability does not exist).

(b Offset Clause (Proposals* 300 Crs & above) (Recommendation as to the offset
amount / percentage or any other comment).

Comments of DoD. (To recommend the quantities to be procured

along with other comments).

Comments of MoD (Fin).

Fina Comments of Service HQ Based on inputs of DRDO and DDP.

Details to be mentioned by HQ IDS

12.

Comments of HQ IDS. (The issues of commonality and interoperability will be duly

commented upon).

13.
14.
15.
16.

Recommendation of SCAPCC including Reference No Allotted.
Recommendation of SCAPHC including Reference No Allotted.
Decision of DAC/DPB and Reference No alotted.
Recommendation for Offset Clause Implementation (if applicable).

SECURITY CLASSFICATION
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Annexure

(Refer Para 3(p) of Appendix A)

PROPOSED TIMELINE FOR PROCUREMENT

Ser | Sageof TimeLineasper TimeLineasper | Proposed | Remarkd
No. | Procurement DPP-2011 DPP-2011 (Cumulativg TimeLine| Reason for
(in wesks) Time- in weeks) vaiaion

Acceptance of Necessity -- To
Initiation of draft RFP
for collegiate vetting a& MoD 04 Tot+04

3 | Issueof RFP 04 To+08

4 | Pre Bid Meeting 06 Tot+14

5 | Dispatch of Pre Bid reply 03 To+17

6 | Receipt of Responses 03 Tot+20

7 | Completion of TEC Report 12 To+32

8 | Acceptance of TEC Report 4 Tot+36

9 | Completion of Technical Offset 04-08* To+36*
Evaluation Committee Report | (*concurrent activity) | (*concurrent activity)

10 | Acceptance of Technical Offset 04* To+36*
Evaluation Committee Report | (*concurrent activity) | (*concurrent activity)

11 | Completion of Field 20-45 To+56 - To+81
Evaluation (Trias)

12 | Completion of Staff Evaluation o4 To+60 - To+85

13 | Acceptance of Trids/Staff o4 To+64 - To+89
Evaluation Report

14 | Acceptance of TOC 04 To+68 - To+93
Report (If applicable)

15 | (i) Findisation of CNC (i) Multi (i) Multivendor -
Report -vendor -06 To+74 - To+99
(i) Finalisation of Offset (i) Resultant | (ii) Resultant Single
Contract Sngle Vendor 18-26| Vedor To+86 - To+119

16 | Obtaining of CFA - 04-16 (i) Multivendor
MoD / MoF / CCS approval -To+78 - To+115

(i) Resultant Single
Vador Tot90- To+lH
17 | Signing of Main Contract & 02 (1) Multi-vendor

Signing of Offset Contract

-To+80 - Tot+117
(i) Resultant Single
Vendor Tot92-Tot+137
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Appendix - Al
(Refers to Para 18 of Chapter - )

Government of India
Ministry of Defence
(Acquisition Wing Secretariat)

Dated 28th July, 2008

OFFICE ORDER No. 413/Dir(Acq)/07

Subject: Delegation of Financia Power to Defence Secretary for sanction of schemes/
projects/acquisition of non-scaled and new items under Capital budget.

*k*k*%k

In pursuance to the decision taken by the Defence Acquisition Council (DAC) under the
Chairmanship of Raksha Mantri in its meeting held on 9th July, 2008, the revised Financial
Power of Defence Secretary for sanction of schemes/projects/acquisition of non-scaled and new
items from indigenous and foreign sources under Capital budget, will be above Rs. 50 crore and
upto Rs. 75 crore. These orders will supercede all the existing orders/instructions on the above
subject.

2. All caseswill be submitted to Defence Secretary for financial approval accordingly with
immediate effect.

3. These powers will be exercised in consultation with FA(DS).

4. This has the concurrence of MoD(Fin.) vide their ID N0.3114 /FA(DS) dated 23 July,
2008.

(GS. Arora)
Under Secretary(Acq)

To:

CISC/VCOASN CASVCNS
Addl. FA(A)/JIS(E)/JIS(G/AIN/IS(OIN)
All JS& AMSFMSTMs

CGDA

DGADS



Copy to:-

PSto RM

PS to RRM

PS to RURM

SO to Defence Secretary
PS to Secretary (DP)

PS to Secretary (R&D)
PS to SS(R)

FA(DS)

FA(AcQ)

30
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No0.470/Dir(Acq)/07
Government of India
Ministry of Defence
New Delhi

Dated 28th July, 2008

To:

The Chief of Army Staff

The Chief of Naval Staff

The Chief of the Air Staff

Chief of Integrated Staff Committee

DELEGATION OF FINANCIAL POWERS FOR CAPITAL EXPENDITURE

Sir,

In pursuance to the decision taken by the Defence Acquisition Council (DAC) under the
Chairmanship of RakshaMantri inits meeting held on Sth July, 2008, | am directed to convey the
sanction of the President to the enhancement of delegation of financial powers of the Vice chief
of Army Staff/Vice Chief of Naval Staff/Deputy Chief of Air Staff/CISC from Rs.30 crores to
Rs.50 croresfor sanctioning capital acquisition schemesfor procurement of equipment and stores.
These powers will be exercised with the concurrence of the integrated Financial Advisers.

2. In respect of casesof Coast Guard the del egation of financial powersto DG Coast Guard
will remain Rs.10 crores.

3. The guidelines given in Government Order issued vide MoD Order No.470/Dir (Acq)/
07 dt. 12th September, 2007 and 5th December, 2007 would continue to be followed in respect
of delegation of financial powers to Service Headquarters/CISC/ DG Coast Guard.

4. This has the concurrence of MoD(Fin.) vide their ID No0.3114 /FA(DS) dated 23 July,
2008.

Yoursfaithfully,

(K K. Kirty)
Director (Acquisition)
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Copy to:

CGDA -20 copies (including an ink signed copy) for circulation
DGADS -5 copies

SO to Defence Secretary

PSto Financial Adviser(Defence Services)

PS to Secretary(Defence Production)

PSsto SA to RM, SS(R), DG(Acq), FA(Acg), AS(N), AS(DP)
All Joint Secretariesin the MoD

All addl FAs & JSin MoD(Fin)

All IS& AMs, FMs, TMs,

All IFAsin the Service HQrs

ADG(WE), ACNS(P&P), ACAS(Plans)



To:
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F. No.470/Dir(Acq)/07
Government of India
Ministry of Defence

New Delhi

Dated 12th September, 2007

The Chief of Army Staff

The Chief of Naval Staff

The Chief of the Air Staff

Chief of Integrated Staff Committee

DELEGATION OF FINANCIAL POWERS FOR CAPITAL EXPENDITURE

Sir,

2.
proced

| am directed to refer to the following letters of the Ministry of Defence
) A/89591/FP-1/1974/2006/D(GS-1) dated 26 July 2006

(b) PL/3221/NHQ/486-S/2006/D(N-1V) dated 19 July 2006 as amended vide
Corrigendum No.PL/3221/NHQ/486-S2006/D(N-1V) dated 25 July 2006

(©  Air HQ/95378/1/Fin P/2431/US(RC)/Air-11/06 dated 14 July 2006, Air  HQ/
95378/1/Fin P/2520/US(RC)/Air-11/06 dated 20 July 2006, And Corrigendum No. air
HQ/96378/1/Fin P/2321/SO(S)/air-11/06 dated 18 October 2006.

(d) FP/20135/HQID S/2350/2006/D(GS-1) dated 8 September 2006 regarding
delegation of financial powers to various authorities in the Services for revenue and
capital expenditure and to convey the sanction of President to enhancement of powers of
the Vice chief of Army Staff/Vice Chief of Naval Staff/Deputy Chief of Air Staff/CISC
from Rs.10 crores to Rs.30 crores for sanctioning capital acquisition schemes for
procurement of equipment and stores. These powerswill be exercised with the concurrence
of theintegrated Financial Advisers. Therelevant scheduleswill be deemed to have been
amended accordingly. All provisions of MoD Finance letters No. Misc/ Addl.FA(M)/06
dated 26.7.2006 and 16.1.2007 would continue to be followed except as amended by
this letter.

| am also directed to convey the sanction of the President to the following changein the
ure with immediate effect:

€) SCAPCHC will be competent to grant Acceptance of Necessity (AON),
categorisation and Quality Vetting in respect of procurement proposals up to the delegated
powers of the Services HQrs, provided such proposals are included in the Five Year
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Plan. Any change there from would need the approval of the DPB.
(b Participation of Adviser (Cost) would be on actual requirement basis.

(c) The Chairman of the CNC in the Services, to be nominated by the CFA, will not
be below the level of Brigadier/equivalent rank. The level of the Finance and other
members of the CNC will be decided by the IFA and other agencies concerned.

(d)  Where the CNC is attended by Jt.IFA/Dy.IFA or any other representative of
Integrated Finance, the recommendations of the CNC will be sent for approva with the
concurrence of the IFA.

3. It is also clarified that procurement proposals of items upto Rs.30 crores which have
been approved on the basis of estimated prices as part of the procurement proposal of a main
weapon system/platform will be negotiated by CNCs under the delegated powers and provided
the cost iswithin the ceiling limit approved for theitem(s) no fresh CFA approval will berequired.
Acceptance of CNC recommendations and expenditure clearance in such cases will be done by
the CFA under the delegated powers. The linkage to the main proposal should be brought to the
notice of the CFA under delegated powers.

4, Theexerciseof thefinancia powersisa so subject to availability of fundsin the sanctioned
budgetary allotment under the relevant Budget Head.

5. The delegated powers also include procurement from foreign sources provided full rupee
backing for the amount is available. Separate approval for release of FFE will not be required
and release of FFE will only be noted by the respective Financial Planning Directorates after
expenditure angle approval for the purchase has been given by the CFA.

6. Directorates of Financial Planning will keep arecord of expendituresincurred under the
delegated powers. Financial Planning division of HQIDSwill bethe nodal agency for compiling
dataof thethree Services. HQIDS as nodal agency will submit the monthly expenditure report to
FA(ACQ)&AS.

7. All provisions of DPP 2006 not affected by the decisions mentioned above and other
orders/instructions/procedures concerning capital procurement will continue to be applicable to
procurements under the delegated powers.

8. A flow chart highlighting the various stages of the Acquisition process indicating the
concomitant responsibility in respect of Service HQrs. for exercising delegated powersis aso
enclosed.

9. The procedure set out in this letter will apply to all pending procurement proposals that
have not already been approved by the DPB/DAC.

10. Thisissueswith the concurrence MoD(Fin) vide D No. 1310/FM (L S/07 dated 3.8.2007.
Yoursfaithfully,

(K. K. Kirty)
Director (Acquisition)
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Copy to:

CGDA -20 copies (including an ink signed copy) for circulation
DGADS -5 copies

SO to Defence Secretary

PSto Financial Adviser(Defence Services)

PS to Secretary(Defence Production)

PSs to SA to RM, SS(J), DG(Acq), FA(Acq), AS(N), AS(DP)
All Joint Secretariesin the MoD

All addl FAs & JSin MoD(Fin)

All IS& AMs, FMs, TMs,

All IFAsin the Service HQrs

ADG(WE), ACNS(P&P), ACAS(Plans)
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FLOW CHART FOR PROPOSED CAPITAL ACQUISITION

Sage
QR formulation

Categorisation/ AON/
Qty. Vetting

RFP

TEC

Field Trials

Staff Evaluation
CNC

CFA approval

Contract monitoring

Responsibility

Service HQ/ Joint Staff
SCAPCHC — For schemes
included in 5 Year Capital Plan

Any change therefrom — DPB

* Collegiate Vetting by TM, SHQ and IFA.
*|ssue of RFP by TM after approval of
DCAS/ VCNS/ VCOAS/CISC

) Approva through TM by

) VCOASVCNSDCAS

) CISC

Not below the level of Brigadier

Composition: Mg Gen/Equivalent - Chairman
IFA, TM, Rep ADGWE /ACNS(P&P)/

ACAS (P&P), Reps DGQA, Repair Agency,
Contract Management Branch at SHQ.

For CNCs at Brigadier level (Reps.of IFA & TM).
VCOASDCAS/VCNS/CISC/

with concurrence of |FA.
Service HQ/Joint Staff/IFA
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Notes: -

@ Letter No. A/89591/FP-1/1974/D(GS-1) dt. 26.07.2006 of MoD on the subject
“Delegation of Financial Powersto Army authoritiesfor Revenue and Capital Expenditure’
is addressed to the Chief of the Army Staff.

This letter supersedes the delegation of financial powerslaid down in respect of the authorities
for the specified purpose in the FRs and Schedules to MoD letter No. A/89591/693/FP-1/2002/
D(GS1) dt. 22.04.2002 or any other previous orders instructions on the subject.

The exercise of these financial powers are to be governed by existing orders and instructions on
the subject, as amended by the Government from time to time. Standard Operating Procedures
(SOPs) relating to the exercise of the financial powers asissued and amended from timeto time
will be strictly followed. However, where SOPs conflict with the Govt. Rules/Instructions, the
later will prevail. Cases not covered by the delegated financial powers will be referred for
sanction of the Ministry of Defence.

Appendix and Notes in the Schedules | to X X111 to this order covers the detailed guidelines for
exercise of delegated financial powersin the Army.

(b) Letter No. PL/3221/NHQ/486-S/2006/D(N-1V) dt. 19.07.2006 of MoD as
amended vide Corrigendum dt. 25.07.2006 on the subject “ Enhancement of Delegated
Financial Powers of Naval Authorities’ is addressed to the Chief of the Naval Staff.

Detailed guidelines for exercise of delegated financial powers to various Naval Authorities are
given in Enclosures 1 to 3 of thisletter. Re-numbering of the Annexures has been given in the
Corrigendum to MoD letter No. PL/3221/NHQ/486-S/2006/D(N-1V) dt. 25.07.2006. Certain
key areas that require close monitoring have been identified and placed at enclosure 3 of the
letter. Standard Operating Procedures (SOPs) relating to the exercise of the financial powers as
issued and amended from time to time will be strictly followed. However, where SOPs conflict
with the Govt. Ruleg/Instructions, the later will prevail. Cases not covered by the delegated
financial powerswill be referred for sanction of the Ministry of Defence.

(© Letter No. Air HQ/95378/1/Fin PI2431/US(RC)/Air-11/06 dt. 14.07.2006 of MoD
on the subject “Delegation of Financial Powers to various Indian Air Force Authorities’ is
addressed to the Chief of the Air Staff. Amendmentsto this letter were issued on 20.7.2006 and
18.10.2006. 21 Annexuresto theselettersindicatein detail the guidelinesfor exercise of delegated
Financial Powers, separately for Capital and Revenue procurement cases. In respect of Capital
procurement, Air HQ hasto render aQuarterly Report to MoD(Acquisition Wing) on the progress
of various schemes under del egated powers, indicating the actual cash outgo against the budgetary
projections.

(d) Letter No. FP/20135/HQ IDS/2350/2006/D(G-1) dt. 08.09.2006 of MoD on the
subject “Delegation of Financial Powers to the Joint Staff Authorities’ is addressed to
CISC.

The delegated financial powers to the CFAs are to be read in conjunction with the financial
instructions and orders issued by the three Services in the form of Army instructions/orders,
Naval instructions/orders and Air Force instructions/orders and SOPs for any clarification or
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reference, until issuance of Joint Staff Orders/SOPs. Powers conferred for Projects specifically
sanctioned by the Government will also continueto be operative for the duration of such projects
and these would be applicablefor the Joint Staff Organi sations/I nter-Service organisations under
HQ IDS.

Detailed guidelinesfor exercise of delegated financia powersare given in the enclosures
1 & 2 of thisletter. The procurement policy to be followed by the Joint Staff Organisation and
certain key areas that require close monitoring are given at enclosure 3 of this |etter.

(e MoD (Fin) ID No. Misc/Addl. FA(M)/06 dated 26.07.2006 on the subject “ Delegation
of Capital Acquisition Powers to the Services’ is addressed to VCOAS, VCNS, CISC, DCAS
and officers of Acquisition Wing. Thisletter givesthe details of delegation of powersat thelevel
of SHQY/IDSfor Capital Schemes/projects costing upto Rs. 10 Crore. Detailed procedures have
also been laid down in the form of a Flow Chart showing the various stages of Acquisition
process.

® MoD (Fin) ID No. Misc/Addl. FA(M)/06 dated 16.01.2007 isin partial modification of
the letter reffered to at (€) above regarding Quantity Vetting and composition of CNC.
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Appendix B
(Refers to Para 47 of Chapter 1)

STANDARD CNC COMPOSITION

(Approval of Director General (Acquisition) to be solicited for any change in the compositions
mentioned above. However, in the delegated power cases member of any other agency apart
from the prescribed members can be associated with the approval of Vice Chiefs/CISC/DG

ICG)

© © N o g M w N PF

[
= O

Note:

FOR SERVICES - ABOVE X 75 CRORES
FOR COAST GUARD - ABOVE X 20 CRORES

Acquisition Manager - Chairman.

Technical Manager.

Finance Manager.

Advisor (Cost).

DGQA Representative.

Procurement Agency Representative.

User Representative.

Representative of Contract Management Branch at SHQ.
Repair Agency Representative.

Under Secretary concerned.

Member Secretary to be nominated by the Chairman.

0) If with ToT — rep of DDP, DRDO and Production Agency to be included as
member.

(i) If the CNC is chaired by a Service Officer then reps may be nominated in place
of officers mentioned at Serial no. 1,2,3 above.

(i)  Participation of Adviser (Cost) isnot required in every CNC and it had to be on
actual requirement basis as determined by the Chairman.

(iv)  If Offset included, then rep of Defence Offset Facilitation Agency to be included
as membey.

(v) In the absence of the designated member, the authorised representative would be
deemed to be suitably empowered to take decisions.
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FOR SERVICES-ABOVE ¥ 50 CRORESAND UPTO X 75 CRORES
FOR COAST GUARD- ABOVE ¥ 10 CRORESAND UPTO X 20 CRORES

1 Deputy Secretary/ Director - Chairman.

2 Representative of Technica Manager.

3 Representative of Finance Manager.

4 Joint Director (Cost)/ Director (Cost)

5. DGQA Representative.

6 Procurement Representative.

7 User Representative.

8 Representative of Contract Management Branch at SHQ.
9 Repair Agency Representative.

10. Member Secretary to be nominated by the Chairman.

1. If with ToT —rep of DDP, DRDO and Production Agency to be included as member

2. Participation of Joint Director/Director (Cost) is not required in every CNC and it had
to be on actual requirement basis as determined by the Chairman.

3. In the absence of the designated member, the authorised representative would be deemed
to be suitably empowered to take decisions.

FOR SERVICES - UPTO ¥ 50 CRORES
FOR COAST GUARD - UPTO X 10 CRORES

Officer nominated by Vice Chiefs of SHQSYDG ICG - Chairman
Representative of |FA

Representative of TM

Representative of ADGWE/ACNS (P& P)/ACAS (P) as applicable
Representative of DGQA

Representative of Repair Agency

N o a0 kM 0 DN PRF

Representative of Contract Management Branch at SHQ.
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8. Representative of Advisor (Cost).

9. Representative of User Directorate.

10. Member Secretary to be nominated by the Chairman.

Note:

1. If with ToT —rep.of DDP, DRDO and Production Agency to be included as member

2. Participation of Rep of Costing Cell is not required in every CNC and it had to be on
actual requirement basis as determined by the Chairman

3. The authorised representative would be deemed to be suitably empowered to take
decisions.
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Appendix C
(Refers to Para 74 of Chapter 1)

BROAD TIMEFRAME FOR PROCUREMENT ACTIVITIES

S | Saged Time Cumulative Offst Time Cumulative
No | Procurement (in week9) Time Adtivity (In Wesks) Time
(in weeks) (in weeks)

1 | Acoeptance of Neoessty - ;
2 | Initigion of craft RFP

for collegiate vetting & MoD o o o 0
3 |lsuedf RFP o 08 o 08
4 | Pre Bid Megting 06 14
5 | Digoech of Pre Bid reply 3 17
6 | Recapt of Responses 03 20 Reoapt of iV 20

Offset Compliance
Commitment

7 | Completion of TEC 12 KY) Submission of 12 K7

Report Technicd ad

Commerad Offst
proposds
8 | Acoeptance of TEC Report o K Acoeptance of 812 40-44
TOEC repart by
DGA)

9 | Completion of Technicd 0408 %

Offset Evduation Committee | (concurrent (concurrent

Report ativity) adtivity)
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14 | Acosptance of TOC Report

(If goplicable) o 68-93




43

15 | (i) Findisgtion of CNC Report| (i) Multi (i) Multivendor
vendor-06 74-9
(if) Findlistion of Offset (il) Resuitant | (i) Resuitant
Contract Sngle Sngle Vendor
Vendor 18-26 86 -119
16 | Ohbtaning of CFA - 04-16 (i) Multivendor
MoD / MaF / CCS gpprovd 78-115
(ii) Resultant Sngle
Vendor 0- 135
17 | Sgning of Man Contract 02 (i) Muiti-vendor
& Sgning of Offset Contrect 8- 117
(ii) Resultant Sngle
Vendor 92- 137

Evauaion of
Commerdd Offst
Offerswill be done
concurrently by
CNC

Concurrent
with other
negotiations

14137




Appendix D
(Refers to Para 22 of Chapter I)

PROCEDURE FOR IMPLEMENTING OFFSETS PROVISIONS

The provisions in the Defence Procurement Procedure (DPP) concerning offsets will be
implemented as per the following procedure.

1. SCOPE

1.1  Theseprovisionswill apply to all Capital Acquisitionscategorized as‘Buy (Global)’,i.e.
outright purchase from foreign/Indian vendor, or * Buy and Make with Transfer of Technology’,
i.e. purchase from foreign vendor followed by Licensed Production, where the estimated cost of
the acquisition proposal is< 300 crore or more.

1.2  Auniformoffset of 30% of the estimated cost of theacquisitionin‘Buy (Global)’ category
acquisitionsand 30% of theforeign exchange component in‘ Buy and Make' category acquisitions
will bethe minimum required value of the offset. Offset obligations may be discharged only with
referenceto “digible” products and eligible services.

1.3  The DAC may, after due deliberation, also prescribe varying offset percentages above
30% or waive off the requirement for offset obligations in very special cases. Such directions
may be made applicablefor different classes of casesor for individua cases depending upon the
factorsinvolved such astype of acquisition, strategic importance of the acquisition or technol ogy,
enhanced ability of Indian defence industry to absorb the offset, export potential generated,
etc.However, offset will not be applicable in ‘Option Clause’ cases, where the same was not
envisaged in the original contract.

1.4  These provisionswill also apply with appropriate modificationsto ‘Buy’ and ‘Buy and
Make with TOT’ components for warship construction where the estimated cost of individua
contractsis¥ 300 crore or more. In such cases, references to the Acquisition Wing will mean the
DDP or shipyard which is building the ship and procuring the system or sub-systems.

1.5 This offset condition will form a part of the RFP and, subsequently, of the contract.
Offset conditions as specified in the RFP will be binding.

1.6  These provisonswill not apply to procurements made under Fast Track Procedure.

2. Defence Offset Obligations

2.1  For the purpose of defence purchases made under the DPP 2011, offset obligations shall
be discharged directly by any combination of the following methods:

a) Direct purchase of, or executing export orders for, eligible products and
components manufactured by, or services provided by, Indian industries, i.e. Defence
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Public Sector Undertakings, the Ordnance Factory Board and private Indian industry. A
list of productseligiblefor discharge of offsetsisgiven at Annexure V1 to thisAppendix.

b) Direct foreign investment in Indian industries for industria infrastructure for
services, co-development, joint ventures and co-production of eligible products and
components.

C) For the purpose of discharge of offsets, ‘ services will mean maintenace, overhaul,
upgradation, life extension, engineering, design, testing of eligible products and related
software or quality assurance services with reference to eligible products asindicated in
AnnexureVI and training. Training may includetraining servicesand training equipment
(e.g. smulators) but exclude civil infrastructure.

d) Direct foreign investment in Indian organisations engaged in R & D as certified
by Defence Offset Facilitation Agency (DOFA). While certifying, DOFA shall not consider
civil infrastructure and such technologies that are otherwise easily availablein the open
market.

e) Foreign vendors could consider creation of offset programmes in anticipation of
future obligations. Offset credits so acquired can be banked and discharged against future
contracts. Banked offset credits would not be transferable except between the main
contractor and his sub-contractors within the same acquisition programme. The main
contractor would be required to submit a list of such sub-contractors at the time of
signing the contract. Guidelines for banking of offsets are placed at Annexure-VI1I to the
Appendix-D.

2.2 Thelndian industries or organisations concerned are here after referred to as the Indian
offset partner. The Indian offset partner shall, besides any other extant regulationsin force, also
comply with the guidelines/licensing requirementsissued by the Department of Industrial Policy
and Promotion.

2.3  Theoffset obligationsareto befulfilled co-terminouswith the period of the main contract.

24  All offset offerswhich satisfy theminimum eligibility conditionswill be placed on par and
no preference will be given for any extraamount offered.

3. Defence Offset Facilitation Agency

3.1  Thefunctions of ‘Defence Offset Facilitation Agency’ (DOFA) set up under the DDP as
asingle window agency are to:

@ Facilitate implementation of the offsets policy.

(b Assist potential vendorsin interfacing with the Indian industry.

(c) Assist in vetting offset proposals technically.

(d) Assist in monitoring the offset provisions.

(e) Suggest improvements in the policy and procedures.

) Interact with Headquarters Integrated Defence Staff and Service Headquarters.
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(@  Advise, in consultation with the Headquarters I ntegrated Defence staff, Services
and Defence Research and Development Organisation, areas in which offsets will be
preferred.

(h) Promote exports of eligible products and services.

4. ‘ Acceptance of Necessity’ Sage

4.1  Whilebeing considered by the Services Capital Acquisition Plan Categorization Higher
Committee (SCAPCHC), Capital Acquisition Projectsof the‘Buy’ or ‘Buy and Makewith TOT’
categories whose indicative cost is¥ 300 crore or more, will be recommended for application of
the standard 30% offset clause. However, based on detailed examination of the capability of the
Indian industry to absorb the offset value available and its strategic importance, the SCAPCHC
may recommend increased offset percentages or waiver of offsets in very special cases. The
DOFA may aso advise on areas where offsets will be preferred.

4.2 The DAC will consider the recommendations and take the final decision.

4.3  This offset condition will form a part of the RFP and, subsequently, of the contract.
Offset conditions as specified in the RFP will be binding.

5. Solicitation of Offers

51  Para26 of Chapter 1 read with Schedule | of DPP 2011 prescribe the standardised RFP
document. Para 6 of the RFP format will apply wherever offsets are attracted. In order that the
secrecy of the commercial bid is maintained, the vendor is only required to give a written
undertaking to the effect that it will meet the offset obligation laid down in the RFP. This
undertaking in the format at Annexure-l to these guidelines will be included in the envelope
containing the vendor’stechnical offer. It will bebinding on the vendor and will clearly state that
failure a any stage, on the part of the vendor to meet the offset obligation specified in the RFP
at any stage will disqualify the vendor from any further participation in the contract and render
its offer as null and void.

5.2  Thetechnica and commercial offset offerswould have to be submitted by the vendors by
adate to be specified in the RFP, which would be not earlier than three months from the date of
submission of theinitial technical and commercia offers. These offset offers would have to be
submitted together in two separate sealed covers to the Technical Manager.

6. Technical Evaluation of Offset Offers

6.1  Thetechnical offset offer would contain details of the products, services and investment
proposals indicating relative percentages, proposed Indian partners for offset investment and
other relevant information in theformat given at AnnexureI1. Detail s of Banked offset creditsas
discharged offset obligationswill aso beindicated. The commercia values of the offset proposals
are not to be indicated in thistechnical offset offer.

6.2  Thetechnical offset offers would be scrutinised by a Committee to be constituted by the
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concerned Technical Manager of theAcquisition Wing, withthe prior approva of Director General
(Acquisition). The Committee may include representatives of the Services, Defence Finance and
DRDO. DOFA will assist the Committee in the scrutiny by providing information as to the
technical feasibility of the offset offer. The Committee may al so incorporate expertsasidentified
by the DRDO for scrutinising the technical offset offers. This Committee will examine the
compliance of technical offset offers by the vendors for meeting the offset obligations. The
Technical Managers will process the report of this Committee for approval by the Director
General (Acquisition).

6.3 The vendor will be free to select the Indian offset partner for implementing the offset
requirement. After the offset contract is signed changes will not be permitted in respect of offset
components or value. In exceptional cases MoD may permit change in offset partner, on being
convinced that the change is desireabl e to enable the vendor to fulfill offset obligations.

6.4  Only contracts for export of eligible products or services or investment made in eligible
products or services after the signing of the main contract will be reckoned for discharging offset
obligations. However, pre-approved offset banking agreements and banked offset creditswill be
considered for discharge of offset obligations. For productswhich contain imported components,
only the value addition in Indiawill count towards offset obligations, viz. the value of imported
components will not count towards offset obligations.

6.5  For ‘Buy (Global)’ category procurements, where offset is applicable, if an Indian firm
including a Joint Venture between an Indian Company and its foreign partner is bidding for the
proposal and is offering an indigenously developed product, then for such a case offset would
not be applicable. For applicability of this clause, indigenous content in the product hasto be a
minimum of 50 percent. In case the indigenous content in the product islessthan 50 per cent, the
Indian firm or the Joint Venture has to ensure that the offset obligations are fulfilled on the
foreign exchange component of the contracted value.

7. Commercial Offset Offers

7.1  The Commercia Offset Offer, format in Annexure-111, will contain the detailed offer
specifying the absolute amount of the offset with a break up of the details, phasing, Indian
partner, and banked credits as discharged obligations.

7.2  The model formats at Annexure-11 and Annexure-I11 may be amended by the vendor
without however deviating from the mandatory offset requirements prescribed.

8. Examination of Offset Offers

8.1  Theoffset offer will be examined intwo stagesby the Acquisition Wing. Inthefirst stage,
thefirst part of the offset offer (refer Para6.1 and 6.2 above) will be examined to ensure that the
offset offer fulfilsthe mandatory requirements and thereby qualifiesthe vendor for opening of its
commercial offset bid.

8.2  Thesecommercia offset offers would be opened along with the main commercial offer.
The Contract Negotiating Committee (CNC) would verify that the Commercial Offset Offers
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meet the stipulated offset obligations. The L1 vendor can amend the commercial offset offer at
this stage subject to meeting the offset obligations as stipulated in the RFP. The CNC will be
advised by an officia representative of DOFA (government/DPSU/OFB or as deemed necessary)
on offset matters, whenever required.

8.3  The Commercia Offset Offer would have no bearing on the determination of the L1
vendor. After the CNC is satisfied that the offset offer is in accordance with the prescribed
norms, the L1 vendor will be invited to sign the main contract and the offset contract.

0. Contents of an Offset Contract

9.1 A mode Offset Contract is placed at Annexure-1V. It may be varied depending upon the
facts and circumstances of each case.

9.2  The offset contract is to be signed simultaneously with the main contract. The vendor
will not under any circumstances delay the execution of the main contract on the plea of failure
of Indian industry to execute various offset contracts.

10. Monitoring I mplementation of the Offset Contract

10.1 The vendor will submit quarterly reportsin the format in Annexure-V on implementing
the offset contract to the Acquisition Manager concerned. The Offset Monitoring Cell in the
MoD will assist the Acquisition Manager concerned in the Acquisition Wing in monitoring the
implementation of the offset contract. Where necessary, an audit by a nominated official or
agency may be conducted to confirm the actual status of implementation.

10.2 A vendor may, giving reasons, request re-phasing of the offset obligations within the
period of the main contract. Director General (Acquisition) may allow the request in consultation
with DOFA if the reasons are considered justified.

10.3 Any request on exceptional grounds for extension of the period of the offset contract
beyond the period of the main contract will be examined by the Acquisition Wing in consultation
with DOFA and placed before the Defence Acquisitions Council for decision.

10.4 If avendor failsto fulfil the offset obligation in aparticular year, a penalty equivalent to
the unperformed offset obligation will be levied. 5% of the value of the unfulfilled portion of the
annual offset obligation will be paid as penalty or recovered from the bank guarantee of themain
contract, subject to replenishment, or deducted from the amount payable under the main contract,
and the unfulfilled offset value will be carried forward to the subsequent year.

10.5 Any vendor failing to implement the full offset obligations during the period of the main
contract, or during the period duly extended, will be liable to be disqualified for participation in
future defence contracts. The disqualification will be decided by the Acquisition Wing after
giving an opportunity to the vendor to explain the reasons.

10.6 Any differences or disputes will be settled through discussions. The decision of the
Acquisition Wing will be final. The provisions in the main contract regarding arbitration will
apply to the offset contract also.

kkkkkk*%x
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Annexure-|
(Refer to Para’5.1)

UNDERTAKING TO COMPLY WITH OFFSET REQUIREMENTS

The Bidder ------------- ( name of the company) hereby
() undertakesto fulfil the offset obligation aslaid down in the Request For Proposals.
(i) undertakes to ensure timely adherence to fulfilment of offset obligations.

(i)  acceptsthat any failure on the part of the Company to meet offset obligationswill
render disqualification from any further participation in the contract and render ibid offer
asnull and void.

(iv)  undertakes to furnish technical details of offset obligations indicating products
and services and corresponding Indian Industry partner(s) for the same when so required
to by Ministry of Defence, Government of India, after being found to satisfy the SQRs.

(V) undertakesto trandate the detailed technical offset offer given at para (iv) above
into a business implementation plan now furnishing complete commercial details of
investments, products and services, Indian Industry partners, amount, phases and time
plan for the samein the form of acommercia offset offer as and when so required to by
MOD, GOI.



50

Annexure-l|
(Refer to Para 6.1)

TECHNICAL OFFSET OFFER

1. TheBidder ------------ (name of the company) hereby offersthe following Direct Foreign
Investment(DFI), products and services with Indian Industry partners in compliance to the
technical offset obligationsin the RFP.

2. The Bidder hereby also furnishes MoU with Indian Industry partners for the proposed
investments, products and services.

OFFER LIST OF PRODUCTSAND SERVICES

S.No.| DFI, Products Indian Percentage MoU Remarks
& Services Offset Cost of Offset | (If Applicable)
Partner Obligation
1. DFI/Products / | Indian offset Percentage Memoranduml
services Partner
2. DFI/Products / | Indian offset Percentage Memorandum?2
services Partner 2
3. Similarly for all

3. Banked Offset Credits. The bidder will also mention the details of the banked offset
creditsindicating the Project | dentification Number. Thebidder will asoinform Offset Monitoring
Céll in the MoD about this commitment.
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Annexure-111
(Refer to Para 7.1)

COMMERCIAL OFFSET OFFER

1. In compliance with the offset obligations, the Bidder hereby offers following
products and services with Indian Industry partners.

2. The Bidder hereby also furnishes MoU(s) with Indian offset partners for applicable
investments, products and services.

OFFER LIST OF PRODUCTSAND SERVICES

S.No | DFI, Products Indian Offset | Vaue (with Time Remarks
& Services Partner timeframe Frame
break up) (break up)

1. DFI, Products I ndian Offset
& Services1 Partner 1

2. DFI, Products I ndian Offset
& Services?2 Partner 2

3. Similarly for all

3. Details of Foreign Direct Investment/Joint Venture/Co Development/ToT — Give Details
4. Any other contracts with anyonein India— Give Details

5. Banked Offset Credits: The bidder will also mention the details of the banked offset
creditsindicating the Project | dentification Number. Thebidder will asoinform Offset Monitoring
Céll in the MoD about this commitment.

6. ThisAnnexurewill also be used by the vendor to submit proposalsfor banking of offsets
(Para 2 Annexure-V11). In such cases the vendor will not be required to fill para5.
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‘Annexure |V’
(Refer to Para9.1)

OFESET CONTRACT

Contract No. ___
Dated

This Offset Contract enter into this date of hereinafter refer to as* Effective
Date’, is by and between

@ ThePresident of Indiarepresented by the Joint Secretary and Acquisition Manager
(Land Systems/Maritime Systems/Air) Ministry of Defence, Government of India, New
Delhi, hereinafter referred to as the Buyer on one part and

(b M/s (Name of the Vendor) duly represented by

and incorporated under the laws of having its

registered office at hereinafter referred to as “ Seller” on the other part.
Whereas, the Seller has been awarded a Contract, Contract Number dated
for the Project entitled ’,
as the Supply Contract stipulates a total amount of to be paid

by the Buyer for the provision of the seller’s goods and/or services and

The Buyer clearly understands and agrees to the Offset Clause given in the RFP and the
offset schedul e defined in the Defence Procurement Procedure 2011 and the offset policy
promulgated by the Government of India, referred to asthe “ Offset Policy”.

Now, therefore, the Buyer and the Seller agree as follows: -

D The Seller understands and agreesthat supply contract is subject to fulfillment of
the offset contract/contracts that the seller will execute with the Indian offset partner/
partners towards the complete fulfillment of Offset Obligations laid down in the RFP.
Thetotal amount this Offset Obligationis which is (specified) percent
(#%0) of the supply contract value.

2 Inthe event that the supply contract valueisincreased or reduced thenthe Seller’s
Offset Obligations shall be adjusted proportionately.

3 The Offset start date applicable to the Offset Obligations hereunder shall be the
effective date of contract number .

4 Furthermore, the Seller agrees and promises to perform its Offset Obligation in
accordance with the Offset Schedule of the commercia offset offer. The Offset Schedule
may not be changed or amended in any way without the prior written agreement of the
MoD, Govt of India.

(5) Within ninety (90) calendar days from the Effective Date of this agreement, the
Sdler shall, inwriting, providethe Ministry of Defence with acopy of the offset programme
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contracts entered into with the Indian offset partnersand alist of the Company’s Official
Contacts for all matters related to this agreement and the performance of the Seller’s
Offset Obligation. Thelist shall specify thename, mailing address, street address, telephone,
and facsimile numbers of each Official Contact and shall be limited to three (3) Official
Contacts. Any and all communications and correspondence by the Ministry of Defence
to any one (1) of the said Official Contacts shall be deemed as if by the Ministry of
Defence to the Seller.

(6) In the event of force majeure, representative of the MoD and the Seller’s official
representative will meet to assess progress to date under the program prior to the date of
the force majeure event and to determine a mutually agreeable manner and schedule for
the fulfillment of the Seller’sremaining Offset Obligation.

@) This Contract, and any and all matters relating to the fulfillment of the Seller’s
Offset Obligations and performance under the Programme shall be interpreted and be
subject to the Laws of the Republic of India. This contract shall be governed by and
interpreted in accordance with the laws of the Republic of India.

(8) This Contract shall expire upon fulfillment of the Company’s Offset Obligations
in accordance with the Contract.



Annexure-V
(Refer to Para 10.1)

QUARTERLY REPORT ON FULFILLING OFFSET OBLIGATIONS

REPORT FOR QUARTER ENDING ------------

1. MAIN CONTRACT NO AND EFFECTIVE DATE ---
2. BANKING PROJECT ID NO.(In case of banking) -----
3. INDIAN OFFSET PARTNER -------
4. OFFSET CONTRACT NUMBER (not required in case of banking) ----
5. PRODUCT NUMBER AND NAME
6. SCHEDULE OF OFFSET OBLIGATIONS AND FULFILMENT
NO [ DFI/ PRODUCTS | VALUE OF DATE BY ACTUAL REMARKS
/SERVICES OFFSET WHICH TO | VALUE INCLUDING
OFFERED COMMITTED | BE FULFILLED |PENALTIES
FULFILLED | BY IFANY
REPORTING
DATE
1) 2 ©) (4) ) (6)
7. EXPLANATORY NOTES, IF ANY
8. SUPPORTING ENCLOSURES WITH RESPECT TO COLUMN 5 ABOVE FOR

ACTUAL VALUE FULFILLED.
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AnnexureVI to Appendix D
(Refer to Para 2.1ato Appendix D)

List of Products Eligible for Discharge of Offset Obligations

Defence Products

Small arms, mortars, cannons, guns, howitzers, anti tank weapons and their ammunition
including fuze.

Bombs, torpedoes, rockets, missiles, other explosive devices and charges, related
equipment and accessories specially designed for military use, equipment specially
designed for handling, control, operation, jamming and detection.

Energetic materials, explosives, propellants and pyrotechnics.

Tracked and wheeled armoured vehicles, vehicleswith balistic protection designed for
military applications, armoured or protective equipment.

Vessels of war, special naval system, equipment and accessories.

Aircraft, unmanned airborne vehicles, aero engines and air craft equipment, related
equipment specially designed or modified for military use, parachutes and related
equipment.

Electronics and communication equipment specially designed for military use such as
electronic counter measure and counter counter measure equipment surveillance and
monitoring, data processing and signalling, guidance and navigation equipment, imaging
equipment and night vision devices, sensors.

Specialized equipment for military training or for simulating military scenarios, specialy
designed simulators for use of armaments and trainers.

Forgings, castingsand other unfinished productswhich are specialy designed for products
for military applications and troop comfort equipment.

Miscellaneous equipment and materials designed for military applications, specialy
designed environmental test facilities and equipment for the certification, qualification,
testing or production of the above products.

Software specially designed or modified for the devel opment, production or use of above
items. Thisincludes software specially designed for modelling, simulation or evaluation
of military weapon systems, modelling or ssmulating military operation scenarios and
Command, Communications, Control, Computer and Intelligence (C4l) applications.

High velocity kinetic energy weapon systems and related equipment.

Direct energy weapon systems, related or countermeasure equipment, super conductive
equipment and specially designed for components and accessories.
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Products for Internal Security

Arms and their ammunition including al types of close quarter weapons.
Protective Equipment for Security personnel including body armour and helmets.

Vehiclesfor internal security purposesincluding armoured vehicles, bullet proof vehicles
and mine protected vehicles.

Riot control equipment and protective as well as riot control vehicles.

Specialized equipment for surveillanceincluding hand held devices and unmanned aerial
vehicles.

Equipment and devicesfor night fighting capability including night vision devices.
Navigational and communications equipment including for secure communications.

Specialized counter terrorism equipment and gear, assault platforms, detection devices,
breaching gear, etc.

Training aidsincluding simulators and simulation equipment.

Civil Aerospace Products

All types of fixed wing aswell asrotary aircraft including their air frames, aero engines,
aircraft components and avionics.

Aircraft design and engineering services.
Technical publications
Raw material and semi-finished goods.

Flyingtrainingingtitutionsand technical training institutions (excluding civil infrastructure).
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Annexure VIl to Appendix ‘D’
(Refersto para 2.1)

BANKING OF OFFSET CREDITS

1. Offset banking will be permitted from the day DPP-2011 comesin to effect.

2. The proposalsfor banking of offsetswill be submitted to the Joint Secretary in the MoD
by the vendor according to the format at Annexure-111 to Appendix-D. The banking proposal
would be approved by MoD. A unique Project Identification Number would be allotted to each
proposal at the time of approval.

3. Offset banking proposalswill bein conformity with thevalid discharge of offset obligations
as specified inthe DPP 2011. The banked offset credits are non-transferable except between the
main contractor and his sub-contractors within the same acquisition programme.

4. A vendor will be ableto discharge the banked offset creditsfor the RFPswhich areissued
within the two financial years of the date of approval of the banked offset credits. The cut off
date would be 1st April and 1st October of the financial year. As an illustration, offset credits
which have been banked on or after 1st April 2009 would be valid for discharge against RFPs
issued up to 30th September 2011. Similarly offset credits banked on or after 1st October 2009
would be valid for discharge against RFPs issued up to 31st March 2012.

5. If avendor is ableto create more offsets than his obligations under a particular contract,
the surplus offset credits can be banked and would remain valid for the period of two financia
yearsafter conclusion of the said contract. The surplus offset creditswould bevalid for discharge
against the new RFPs which would be floated within this period.

6. Wherever the offset banking/discharge is done by way of investment in Indian defence
industry and R& D, the related foreign investment should remain valid and active throughout the
duration of the MoD contract in relation to the RFP,

7. The vendor will submit reports on implementation of banked offset credits to the Offset
Monitoring Cell every six months according to the format in Annexure-V. The vendor will
inform Offset Monitoring Cell about the RFP against which he wants to discharge the banked
credits. The details of the banked credits would be transferred to the respective Acquisition
Managers after the RFP isissued.
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Appendix E
(Refers to Para 24(b)
of Chapter 1)
INFORMATION PROFORMA
(INDIAN VENDORYS)

1. Name of the Vendor/Company/Firm.

(Company profile, in brief, to be attached)

2. Type (Tick the relevant category).

Original Equipment Manufacturer (OEM) Yes/No

Authorised Vendor of foreign Firm Yes/No (attach detalls, if yes)

Others (give specific details)

3. Contact Details.

Postal Address:

City : State :

Pin Code : Tele:

Fax : URL/Web Site:

4. Loca Branch/Liaison Officein Delhi (if any).
Name & Address:

Pin code: Tel : Fax :

5. Financial Details.
@ Category of Industry (Large/medium/small Scale) :
(b) Annual turn over : (inINR)

(c) Number of employeesin firm:
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(e) Details of manufacturing infrastructure :

(d) Earlier contracts with Indian Ministry of Defence/Government agencies :

Contract Number Equipment Quantity Cost

Certification by Quality Assurance Organisation.

Name of Agency Certification Applicablefrom Validtill
(date & Year) (date & year)

Details of Reqgistration.

Agency Registration No Validity (Date) Equipment
DGS&D

DGQA/DGAQA

OFB

DRDO

Any other Government
Agency

M ember ship of FICCI/ASSOCHAM/CII or other Industrial Associations.

Name of Organistion Membership Number

Equipment/Product Profile (to be submitted for each product separ ately)

@ Name of Product :

(Should be given category wise for e.g. al products under night vision devices to be
mentioned together)
(b Description (attach technical literature):

(c) Whether OEM or Integrator :
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(d) Name and address of Foreign collaborator(if any):

(e) Industrial Licence Number:

" Indigenous component of the product (in percentage):

(9) Status (in service /design & development stage):

(h) Production capacity per annum:

()] Countries/agencies where equipment supplied earlier (give details of quantity
supplied):

Any other relevant information:
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INFORMATION PROFORMA
(FOREIGN VENDORYS)

1. Name of the Vendor/Company/Firm.

(Company profile, in brief, to be attached)
2. Type (Tick the relevant category).
Original Equipment Manufacturer (OEM) Yes/No

Government sponsored Export Agency Yes/No (Details of registration
to be provided)

Authorised Vendor of OEM Yes/No (attach details)
Others (give specific details)

3. Contact Details.
Postal Address:

City : Province :
Country: Pin/Zip Code :
Tele: Fax :

URL/Web Site :

4. L ocal Branch/Liaison Office/Authorised Representatives, in India (if any).

Name & Address:

City : Province :
Pin code : Tel : Fax :
5. Financial Details.

@ Annual turn over : usb

(b) Number of Employeesin firm

(c) Details of manufacturing infrastructure available
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(d) Earlier contracts with Indian Ministry of Defence/Government agencies:

Agency Contract Equipment Quantity Cost
Number
Certification by Quality Assurance Organisation (If Applicable).
Name of Agency Certification Applicablefrom Validtill
(date & Year) (date & year)

Equipment/Product Profile (to be submitted for each product separ ately)

@ Name of Product :

(Should be given category wise for e.g. dl products under night vision devices to be mentioned together)

(b) Description (attach technical literature):

(c) Whether OEM or Integrator :

(d) Status (in service /Design development stage):

(e) Production capacity per annum:

) Countries where equipment isin service:

(9) Whether export clearance is required from respective Government:

(h) Any collaboration/joint venture/co production/ authorised dealer with Indian

Industry (give details):

Name & Address:

Td :

Fax :

Any other relevant information.
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Appendix E1
(Refers to para 24(b)
of Chapter |

Draft Format: Natur e/Scope of | nformation Regarding Cases
Which are Recommended to be placed on M oD Website

(THISISASTANDARDISED FORMAT FORGUIDELINES. IT MAY BE VARIED DEPENDING
ON USER REQUIREMENTS TYPE / COMPLEXITY OF EQUIPMENT/ MACHINERY/ TEST
EQUIPMENT AND OPERATIONAL IMPERATIVES SHQ MAY ALTER IT AS PER THEIR
SERVICE REQUIREMENTS)

1. The Ministry of Defence, Government of India, intends to procure
approximate (generic nomenclature of equipment and approximate quantity).

2. This Request for Responding (RFR) consists of two parts as indicated below:-

@ Part 1. Thefirst part of the RFR incorporates operational characteristics and
features that should be met by the equipment. Few important technical parameters of the
proposed equipment are also mentioned.

(b) Part Il.  Thesecond part of the RFR statesthe methodol ogy of seeking response
of vendors. Submission of incomplete response format will render the vendor liable for
rejection.

PART-I

3. The Intended Use of Equipment (Operational Requirements). To be decided by SHQ
keeping in view security considerations.

4, Important Technical Parameters. To be decided by SHQ keeping in view security
considerations.
5. Vendors should confirm that following conditions are acceptabl e:-

@ The solicitation of offerswill be as per * Single Stage-Two Bid System’. 1t would
imply that a‘ Request for Proposal’ would beissued soliciting the technical and commercia
offers together, but in two separate sealed envelopes. The validity of commercia offers
would be at least 18 months from the date of submitting of offers.

(b The technical offers would be evaluated by a Technical Evaluation Committee
(TEC) to check its compliance with RFP.

() Theequipment of all TEC cleared vendorswould be put through atrial evaluation
inIndiaona‘No Cost No Commitment’ basis. A staff evaluation would be carried out by
SHQ to analyse theresult of field evaluation and shortlist the equipment for introduction
into service.
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(d) Amongst the vendors cleared by GS evaluation, a Contract Negotiations
Committee would decide the lowest cost bidder (L1) and conclude the appropriate
contract.

(e) Vendor would be bound to provide product support for time period specified in
the RFP, which includes spares and maintenance tool §/jigs/fixturesfor field and component
level repairs.

) The vendor would be required to accept the general conditions of contract given
inthe Standard Contract Document at Chapter V of DPP 2011 placed on www.mod.nic.in.

(9) Offset (if applicable). The vendor has to undertake offset contracts amounting
to ----% of the value of commercial proposals (refer Appx D to Chapter 1).

(h) Integrity Pact (if applicable). Anintegrity pact along with appropriate EMD isa
mandatory requirement in the instant case (refer Annx | to Appx H of schedule | of
Chapter I).

()] Performance-cum-Warranty Bond. Performance-cum-Warranty Bond both equal
to 5% value of the contract is required to be submitted after signing of contract.

(K) ToT(if applicable). GOI is desirous of license production of equipment after
acquiring ToT in the case.

PART-I1

Procedure for Response

€) Vendors must fill theform of response asgivenin Appendix E of Chapter |. Apart
from filling details about company, details about the exact product meeting our generic
technical specifications should also be carefully filled. Additional literature on the product
can aso be attached with the form.

(b The filled form should be dispatched at under mentioned address (concerned
Technical Manager): -

Fax:
Email ID:
(c) L ast date of acceptanceof filledformis (to bedecided by SHQ).

The vendors short listed for issue of RFP would be intimated.

The Government of Indiainvitesresponsesto thisrequest only from Original Equipment

Manufacturers (OEM )/A uthorised Vendors/Government Sponsored Export Agencies (applicable
in the case of countries where domestic laws do not permit direct export by OEMs). The end
user of the equipment is the Indian Armed Forces (name of user service).
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8. Thisinformation isbeing issued with no financial commitment and the Ministry of Defence
reserves the right to change or vary any part thereof at any stage. The Government of Indiaalso
reserves the right to withdraw it should it be so necessary at any stage. The acquisition process
would be carried out under the provisions of DPP 2011.
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(BLANK)



SCHEDULE 1
Draft RFP Format







67

Schedulel to Chapter |
(Refersto Para 26 of Chapter I)

(THIS RFP_PROVIDES A STANDARDISED FORMAT FOR GUIDELINES. IT MAY BE

VARIED DEPENDING ON USER REQUIREMENTS, TYPE / COMPLEXITY OF

EQUIPMENT/ MACHINERY/ TEST EQUIPMENT AND OPERATIONAL IMPERATIVES

SHQ MAY ALTERIT ASPER THEIR SERVICE REQUIREMENTYS)

Tele: FileNo:
E-mail: Technica Manager ( Systems)
New Delhi-110011
2011
To
REQUEST FORTECHNICAL AND COMMERCIAL PROPOSAL
FOR (GENERICNOMENCLATURE OF EQUIPMENT)
Dear Sir,
1 TheMinistry of Defence, Government of India, intendsto procure

(generic nomenclature of equipment and quantity). ThisRequest for Proposal (RFP) consistsof four
partsasindicated below:-

(@  Patl.  Thefirstpart consistsof thegeneral requirement of the equipment, the
numbersrequired, thetimeframefor ddliveries, theenvironmentd parametersfor functioning,
conditionsof usage and maintenance, requirement for training, Engineering Support Package
(ESP),Offset obligationsand warranty/guarantee conditions, etc. It includes procedure and
last date and timefor submission of offers.

(b) Part 1. The second part of the RFPincorporates the aspects of SQRsdescribing
thetechnicd parametersof the proposed equi pment. Theoperationd characteristicsand features
that should be met by the equipment are elucidated at Appendix A. The Supplier would be
required to offer the equipment for field evaluation ona“No Cost No Commitment” basis.

(© Partlll.  The third part of the RFP consists of the commercia aspects of the
procurement, payment terms, performance-cum-warranty guarantees & servicestheir onto
be performed by the supplier. It aso includes standard contract terms a ong with special
contractual conditions, if any.

(d) Part1V.  Thefourth part definesthecriteriafor eval uation and acceptance, bothin
termsof technical and commercia contents. A format hasbeen enclosed for submission aong
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with commercia offer tofacilitate preparation of Comparative Statement of Tenders(CST)
andidentification of L 1 vendor. Submission of incompleteformat enclosed dongwith commercid
offer will render the offer liablefor rejection.

2. The Government of Indiainvitesresponsesto thisrequest only from Original Equipment
Manufacturers (OEM) or Authorised Vendors or Government Sponsored Export Agencies (applicable
in the case of countrieswhere domestic laws do not permit direct export by OEM ) subject to the
condition that in caseswhere the same equi pment is offered by more than one of the aforementioned
parties, preference would be given to the OEM. The end user of the equipment isthe Indian Armed
Forces.

2a Para Applicableto Indian Vendorsin ‘Buy Indian’ Categorised cases only. This RFP
isbeing issued under ‘Buy Indian’ Category and hence equipment offered must have minimum 30%
indigenous content on cost basis. A certificateto thiseffect will be submitted by the Vendor dongwith
technicd offer.

PART |: GENERAL REQUIREMENTS

3. Year of Production.  Supplies should be of latest manufacture, conform to the current
production standard and should have 100% of thedefined lifeat thetimeof delivery. Deviationsif any
should beclearly brought out by the vendor in the Technical Proposal.

4, Delivery Schedule. (The acceptable range of delivery schedule of the equipment
must be indicated clearly in the RFP. Option for the supplier to indicate earliest delivery
schedule must be given only in unavoidable cases).

5. Warranty. The goods supplied shall carry a warranty for months/ years /
operational hours(not to beleft blank) from the date of acceptance or from date of installation and
commissioning, whichever islater. Draft Warranty Clauseisgivena Appendix‘C’.

6. Offset (If applicable).  Offset obligation shall bedischarged by the Vendor in accordance
with provisonsof DPP- 2011. Thevendor hasto undertake Offset contractsamountingto ~ %or
___ (asapproved by the DAC) of the value of the commercia proposal. Thetechnical offer should
includeawritten undertaking to thiseffect. Failureto dischargethisundertaking at any stagewill result
indisgudification of thevendor from further participationin the eva uation processand the offer will be
treated asnull and void. Thetermsand conditionsof Offset aregivenat Appendix K tothisRFR. (The
procedurefor implementation of the offset obligation isplaced at Appendix D to Chapter | of DPP-
2011, whichisat www.mod.nic.in).

7. Engineering Support Package (ESP) / Annual Maintenance Contract (AMC) (if required).
After the specified warranty period, the Indian technicianswoul d be required to repair and maintain
the equipment during itsexploitation. To enable thisprocess, an appropriate ESPwould berequired to
be provided by the supplier. For this purpose, the general concept of repair and maintenance of
equipment followed by the Indian Army isgiven at Appendix D. Theinformation on Engineering
Support Packagethat isrequired to be provided isenclosed at Annexures| tolV to Appendix D.
In case equipment is already in usage, the spare parts requirement must be specific based on the
consumption pattern, rather than being based on MRLS [If post warranty AMC is also being
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sought from the OEM, the level of AMC required (with spares/without spares/repair rate
contract) must clearly beindicated]. Thedetailsof AMC proposalsmust a so be submitted separately
by thevendor with technica aspectsbeingincludedinthetechnicd offer and commercid aspectsbeing
includedinthecommercid offer. The samewill betaken cognisanceof whiledecidingtheL 1.

8. Thevendor isrequired to provide Itemised Spare Parts Price List (Pricesto beindicated only
inthecommercid offer), list of optiona equipment, thelikely consumption rate of the sparesbased on
theexploitation pattern of the equipment. Thevendor would havetofindisethetermsfor thelifetime
product support inthe current contract only. (For casesabove Rs 100 Crsto bereadin conjunction
with Para 29 of the DPP-2011)

9. The customer would have the option to amend the MRL S proposed by the seller within

years of the expiry of thewarranty period. The seller would either * Buy Back’ the spares
rendered surplus or exchangesthem on cost to cost basiswith the sparesasrequired by the customer.
The said spares would be purchased / replaced by the seller, based on the prices negotiated in the
contract.

10. InServiceL ife/Shdlf Life. Theln ServiceLife/Shdf Lifeof theequipment (asapplicable)
shall be stipulated inthe offer. In case of shelf lifetherelevant storage conditions should beclearly
specified. Thevendor isrequired to givedetail sof riability mode, reliability prediction anditsvaidation
by designer/ manufacturer to ensurerdiability of storesthroughout shelf life. Theefficacy of reliability
model/prediction/vaidation would beverified during technical and environmenta eva uation asindicated
inPara24 (b).

11. Product Support. Thevendor would bebound by aconditioninthe contract that heisin
aposition to provide product support in terms of maintenance, materialsand sparesfor aminimum
period of years. Even after the said mandatory period, the vendor would be bound to give at
least two yearsnoticeto the Government of Indiaprior to closing the production lineso asto enablea
LifeTimeBuy of al sparesbefore closureof thesaid production line. The said aspect would a'soform
anintegral part of the contract. All upgradesand modificationscarried out on the equi pment during the
next  yearsor duringitslifecycle (asper requirement) must beintimated to the SHQ.

12.  Traningof Crew and MaintenancePersonnel. (SHQ to give broad detailsof thetraining
sought).

13. Government Regulations. It may also be confirmed that there are no Government
restrictionsor limitationsin the country of the supplier or countriesfrom which subcomponentsare
being procured and/or for the export of any part of the system being supplied.

14.  Agents/ Technical Consultants/Authorised Vendors (Applicableincaseof foreign
vendorsonly) Thevendor isrequired to givefull detail sof any agents/ technical consultants/ authorised
vendorsthat may have been appointed by them for marketing of thisequipmentinIndia. Thesedetails
should include the scope of work and responsibilitiesthat have been entrusted with the said party in
India. If thereisnoninvolvement of any such party then the same may a so be communicatedinthe
offersspecificdly.

15. If the equipment being offered by the vendor has been supplied / contracted with any
organization, public/ privatein India, the detail s of the samemay befurnishedin thetechnica aswell
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ascommercid offers. Thevendorsarerequiredto giveawritten undertaking that they havenot supplied/
isnot supplying thesimilar systemsor subsystemsat apricelower than that offered in the present bid
toany other Ministry/Department of the Government of Indiaand if thesimilar system hasbeen supplied
at alower pricethen thedetailsregarding the cost, time of supply and quantitiesbeincluded as part of
thecommercid offer. In caseof nondisclosure, if itisfound at any stagethat thesmilar system or sub-
systemwas supplied by the vendor to any other Ministry/Department of the Government of Indiaat a
lower price, then that very price, will be applicableto the present case and, with due allowancefor
elapsed time, the differencein the cost would berefunded to the Buyer, if the contract has already been
concluded.

16. Patent Rights.  The vendor has to confirm that there are no infringements of any Patent
Rightsin accordancewiththelawsprevailing intheir respective countries.

16a.  (An Integrity Pact would be signed between MoD and the bidders for schemes
exceeding €100 Crs, irrespective of the value of the commercial bids submitted by bidders).
In the subject RFP, the vendor isrequired to sign and submit pre contract integrity pact (1P) given at
Annexurel to Appendix H and shall also depositI CroresasEarnest Money Deposit (EMD)
through any of theinstruments mentioned therein. Thiswould be submitted in aseparate envelope
clearly marked as‘ IPand EMD’ at thetime of submission of Technical and commercia offers.

17.  Transfer of Technology (TOT)(If applicable). The Govt of India, Ministry of Defenceis
desirousof license production of (generic name of equipment) under TOT. Aspectsof TOT which
areto befulfilled by thevendor aregiven at Appendix ‘L’. Govt reservestheright to negotiate TOT
termssubsequently but theavailability of TOT would beapre-condition for any further procurements.
If negotiationsfor TOT arenot held asapart of the negotiationsfor equi pment, then subsequent and
separate TOT negotiationswould continue from the stage where the equipment has been sel ected.

Note: -

(The RFP in such cases would spell out the requirements of TOT depending upon the depth
of the technology which isrequired, and whose range could cover technology for repair and
overhaul; production from CKD/SKD kitsand production from raw material and components
level. Aspects which are to be included in the RFP in case production from CKD/SKD/IM
kits are given at Appendix ‘L’ to Schedule |. Care should be taken to spell out the selection
criteria clearly. The nominated Production Agency (PA) for the receipt of technology will be
closely associated in the preparation of RFP).

18.  Transfer of Technology for Maintenance | nfrastructure (Asapplicable). The Govt of
India, Ministry of Defenceisdesirousthat the depot level maintenance (third line) and thelifetime
support for the (generic name of the equipment) be carried out through an Indian
private/ publicfirm. You arerequired to select an Indian entity which would beresponsiblefor providing
base/ depot level repairs (third line) and therequisite sparesfor theentirelife cycleof the equipment.
For thispurposeyou arerequired to set up maintenanceinfrastructure and facilitiesfor third linerepairs
in India at the premises of the selected Indian firm as per the terms and conditions laid downin
Appendix‘E’.
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19. Any queries/clarificationsto thisRFP may be sent tothisofficewithin____ daysof issueof this
RFP. A copy of the same may also be sent to (address of the user directorate).

20. A pre-bid meeting will be held at hrs on (date) at

(venue) to answer any queriesor clarify doubtsregarding submission of proposas. Thevendor or his
authorised representativeisrequested to attend. Necessary detailsmay be sent aweek in advanceto
(user directorate), tofacilitate obtaining of security clearance.

21.  TheTechnical and Commercia Proposalsshould be sealed separately (the envel ope should
clearly statethisletter No and thetype of equipment) and submitted together dongwith‘IPand EMD’
totheundersigned at thefollowing addressby _ hourson____:-

Technical Manager (Land Systems) Room No 30, D-2Wing
. SenaBhawan
Asapplicable New Delhi - 110011
Fax No: 23792414

22.  TheTechnica Offer will beopenedat  hourson a thesamevenueasindicated
at para21 above. Thevendor or hisauthorized representativeiswel cometo be present at the opening
of the proposals. Necessary details may be sent aweek in advanceto facilitate obtaining of security
clearance.

23.  TheTechnica Offer will beevauated by aTechnical Evauation Committee(TEC) to confirm
that the equipment being offered meetsthe essentid parametersas e aborated subsequently inthisRFP
at Appendix A. For caseswhereToT for licence production/ maintenanceinfrastructureissought, the
TEC will examinethecompliance of thevendor asper thestated requirementsof RFP. Theregfter, the
vendor of the short listed equipment would be asked to provide the equipment (___ Nos) for trial
evaluation asper trial methodology givenat Appendix AlinIndiaat ‘ No Cost No Commitment’
basis. (The details/ scope of thetrials, if other than NCNC in India, to be included as per the
decisions during AON by the DAC/DPB).

24, For an equipment to beintroduced in serviceitismandatory that it successfully clearsall tests/
trials/evaluations. Thetria eva uation process comprises of thefollowing phases. (SHQ may amend
this paragraph as per the requirement of the proposal):-

@ User Trids.

(b) Technicad and Environmenta Evauation.
(© Maintainability Evduation Trid (MET).
(d  EMI/EMCEvauation.

(e Secrecy Grading (if applicable).

Note:- Cases involving equipment that need to undergo secrecy grading must
incorporate details that the vendors need to provide as part of the technical offer.
These details can be sought based on a Performa to be given by the SAG
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25. Commercid offerswill be opened only of the vendorswhose equipment isshort-listed, after
technical triadlsand eval uation and who have also submitted the of fset offers (if applicable) and these
have been accepted technically. In other words, the equipment would berequired to betria evaluated
and found suitable prior to commencement of any commercia negotiations(if trialsarenot proposed
then the words ‘trials and’ may be deleted).

PART |1: TECHNICAL PARAMETERS

26. Operationa Characteristicsand Features. The broad operationa characteristics and
featuresthat areto be met by the equipment areelucidated at Appendix A.

27.  Technicd Offer. The Technicd Offer must enabledetailed understanding of thefunctioning and
characteristics of the equipment asawhol e and each sub system independently. It must includethe
performance parametersaslisted at Appendix A and any other information pertaining to thetechnica
specificationsof the equipment considered important/ relevant by thevendor. Thetechnical proposal
should dsoinclude maintenance schedul esto achieve maximum |ife and expected life of each assembly/
subassembly (or Line Replaceable Unit (LRU) / Shop Replaceable Unit (SRU)), storage conditions/
environment condition recommended and the resultant guaranteed in-service/shdlf life.

28. Paraapplicableonly for M-ToT cases. Thedetailed scope of the maintenanceinfrastructure
andtheconditionsaredaborated at Appendix ‘E’. A separate proposd for thethird level maintenance
and lifecycle product support should be submitted a ong with thetechnical proposal. The proposa
should clearly lay down the maintenance approach that has been worked out in coordination withthe
selected Indian entity. It should give compliance or otherwiseto the conditionsthat have been el aborated
at Appendix ‘ E’ for establishing the maintenanceinfrastructure.

29. If thereisany associated optiona equipment on offer that should also beindicated separately
along with the benefit that are likely to accrue by procuring such optional equipment. Should the
vendor be contempl ating any upgrades or modificationsto the equipment being offered, the details
regarding these should a so beincluded in the Technical Proposal.

30. Technicd Detals.

@ The technical details should be factual, comprehensive and include specifications of
the offered system / equipment against broad requirements listed in Appendix A of RFP.

(b) Insufficient or incomplete detailsmay lead to rejection of the offer. Mereindication of
compliance may be construed as incomplete information unless system’s specific technical
detailsareavailablein the offer. A format of the compliancetablefor thetechnical parameters
and certain important commercia conditions of RFPis attached as Appendix ‘B’.

31.  Thetechnical offer should have aseparate detachable compliancetableas per format given at
Appendix ‘B’ stating specificanswerstoal the parametersaslisted at Appendix ‘A’. Itismandatory
to append answersto dl the parameterslistedin Appendix ‘ A’. Four copiesof the Technica Proposal
should be submitted (al ong with one soft copy), however only one copy of thecommercia proposa is
required.
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PART 11l : COMMERCIALASPECTS

Commercia Offer

32. Commercid offerswill be opened only of the vendorswhose equipment isshort-listed, after
technicdl tridsand evauation. The Commercid Offer must befirm and fixed and should bevaidfor at
least 18 monthsfrom the date of submission of offer (period may beamended, if required).

33.  TheCommercia Offerswill be opened by acommitteeand if supplier desireshemay depute
hisrepresentative, duly authorized inwriting, to be present at thetime of opening of the offers. The
committeewill determinethelowest bidder (L 1). No negotiationswould be carried out withthe L1
vendor once the reasonability of the price quoted by him isestablished (Thisprovision would be
applicableonlyin amulti vendor cases. For such casesthe aspects of advance/stage payments
if any and all requisite details for the vendor to formulate a comprehensive commercial
proposal be indicated upfront in the RFP so that selection of L1 isfacilitated) The date, time
and venuefixedfor thispurposewill beintimated separately after the eval uationsare compl eted.

34.  Thevendor isrequested to takeinto cons deration the Payment termsgiven at Appendix ‘F
whileformulating the Commercia Offers.

35.  Toassgthesupplierinformulating the Commercial Proposa and to ensurethat al aspectsare
covered, asuggested format isgivenat Appendix‘G’.

Additional Aspects

36.  Thevendorisrequested to confirm hiswillingnessto providetheequipment for trid evaluation
inIndiaon"No Cost No Commitment" basiswhen so requested. (The details/ scope of thetrials,
if other than NCNC in India, to be included in RFP as per the decisions during AON by the
DAC/DPB).

37. Beforethe contract isfinalized, the vendor would berequired to provide Quality Assurance
Plans(QAP) i.e. testsundertaken to assure quality & reliability and providethe Standard A cceptance
Test Procedure (ATP). Director Genera of Quality Assurance (DGQA) (or the concerned Quality
Assurance agency, asapplicable) reservestheright to modify the ATPif necessary. The equipment
supplied by the vendor would be accepted subject to evaluation and clearance by the DGQA. The
vendor would berequiredto provideall test facilitiesat OEM premisesfor acceptanceinspection by
the DGQA team as also train their team. The detailsin thisregard will be coordinated during the
negotiation of contract.

38.  Standard Clauseson Contract. The Government of Indiadesiresthat all actionsregarding
procurement of any equipment aretotally transparent and carried out as per established procedures.
Thesupplier isrequired to accept our standard clausesregarding agents/agency commission, penalty
for use of undueinfluence and Integrity Pact, accessto booksof accounts, arbitration and lawswhich
would be incorporated in the contract. Thetext of these clausesisat Appendix H. The Standard
Contract Document at Chapter V of DPP-2011 (www.mod.nic.in) indicatesthegeneral conditionsof
contract that would bethe guidelinefor al acquisitions. Thedraft contract would be prepared as per
theseguiddines,
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Option Clause (Asapplicable). Theformat of option clauseisplaced at
Appendix J.

PART IV: EVALUATIONANDACCEPTANCE CRITERIA

Evaluation and A cceptance Process.

@ Eva uation of Technica Proposals. Thetechnica proposd sforwarded by thefirms
will be evaluated by aTechnical Evauation Committee (TEC). The TEC will examinethe
extent of variationg/differences; if any, inthetechnica characteristicsof theequipment offered
by variousvendorswith referenceto the QRsand preparea’” Compliance Siatement” shortlisting
thevendors. Theshortlisted vendorsshall be asked to send the desired units of the equipment/
wegpon systemto Indiafor Field Evaluationinvarying climatic, atitudeand terrain conditions.
A staff evauationwill be carried out, which will give out the compliance of the demonstrated
performance of theequipment vis-a-visthereguirements. The compliancewoul d bedetermined
only onthebasisof the parameters specified in the RFP. The staff evaluation will anaysethe
field evaluation resultsand shortlist the equi pment recommended for introduction into service.

(b) Evaluation of Commercia Proposals. The Commercial proposals of the
firmswhose equipment isshort-listed, after technical trialsand eval uation and whose of fset
offershave been accepted technically (if applicable) will only be opened and acomparative
statement will be prepared. Comparison of offerswill also bedoneonthesamebasis. In‘Buy
(Global)’ caseswhilecarrying out evaluation of bidsto determineL 1, inorder to neutrdizethe
impact of taxes and duties payable by Indian industry the following guidelineswould be
followed:-

(0] In case of foreign supplier, thebasic cost (CIF) quoted by him should be
the basisfor the purpose of comparison of varioustenders.

(i) In case of indigenoussuppliers, exciseduty onfully formed equipment
would be offloaded.

(iir) Salestax and other local levies, i.e. octroi, entry tax etc would beignored
incaseof indigenous suppliersincluding Defence PSUs/ OFs.

(v)  Thepayment conditionsshould besimilar for domestic private suppliers,
Defence PSUs/Ordnance Factoriesand theforeign suppliers.

Thevendor quoting lowest price (L 1), asdetermined by Contracts Negotiation Committee
(CNC), would beinvited for negotiationsby CNC. DCF method would beused for evaluation
of bidsasgivenin Appendix F, whereapplicable.

© Contract Conclusion/ Placement of Order (Asapplicable). The successful conclusion
of CNC will befollowed by contract conclusion/ placement of order (Asapplicable).
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Conditions under which thisRFPis|ssued

41.  ThisRFPisbengissued with nofinancid commitment; and the Ministry of Defencereserves
theright to withdraw the RFP and change or vary any part thereof or forecl ose the procurement case
at any stage. The Government of Indiaal so reservestheright to disqualify any vendor shouldit beso
necessary at any stage on groundsof National Security.

42. Please acknowledge receipt.

Yoursfaithfully
( )
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AppendixAto Schedulel

(Refersto Paras 1, 23, 26,
27,30 (a) & 31 of RFP)

OPERATIONAL CHARACTERISTICSAND FEATURES

Thisinformation would bedifferent for various equipments. Assuch only theguidelinesfor

formulating thisAppendix have been stated here. Theinformation provided hereflowsfrom the SQR
and must containthefollowing:-

2.
equip!

Notes:-

1.
2.

@ The purposefor which thisequipment isneeded or in broad outlinesthe capabilities
that are needed. For exampleinthe case of WLR:-

"The WLR should be ableto provide accurate | ocation of enemy guns, mortarsand
rocket launchers(in al typesof terrain) to enable ownfire delivery meansto engagethem
effectively. Inaddition it should also providelocation of own shell burst to enable correction of
fire"

(b) Technica Parameters.  All technical parameterslisted inthe SQR intermsof size,
weight, performance, operating environment, power, torque, preservation, utility life, storage,
shelf lifeetc, should be specified.

(© Additional Features.  If any, should ad so beexplained.

Based on aboveguidelines, thisAppendix should beformulated very carefully for each typeof

ment.

For repeat order casesthereference of the earlier contract / supply order should be given.

The specifications/ parameters of the equipment given here should be as per the approved

GSQR/DPR/OR and no changes/ amendments be donethereto.
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AppendixAlto Schedulel
(Refersto Para 23 of RFP)

TRIAL METHODOL OGY

Tria Methodology for checking SQRsasgiveninthe RFPshould beformul ated and mentioned
inthisAppendix by SHQ.
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Appendix B to Schedulel

(Refersto Para30 (b) of RFP)
COMPLIANCETABLE
FOR (Equipment name)
Ser No Requirement asper the RFP Compliance/Partid | Indicatereferences
Compliance/ Complianceof Paras/
Deviation Sub Parasof theMain
Technica Document

Technica Parametersasper Appendix A

Commercial Parameters as per RFP

Performance-cum-Warranty Bond as
per Para___ of RFP

Advance Bank Guarantee Bond as
per Para___ of RFP

Integrity Pact Bank Guarantee
asper Para___ of RFP
(indicateamount of IPBG)
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Appendix C to Schedulel
(Refersto Para5 of RFP)

DRAFT WARRANTY CLAUSE
(To be amended as per requirement and no blanks to be left)

1 Thesdler warrantsthat the goods supplied under thiscontract conformto technical specifications
prescribed and shal perform according to the said Technical Specifications.

2. The seller warrants for a period of --- months/ years /operational hours from the date of
acceptance of stores by Joint Recelpt Inspection Team or date of installation and commissioning
whichever islater (as applicable on caseto case basis), that the goods/ stores supplied under this
contract and each component used inthe manufacturethere of shall befreefrom all typesof defects/
falures

3. If within the period of warranty, the goods arereported by the Buyer to havefailed to perform
asper the specifications, the Seller shall either replace or rectify the samefree of charge, maximum
within___ daysof notification of such defect received by the Seller, provided that the goods are used
and maintained by the Buyer as per instructions contained in the Operating Manual . Warranty of the
equipment would be extended by such duration. Record of the down timewould be maintained by
user inlog book. Sparesrequired for warranty repairsshall be provided free of cost by Seller. The
Sdller also undertakesto diagnose, test, adjust, calibrate and repair / replace the goods/ equi pment
arising dueto accidents by neglect or misuse by the operator or damage due to transportation of the
goodsduring thewarranty period, at the cost mutually agreed to betweenthe Buyer andthe Seller. The
&dler shall intimatethe assignable cause of thefailures.

4, Sdller hereby warrantsthat necessary service and repair back up during thewarranty period
of theequipment shal beprovided by thesdller and hewill ensurethat thedowntimeiswithin__days
of the warranty period at any one time from the notification of such defects and not exceeding a
cumulativeperiodof __dayswithin warranty period.

5. In casethe compl ete ddlivery of Engineering Support Packageisdelayed beyond the period
stipulated in this contract, then the Seller undertakesthat the warranty period for the goods/ stores
shall be extended to that extent.

(Note:- Wherever applicable the clause related to MTBF related warranties may be added as
part of this Appendix)
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Appendix D to Schedulel
(Refersto Para7 of RFP)

REPAIRAND MAINTENANCE PHILOSOPHY

Note: (The Repair and Maintenance Philosophy isonly indicative and pertainsto a particular
service. SHQ concerned may amend this as per their requirement. No blanks to be left).

1 Thevariouslevelsof repairsare explained in succeeding paras. (However, all levels may
not be applicable to all types of equipment. As such the type of repair facility required for the
equipment for which the RFP is being issued should be stated clearly by modifying the
succeeding paras).

Unit Repairs

2. Thesearerepairscarried out within the unit hol ding this equipment with toolsgenerally held
withinthe unit or supplied by the manufacturer with each equipment or asper scaling of 1:10 or any
other scaling recommended by the manufacturer asper population held inthe unit.

3. These pertain to cleaning, lubrications, minor repairs and replacement of componentsand
minor assembliesthat can be carried out in field without any sophisticated tool s or test equipment.

4. For carrying out such repairs, the manufacturer isrequired to provide thefollowing:-
@ Tableof Toolsand Equipment (TOTE) with each equipment including operatorsmanud.

(b) Scaling of specid toolsand sparesasexplained at para2 aboveincluding Maintenance
manud.

Field Repairs

5. Thesearerepairscarried out inthefield by technicians specialy trained for this purpose and
wherethe required specid toolsand spareshaveto be provided. Theserepairs comprisereplacement
of mgjor assembliesand other components beyond the scope of unit level repairs. Normally afield
work shop that carriesout such repairslooksafter threeto four unitsholding the said equipment.

6. Themanufacturer isrequired to providethefollowing:-

€) Quantity and specification of spares that need to be stocked for a population of
equipment.

(b) Specia Maintenance Toolsand Test Equipment that need to be provided to each such
field work shop. (The total number of such facilities would also have to be stated
based on deployment pattern of the concerned equipment to carryout total costing).

© All necessary technicd literature.
(d) Miscellaneousaspects, if any (viz. All necessary technicd literature.).
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Intermediate Repairs

7. Theseareextensiveor specid repairscarried out for afew equipment inthefield to reducethe
down time. (Include this only if applicable for the equipment being procured and state the
action required from the manufacturer).

Base Repairs

8. TheIndian Army would like to avoid dependence on the manufacturer interms of factory
repair. Thusal repairsincluding repairsto components, subassembliesand overhaul of the complete
equipment are carried out by thisfacility.

9. Depending onthe population of the equipment, oneto fivesuchfacilitiesmay beestablishedin
Indiafor this purpose (The actual No would have to be stated for costing).The manufacturer is
requiredto providethefollowing:-

€) All Specid Maintenance Tools, jigs, fixturesand test equipment for carrying out repairs
up to component level.

(b) Quantity and specification of spares, sub assembliesasper popul ation expected to be
maintained.

(© Oilsand lubricantsnecessary for overhaul.

(d) All necessary technica literature.

(e Cdlibrationfacilitiesfor test equipment.

Manufacturers Recommended List of Spares(MRLS).

10. Based on the explanation given above, you are requested to provide MRL S to sustain the
equipment for aperiod of ---- yearsfor variouslevelsof repair asper format given at Annexurel to
thisAppendix. Youwill berequired to provide these both with Technical and Commercia proposals.
(In case where the equipment has been in usage the spares would be sought by SHQ, on the
recommended list to be furnished by the maintenance agency, based on the exploitation of
the equipment, and NOT as per MRLYS)

11. Whilewiththecommercid proposd, theactua costsof each component/sparewill beprovided,
inthe case of Technical Proposal thesewill bereflected asL ow Cost/ Medium Cost/High Cost. A
guidelinefor thispurposeisasunder:-

@ Low Cost. Lessthan 2% of theunit cost of the equipment/sub system.
(b) Medium Cost. 2to 10% of the unit cost of the equipment/sub system.
(© High Cost. Greater than 10 % of the unit cost of equipment/subsystem.

12. If the complete equi pment comprisesanumber of different sub systems, for egitiscoming
mounted on avehicleor isprovided with astand for mounting or isinclusive of agenerator or anair
conditioner or hasasight, the MRL Smust be provided separately for each such sub system.
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Special Maintenance Tools and Test Equi pment

13. Thisisto beformulated inasimilar manner asexplained for MRLS. A suggested format is
givenat Annexurell tothisAppendix andisto beincludedin both Technica and Commercid Proposas.
The cost column may beleft blank inthe Technical Proposal.

Technical Literature

14.  Thedetailsof technical literatureto be supplied with the system should belisted asper the
suggested format at Annexurel 11 to thisAppendix. Thisshould be provided with both Technica and
Commercia Proposas. The cost columnmay beleft blank inthe Technical Proposal.

Miscellaneous Aspects (Applicable only when trials are required)

15. In cases where the equipment isrequired to undergo trials, the equipment will also be put
through Maintenance Eval uation Test. Based on thiseva uation and in consultation with the supplier,
theMRL Smay berefined.

16. During user trialsit may be brought out that the equipment i sacceptabl e subject to carrying out
certainmodifications/ improvements.

17. Maintainability Evaluation Tridls(MET). Thisiscarried with aview tofacilitate provisioning of
effective engineering support during life cycle of the equipment. Thiswould involve stripping of the
equipment and carrying out recommended tests and adjustments and establishing adequacy of
mai ntenancetools, test equipment and technical literature. To facilitate thisprocessthe supplieris
requiredto providethefollowing :-

€) Technical Literature.
() User Handbook/OperatorsManua in English and Hindi.
(i) Design Specifications.
(i)  Technicd Manuas.

(a8 Partl. Tech description, specifications, functioning of various
sysems.

(@b) Partll. | nspection/Maintenancetasksrepalr procedures, materids
used, fault diagnosisand use of Special Maintenance Tools (SMTs)/Special
Test Equipment (STES).

(ac) Partlll. Procedure for assembly/disassembly, repair up to

component level, safety precautions.

(ad) PatlV. PartlistwithdrawingreferenceandList of SMTYSTES
Test Bench.

(iv) Manufacturers Recommended List of Spares(MRLYS).
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v) [llustrated Spare PartsList (ISPL) and along with the pricesinthe
Commercid offer.
(vi)  Technical Manua on STE with drawing reference.
(vii)  Complete Equipment Schedule.
(viii)  Tableof Tools& Equipment (TOTE) & carried spares.

(iX) Rotablelist, hormsof consumption, mandatory/ non mandatory spares

list for each system.

(b) Oneset of Gauges

(© Oneset of Speciad Maintenance Tools(SMTS).
(d) Oneset of Specia Test Equipment (STES).

(e Servicing Schedule.

)] Condemnation limits.

(o)) Permissiverepair schedule.

(h) Packing specifications/ingtructions.

)] Design Specifications.

(k) Any additional information suggested by the OEM.

18.  Vendorsquoting lesser ESP/ MRLSintermsof range and depth will have to make good the
deficiency. Thevendorsquoting surplusitemsin ESP/ MRL S should agreeto buy back the surplus

gpares as per para9 of the RFP.

19.  Thefollowing may aso benoted:-

@

The requirement of training and associ ated equipment must be clearly specifiedin

Part | and detailesshould be placed asper AnnexurelV to thisappendix.

(b)
©

Thecosgtsfor aggregatesand training must only beindicated inthecommercid proposa.
Sufficiency clauseintermsof ingtallation material and spares should aso beincluded

(as suggested by the SHQ).
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Appendix E to Schedulel
(Refersto Para 18 and 28 of RFP)

GUIDELINESAND CONDITIONSFOR ESTABLISHING MAINTENANCE
INFRASTRUCTUREWITHAN INDIAN FIRM

Note: (Theseguidelinesand conditionsareindicative. These may vary as per thetypeof service/
equipment and theintended requirements. SHQ concerned may amend these as per their requirement.
No blanksto beleft).

1 TheGovt of Indig, Ministry of Defenceisdesirousthat the depot level maintenance (thirdline)
and the life time support for the (generic name of the equipment) be carried out
through an Indian private/ publicfirm. You may chooseany oneof thefollowing firmsfor thispurpose--
(. Thesefirmswould normally be DPSUs OFB/ RakshaUdhyog Ratnas (RURS) or any other firmas
selected by the DDP).

@
(b)

2. Scope of Maintenance. Itisdesired that the Indian entity selected should be ableto accomplish
thefollowing towards providing mai ntenance support for thelife cycle of the equipment:-

@ Carry of depot leve repairstoincluderepair of mgjor assemblies, sub assembliesand
of theequipment.

(b) Provision of sparesfor theunit leve, field level andintermediateleve repairsfor the
entirelife cycleof the equipment. The scope of theserepairsise aborated subsequently. You
arerequired to take into cons deration these aspects while preparation of your maintenance
plans. Initially the spares would be in the form of MRLS for aperiod of __ years. The
provision of sparessubsequently would bethrough theidentified I ndian entity through aseparate
contract.

3. Maintenancelnfragtructure.  To enablethe Indian entity to providelifetime maintenance
support intermsof sparesand depot level, itisessentia that thefacilities, asgiveninthe subsequent
paras, areestablished/ availablein Indiaat the premises of the selected Indian entity.

Note Thefollowingisjust for astheguideinesand would vary on caseto case basis. The SHQ will
haveto work out the exact detailsprior to issuing out the RFP.

4. General.

@ ToT shdl beprovidedto thedesgnated MantenanceAgency for “D” leve maintenance
of arcraftincluding

() Airframe
()  Engines
(i) Accessories (Equipments)

(b) Full TOT for thefollowing systemsfor overhaul and repair ismandatory:
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(0] Air Frameincluding metallic and composite structures, empennage,
@i Canopy, Radome, Special process, Casting & Forgings

(iir) Hight Control Systemsincluding FBW hardware and software

(iv) Landing Gear systemincluding all castingsandforgings

V) Electrica and Avionicssystemsincluding Cockpit display systems

(W) | nstruments, Communi cation and Navigati on equipment, Power generation
and distribution systems.

(vii)  Power Plant Systemincluding FADEC, Engineaccessories, Turbine,
NGV and compressor blades

(viii)  Hydraulic Systemincluding pumps, servo actuatorsaong withitsspool
& deeve

(X))  Whedsand brakessystem

) Fud Sysemindudinginflight refuelling

() Environment systemincluding OBOX, Pneumatic system
(xii)  Ejection Seat

(xii)  Weapon Systems|ntegration, hardware and software.

(© TheTOT shdl befor “D” level maintenanceto cover Airframe, Engines, Avionicsand
other aggregates. . It shall be comprehensive and shall cover al aspectsof maintenanceup to
thelowest level whichwill enablethe MaintenanceAgency to, repair, overhaul, support and
maintainthelicenseproduct. TOT shal includethe detail sthat are needed to givedisposition
during the mai ntenance on deviation/ concession; modify/ upgrade the licence product and
subdtitute partsand systems of thelicence product asrequired by the certifying agency and the
malntenance agency.

(d) The OEM isrequired to providethelatest version of configuration control document
which will provide detailed break down of the product structure in terms of lower level
subsystems/ assemblies sub-assemblies/ modules/ detail parts/ PCBS wiring diagramsetc
withtheir latest modification status.

(d) Vendor should submit an undertaking that hewould provide & support complete TOT
for maintenanceto the buyer or hisauthorized Indian Organisation for the System anditssub-
systems, modules, assembliesand detail ed parts’ components.

(e Vendor should submit an agreement that the buyer or hisauthorized Indian organisation
reservestheright to gpproach directly the OEM sof the Sub- Systemsfor smilar TOT agreements
andthat asaMain Contractor hewill bethennoda agency to providetota support and facilitate
such ToT agreements.

Documentation.
@ The TOT Documentation to be provided by the OEM shadl bein Englishlanguagein
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Electronic and hardcopy formats, and include documentation under thefollowing heads:- (If
required vendors may quotetrand ation charges separately to enabl ethe production agencies
to decidewhether to undertake the trand ation themselves or to seek the English version of the
documentation from thevendor).

(0] “D” level Maintenance documentationin ATA100/ATA i Spec 2200.
(i) Engineering documentationincluding specid process.

(iir) Software documentation including source code, build environment
and utilities.

(iv) Detailsof Specia toolsand Test equipments, Jigs& Fixtures.

v) OEM’s Standard Technical Manuals.

(Vi) Illustrated parts cataloguewith pricelist.

(vii)  Sourceidentificationfor BOIsand subcontracted items; standard parts
consumablesetc.

(vii)  Mandatory sparesreplacement listsand price cataloguefor O,I, and D
level maintenances.

(b) The OEM isrequiredto furnish "Compliance Statement’ in respect of each type of
Documentation listed above. Non-Compliance by the OEM against any of the documentation
requirements depending uponitscriticality will have an adverse bearing in the eval uation of
ToT proposal.

(© The documentation to be supplied by the OEM shall be that which isused by the
OEM or itssub contractorsfor the purpose of maintenance of thelicensed product intheir
Plant. The OEM will ensure completeness and exhaustiveness of the documentation for the
purpose and work to be performed by the mai ntenance agency for maintenance/overhaul of
thelicensed product in hisplant. Wherever gpprova of certification agency isrelevant, gpproved
documentswill be provided. Certification standards asfar aspossiblewill berelevant MIL
Specsor asmutudly agreed withthe User’ sCertification Agency. All the certification documents
generated for obtaining certification in the country of originto be supplied. Further, vendor
should supply such documentation asmay berequired by thelndian Certification Authorities.

(d) The OEM shall aso provide the data in respect of MTBF, MTBO, MTBR, and
Reliability of the product being offered.

(e Labour hours. OEM should indicatether stabilized |abour hoursand Turn around
timefor each 3level sof maintenance clearly indicating thelearning curve adopted.

Special Technologies Processes. The OEM shall mentioninthe ToT proposal about

specid technologiesand specid coatingsand tregating processesa ong with detail sof plant and machinery
vis-avisspecific components’ assemblies. For identifying the augmentation needsto plant and machinery
availablewith the production agency, if required vendor specidistsshal visit production agency before
submission of technicad and commercid bid.
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Capitd Investment. OEM to providetheir assessment of plant and machinery required

including floor spacerequired for the 3level sof maintenance assuming that thisproject will behandled
asanab-initiogreenfield project.

8.

0.

Specia Maintenance Tools (SMTs) and Special Test Equipment (STES).

€) OEM shall provide complete technical data of the SMTs and STEs used in the
Maintenance of Product. Thisinformation shall also includethe datafor manufacture and
maintenance of the SMTsand STEs. Detailson manufacturing hoursareto be provided.

(b) Detailsof specia category test equipmentsalong with test rig/ test set up shall dsobe
provided. Wherever softwareisused, detail sof the softwareincluding Source Code shall be
provided.

(© OEM shall providedetailsof calibration and periodicity of calibrationin respect of
SMTsand STEs. Details of master tester and associated special facilitiesrequired for this
purpose (with source of supplies) will be provided by the OEM.

(d) OEM shdl provide compl etetechnical dataof Ground handling and Ground support
equipment used in the Production assembly, test and Maintenance of Product. Thisinformation
shdl dsoindudethedatafor manufactureand maintenanceof thesame. Detail son manufacturing
hoursareto be provided.

Standard tooling and Genera Industria requirement. OEM to provide list /

Technica detallsof sandard tooling and generd indudtrid requirement for carryingout “ D” maintenance.

10.

Training of Indian engineers/ Technicians.

@ Aspart of TOT, Industria Training required by the Production Agency toredisethe
Fully Finished Product from SKD, CKD and IM kitsand for providing component level
mai ntenance support to the Customer shal be provided by the OEM. Thelndustrial Training
shall bein English language, comprehensive, covering all aspectsof “O’. ‘I’ AND ‘D’ leve
maintenance of the product down to sub-assembly, modules and PCB level. Apart from
classroom training covering the critical aspects, due emphasiswill be given to on-the-job
traning.

(b) All aspects of softwareincluding usage of source code, its build environment and
utilities, areto becomprehensvely covered during the softwaretraining modulewith aview to
enable Maintenance Agency’ ssoftware Engineersundergoing training to acquire skillsin the
use, mai ntenance and update of the software.

© Industrid Training shal bein OEM’splants, and/ or in the plantsof itssubcontractors,
associates, principalsand subsidiaries asthe casemay be. OEM shall ensurethat suchtraining
isorganized at thetimewhen OEM hasthe product under productioninitsplant or in the plant
of itsvendors.

(d) OEM ghdl providecompletedetallsof Indugtrid Training programmewhichwill include
scope, location, number of trainees and the duration for each phase of training in terms of
instructor man weeks. Such Industria Training programme shall be mutually agreed upon
between OEM and Maintenance Agency.
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(e Detailsof thetraining shall be sub divided into batcheswith the date of start for each
batch, duration of training etc, aswill be agreed upon by OEM and Maintenance Agency
subject to over all training schedule.

® Detailsof Industrid and user Training programme recommended by the OEM shdl be
provided as an annex to the technical proposal. OEM shall provide details regarding the
training aidsand Ssimulatorsrequired at the M ai ntenance agency and at user locations.

11. Technicd Assigance. Aspart of ToT, OEM shall providerequisitetechnical assistanceto
the Maintenance agency during the maintenance programme of the product in India. The details of
such technical assistance considered necessary by the OEM shall be provided as an annex to the
technical proposal. Thetotal Technical Assistance package shal bein number of man weeks spread
over number of missions. OEM shall provide question/ answer serviceand modification advicesduring
thelifecycleof the product at no additional cost.

12. Spare partslist. OEM based on their experience may providethe 10 off sparesrequirement
for the 3 levelsof maintenance separately. Spareswhich areto be mandatorily replaced during the 3
level sof maintenance should beidentified and high lighted. For standard spares*NATO” codesmay
be provided against the respective spares.

13. Raw materialsand consumables. OEM to providelist of raw materid and consumables
required during the 3levelsof maintenance programme.

14. Ddlivery Schedule. OEM shall provide complete schedulefor transfer of documentation,
providing of Training and Technica Assstance, supply of Spares, SMTs, STES, Toals, Jgsand Fixtures
ordered on OEM to match the overall maintenance programme. The Documentation for aspecific
phase of training shal be provided one month prior to the commencement of training for that phaseto
enablethetrainees study documentation prior to thetraining. Specimen format for providing delivery
scheduleisat Annexure 1.

15. Lifecyclecost. OEM shall provide al the details like Operating cost, Maintenance cost,
Overhaul cogt, training cost etc per squadron of aircraft , required to estimatethe Life cycle cost of the
arcraft.

16. Long Term Product Support. OEM shall ensurethat the product support including supply
of sparesand management of obsolescencefor thelifeof the product (minimum 30 yearsfromthedate
of delivery of thelast aircraft by the production agency) shall be availableto the Maintenance agency/
itscustomer.

17. Warranty.

€) Documentation. OEM shall warrant that the documentation supplied shall beidenticd,
completeand of equal quality asthedocumentation used by himinitsown activitiesand shall
be accurate and completefor the 3 level sof maintenance and shal provide updatesincluding
M odificationss/ improvements during the life cycle of the product/ tenure of the Licence
Agreement.

(b) Materia/ equipment/ kit supply. Itemssupplied should befreefrom any defectsarising
from faulty materid, design or workmanship and should be guaranteed for quality/ satisfactory
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performancefor aperiod of minimum 12 calendar months/360 flying hourswhich ever islater
, from the date when the stores are delivered to Production Agency. During thiswarranty
period, defectsarising from faulty material, design or workmanship, shall beremedied by
OEM at hisown cost. If it becomes necessary, the OEM should replace any defectiveportion
of the goods or replace the material/ equipment as awhole without any additional cost to
production Agency.

18. Performance Guarantee. OEM shdl guaranteethe performance of the product todesign
specificationsat the production agency/ end customer locations.

19. Globd rights.  OEM should clearly indicatethe extent of Global rightswhichthey would be
willing to offer to the Indian Production agency.
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Appendix F to Schedulel
(Refersto Para34 of RFP)

PAYMENT TERMS
(No blanks to be |eft)

Termsof Delivery and Payment

1.

Thedédlivery of goodswill bebased on:-

@ For Foreign Vendors. Free on Board (FOB)/FAS/FCA / Carriage and Insurance
Paid to (CIP)/ Cogt, Insurance and Freight (CIF) CFR/CPT_/_/ and consigned to
(Port/Air Port) with the ultimate consignee as .

(b) For Indian Vendors. FO.R (Station Dispatch)/ F.O.R (Destination) / ex. Workswith
ultimate consigneeas .

Payment.

€) Vendorsmay formulatetheir commercia offerson theassumption that amaximum of
15 % of the contract valuewould bereceivable as advance, which would haveto be supported
by aBank Guarantee (BG) of afirst classBank of internationa repute.

(b) TheBuyer reservestheright to eval uate the offersreceived by adopting Discounted
Cash FHow (DCF) method with adiscounting ratein consonancewith theexisting government
borrowing rate. DCF method would be used for eval uation of bidsin thefollowing cases: -

(0] To comparedifferent payment terms, including advance paymentsand
progressive stage paymentsto the vendors so asto bring them to acommon
denomination for determining lowest bidder.

(i) To deal with caseswhere enteringinto AMC for period in excess of one
year ispart of the contract for evaluating for thelowest bid.

(iir) L ease— purchase options.

(iv) Detailed modditiesfor applying DCF techniqueareat Annexurel tothis
Appendix.

Letter of Credit

3.

The Seller will give anatification to the Buyer about the readiness of goods for dispatch

minimum 45 days prior to the delivery of the consignment. Consequent on receipt of the above
notification, the buyer shal open the L etter of Credit beforeexpiry of thisperiod of 45 daysprovided
the Performance-cum-Warranty Bond for the val ue of the contract hasbeen recieved.
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4, TheL etter of Credit shal bevaidfor daysand shall dlow payment againgt the presentation
of thefollowing documentsto the Bank:-
€)] Origind “CleanonBoard’, Bill of Lading/Airway Bill (Origind Copy)
(b) Commercid Invoice(Origina Copy)

(© Inspection Acceptance Certificate demonstrating compliance with the technical
specifications of the contractor to beissued by the beneficiary.

(d) PackingLigt.

(e Certificate of Originduly stamped by the Seller’s Chamber of Commerce.
® Certificate of current manufacture.

(o)) Insurance and freight documents (in case of CIF contracts).

(h) Landing certificateissued by Port Authority (in case of CIF contracts).

5. The payment will be madethrough an Irrevocable L etter of Credit intermsof provisionsof
Uniform Customsand Practicesfor Documentary Credit (UCPDC). An LC can beestablishedinany
of the Four Public Sector Banksi.e. S.B.l , Bank of Baroda, CanaraBank or Syndicate Bank.

Bank Guarantee (BG) against Advance Payments

6. The SELLER isrequiredto furnish BGsfor advance remittances/performance-cum-warranty
bond, which areto beissued by banksof international repute and the details of the bank haveto be
furnished inthecommercial offer. Inthismatter, Ministry of Defencewill be advised by Parliament
Street branch of State Bank of India, New Delhi asto whether to get BG from aforeign bank confirmed.
Theguidelines on confirmation of BG of foreign banksby Indian Banksare at Annexurell tothis

Appendix.

Performance cum Warranty Bond

7. A Performance cumWarranty Bond of 5% of value of the Contract would befurnished by the
sler intheform of aBank Guarantee. Foreign bidderswill submit the samefrom afirst classBank of
internationa reputefor which detailsof thebank areto befurnished inthecommercid offer. MoD will
beadvised by SBI, Parliament Street asto whether theforeign bank isafirst classbank of international
repute before taking a decision whether the Performance cum Warranty Bond should be further
confirmed. Incaseof Indian bidders, thebondsarerequired to befurnished from apublic sector bank
or aprivate sector bank authorized to conduct government business (ICICI Bank Ltd, AxisBank Ltd
or HDFC Bank Ltd). Confirmation of the samefrom SBI isnot required. The Performance-cum-
Warranty Bond should bevalid for aperiod of three months beyond thewarranty period as specified
inthe contract and should be furnished within 30 days of signing the contract.

8. | ndemnity Bond. With regard to Payment Clauses including Bank Guarantee for
Advance and Performance cum Warranty, for Defence PSUs being issued RFPs as a nominated
production agency or onan ab-initio singlevendor bas's, submission of BGsneed not being sted upon.
They should givelndemnity Bond. Format for Indemnity Bondisgivenat AnnexurelV tothisAppendix.
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Inspection

9. Pre Dispatch Inspection (PDI) would be at the discretion of the customer. Inaddition JRI may
alsobecarried out. If itisPDI, the vendor shouldintimate at |east 45 daysprior to the day when the
equipment isto be offered for PDI to enable our QA personnel to be availablefor ingpection. In case
of JRI, therepresentative of the vendor may be present for ingpection after the equipment reachesthe
concerned depot. The vendor would beinformed of the datefor JRI.

Liquidated Damages (L D)

10. Intheevent of the SEL L ER'sfailureto submit the Bonds, Guaranteesand Documents, supply
thestores/goodsand conduct trids, ingta lation of equipment, trainingand MET asper schedulespecified
inthiscontract, the BUY ER may, at hisdiscretion withhold any payment until the completion of the
contract. TheBUY ER may a so deduct fromthe SEL L ER asagreed, liquidated damagesto the sum
of 0.5% of the contract price of the delayed/undelivered stores/services mentioned abovefor every
week of delay or part of aweek, subject to the maximum value of the Liquidated Damagesbeing not
higher than 5% of the value of delayed stores.

ExchangeRate Variation (ERV)

11. Exchange Rate variation shall be applicablefor Rupee contractswith Indian Vendors, based
on RFPsissued under the catagory ‘Buy (Global)’ . ERV, however shall not be applicablein cases
catagorised as‘ Buy (Indian)’ except for DPSUsin abinitio Single Vendor cases or when nominated as
Production Agency. Theguiddineson protection of Exchange Ratevariationaregiven at Annexurell|
tothisAppendix.

Payment Termsfor Indian Vendors

12.  Vendorsmay formulatetheir commercia offer on the assumption that amaximum of 15% of
the contract value would be receivabl e as advance which would have to be supported by a Bank
Guarantee (BG) of afirst classIndian Scheduled Bank. Balance payment will bemadeon__ %on
proof of dispatch and inspection noteissued by theinspectorsand % will be paid on recel pt of
storesin good condition by the ultimate consignee. A certificateto that effect will be endorsed onthe
copy of ingpection notewhich shal accompany thebillssubmitted by thesupplier. The payment will be
madeby HQ PCDA, New Delhi on production of following documents:-

€)] Commercid Invoice(origina copy).
(b) ContractorsBills.

(© Inspection Acceptance Certificate demonstrating compliance with the technical
specifications of the contractor to beissued by the beneficiary.

(d) PackingLigt.
(e Cetificateof Origin.
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)] Warranty Certificatefrom thevendors.
Note:- For DPSUs payment termswould be as per thelatest MOU invogue.
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Annexurel toAppendix F
(Refersto Para2(b) iv)

DETAILED MODALITIESFORAPPLYINGDCFTECHNIQUE

1 Net Present Vaue (NPV) isavariant of DCF method which isto be used for evaluation of
tenders. The Net Present Va ue of acontract isequal to the sum of the present values of al thecash
flowsassociated withit. Thefollowing formulaisto be used for calculating NPV of atender bid

_ An.
Where, NPV =S T

NPV = Net Present Value

A = Expected cash flow for the period mentioned by the subscript

I = Rateof interest or discounting factor

t = The period after which payment isdone

n = Payment schedul e asper the payment termsand conditions

When choosing among the various bidsfor the contract, the bid with thelowest NPV should

be selected.
2. Theapplication of the Net Present ValueAnalysisin defence procurement would involvethe
following 5 steps.

Step 1. Selection of thediscount rate.

Step 2. 1dentifying the cash outflowsto beconsideredintheanaysis.
Step 3. Establishing thetiming of the cash outflows.

Step 4. Cdculatingthenet present value of each dternative.

Step 5. Sdlectingthe offer with theleast net present value.

3. Discounting rate to be used under the method isto be the Government of India slending rate
on loans given to State Governments. These rates are notified by Budget Division of Ministry of
Financeannually. Thelatest oneisMinistry of Finance OM No F. 5 (3)-PD/2004 dated 30 October
2008 (as per which the borrowing rateis 9%).

4, Thefollowing clauseisto beincorporated in the RFP:-

“ The Buyer reservestheright to evaluate the offersreceived by adopting Discounted Cash
Flow (NPV) method with adiscounting rate of ---%.”

5. The above clause will serve as amodel and will need to be moderated according to the
requirementsof gpecific contractsand the areaswherethe evauation by DCFislikely to be undertaken
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(e.g. AMC, or different paymentstermsor lease purchase optionsetc.). Thecriteriafor evaluation
under thismethod isto be clearly stated to ensure transparency.

6. Suitable M odd for Structuring Cash Flows

@

(b)

Structuring Cash Flowsfor Tenders Bids Recelved in the Same Currency.

(0] Thefirst step would beto excludethe unknown variableslike escalation
factorsetc whiledetermining the cash flows.

(i) Thereafter, the cash outflows expected as per the contract schedulefrom
different tenders should be taken into consi deration and wherethe cash outflows
arenot availablefrom thetender documentsthe same should be obtained from
thevendorsby the CNCs.

(iir) Oncetheoutflowsof different tendersbecomeavailable, NPV of different
tendersisto be ca culated using the formulagiven above and select the one
having lowest NPV.

Structuring Cash Flowsfor Tenders/ BidsReceived in Different Currency.

(0] Wherebidsarerecevedindifferent currencies'combination of currencies, the
cash outflow may be brought to acommon denomination in rupeesby adopting abase
exchange rate as on the day of opening of price bids. Thereafter, the procedure as
described abovein the case of tender bidsreceived in the same currency should be
appliedtoarriveat NPV. Conversion of foreign currency bidsinto rupeeisto bedone
by taking into account the BC slling rate of Parliament Street Branch of State Bank of
India, New Delhi onthe date of the opening of pricebids.

(i) Any standard software for example *Excel’, ‘Lotus 1-2-3' or any other
spreadsheet, which comes preloaded as part of apersona computer could be used
for NPV andysis.
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Annexurell toAppendix F
(Refersto Para6)

GUIDELINESON CONFIRMATION OF BANK GUARANTEES(BG)
OF FOREIGN BANKSBY INDIAN BANKS

1 Intermsof Reserve Bank of India sguiddinesissued videletter NOAP(DIR Series) Circular
No 15 dated 17 September, 2003, al remittances of foreign exchange beyond US$ 100,000 areto be
against BGs/stand by letter of Credit from banks of international repute. Accordingly, Ministry of
Defencewill obtain Bank Guarantees (BGs) from foreign suppliersfrom banksof internationa repute
for:-

€) Advancespaidtothem.
(b) Performance of contractsas Performance BGs.
(© Warranty bondsto ensurewarranty support of equi pments supplied by thevendors.

2. To ascertain whether BGsgiven by foreign vendorsare from banks of international repute,
Ministry of Defencewill be assisted by Parliament Street Branch of SBI.

3. With aview to ingtitutionalize the procedure to be adopted for obtaining advice of State Bank
of Indig; an* Arrangement L etter’ has been signed with SBI which coversthe servicesthat SBI will
offer.

4, While CNC commencesitscommercia deliberations, parallely SBI'sadviceonthe BG will
be sought. Theadvisory roleof SBI will be put to action in thefollowing manner:

@ Onreceiving detailsof BG proposed to be submitted by the vendor, the matter
istobereferred to SBI.

(b) SBI will render itsadvicewithin 7 daysfrom the date of receipt of reference/
detailsof theBG fromMaoD.

(© SBI’sadvicewill beasfollows:-

() In case BG isfrom abank of international repute and country ratingis
satisfactory, SBI will advise MoD to accept BG without need for confirmation of
the BG by an Indian bank.

(i) In casetheadviceof SBI isthat the BGisnot from abank of international
reputeand/ or aconfirmation of alocal bank isrequired to be obtained by MoD,
thevendor will beasked by MaoD toinstruct itsbanker to mutualy settletheissue
of BGwith SBI whowill inturnadviseMoD regarding further action to betaken.

(iir) Only in casethe vendor’s bank isunableto settletheissue of BG with
SBI, the matter will bereferred back to MoD by SBI.

(iv) In such cases, asrequired, MoD will associate SBI officialsin Contract
Negotiation Committee (CNC) for settling theissue of BG with thevendors.
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v) In case at any stage SBI advisesMoD to go infor confirmation/counter
guarantee, MoD may follow the extant guidelineson the subject.

5. Information will be provided by SBI based on the particulars dataavailablewith SBI ason
dateof furnishing of suchinformation. Thedetailsof information on the basisof which SBI will render
itsadviceasindicated in the Arrangement L etter isat para4 above.

6. The opinion/advisory servicesof SBI will not form the sole basisfor taking adecision on
confirmation of BG in caseswhereMaoD has certain factsand information which are not availableto
SBI. Such factsand information will aso haveto betaken into account by MoD whiletaking afinal
view onthe matter of confirmation of BG.

7. Theinformation given by SBI to MoD intermsof theArrangement L etter isfor the purpose of
internal useby MoD andisto bekept confidential. MoD will not disclosethisinformationwithout prior
consent of SBI inany manner whatsoever. Therefore, while addressing any communication to the
vendor intermsof para4 (c) (ii) above, carewill haveto betaken to convey only thefinal assessment
of SBI regarding theforeign bank, without disclosing any supplementary detailsgivenby SBI.

8. All other mattersregarding obtaining of advicefrom SBI on BG areto be governed by the
Arrangement L etter.
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Annexurelll toAppendix F
(Refersto Para1l)

GUIDELINESOF PROTECTION OF EXCHANGE RATE
VARIATIONINCONTRACTS

Parametersto be kept in view whileformulating ERV Clause.

€) In contractswith Indian Vendorsin *Buy (Global)’ caseswherethereisan import
content, ERV clausewill be provided. It shall, however, not be applicablein‘ Buy(Indian)’
cases except for Defence PSUs in ab-initio Single Vendor cases or when nominated as
Production Agency.

(b) ERV dausewill beframed according to the specific uniquerequirementsof thecontract.
Whilecalling for information at the RFPstage/ formulation of ERV clausein the contracts, the
following factorsare to be taken into consi deration depending upon the requirements of the
individua contracts.-

(0] Year wiseand mgjor currency wiseimport content break up isto beindicated.

(i) Detailed time schedulefor procurement of imported materid and their valueat
the FE rates adopted for the contract isto be furnished by the vendor as per the
format givenbelow :-

YEAR

TOTAL COST FECONTENT -OUT FLOW
OFIMPORTED (equivalent in rupeesin crores)

MATERIAL
(in rupees)
DOLLAR EURO POUNDS OTHER
DENOMINATED DENOMINATED | DENOMINATED | CURRENCIES
DENOMINATED
(asapplicable)

(iir) ERV clausewill not be gpplicablein caseddivery periodsfor imported content
aresubsequently to berefixed /extended unlessthereasonsfor ddivery period extenson
areattributableto the buyer.

(iv) For purposesof ensuring uniformity, the Base Exchangerate of the Parliament
Street Branch of State Bank of India, New Delhi at thetime of opening of commercial
quoteswill be adopted for each of themajor foreign currencies.
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v) ERV dauseinthecontract isto clearly indicatethat ERV ispayablel refundable
depending upon exchangerate asprevalent on the date of transaction with reference
to exchange rate adopted for the val uation of the contract.

(vi)  Otherissueswhich are peculiar to the contract.

2. M ethodology to befollowed for claiming ERV

“The pricesfinalized in the contract are based on the base exchange ratesindicated in the
contract. Theyear-wiseamount of foreign exchange component of theimported itemsasindicated in
the contract shall be adjusted for theimpact of exchange Rate Variation of the Rupee based onthe
exchangerate prevailing on the date of each transaction, asnotified by the SBI, Parliament Street
Branch, New Delhi. Theimpact of notified Exchange Rate Variation shall be computed onanyearly
bassfor the outflow astabulated inAnnexure... (Thetableat paral(b) (iii) isto bean Annexureto the
contract) and shall bepaid/ refunded before the end of thefinancia year based on the certification of
Finance Head of the concerned Division....”

3. Paying authority, isto undertake apre-audit of the documents before payment.

4, Documentation for Claiming ERV:- Thefollowing documentswoul d need to be submitted in
support of the claim on account of ERV :-

€) Ahill of ERV claim enclosing workshest.

(b) Banker's Certificate/ debit advice detailing Foreign Exchange paid and Exchangerate
ason date of transaction.

(© Copiesof import orders placed onthe suppliers.

(d) Invoiceof supplier for therelevant import orders.
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AnnexurelV toAppendix F
(Refersto Para8 of Appendix F)

INDEMNITY BOND FOR PERFORMANCE-CUM-WARRANTY

1 Thisdeed madeonthis......... day of ....by M/s ,acompany registered under
The Companies Act 1956 having itsregistered officeat and acting throughiits
corporate office at (hereinafter referredto asthe"SELLER").

2. WhereasMoD, New Delhi acting on behalf of the President of India(hereinafter referredtoas
"BUYER") has placed aContract No dated

3. Andwheress, the SEL L ER hasagreed to executethisIndemnity Bond for performance-cum-
warranty on thetermsand conditions appearing herei nafter.

4. Itishereby agreed and declared by the SEL LER that :-

a The SELLER shdl duly and faithfully performitsobligation under the said contract
and comply with the conditionsinthe said contract.

b. TheSELLER shdl, inasmuch aswithitscontrol, refrain from such actionsor actions
asmay causeloss, injury, damagetothe BUY ER.

C. Inthe event of breach/default by the SELLER in complying andin casethe breach/
default isnot remedied by the SELL ER up to period of the notification of the breach/default
bythe BUYER, the SELLER shall indemnify to the BUYER, to the extent of X

(Rupees only) being % of the contract value of (Rupees
only) of any direct lossesor damages suffered by theBUY ER duetofailure

of theSELLER.

d. The SELLER shdl befully discharged of itsobligationsunder thisbond on mesting its
liability asper Parac abovewhich shall berestricted tothelimit asprovided at Parac above.

e The SELLER shadll not beliablefor any breach/default arising out of force magjeure
situation or due to any default, action, inaction or failure on the part of the BUY ER. The
ligbility of the SEL L ER under thisbond shal remainand infull forceuntil thefulfillment of the
obligationsof the SEL L ER under the said Contract.

f. The SELLER hereby expresdy, irrevocably, and unreservedly undertekeand guarantee
that in the event that the beneficiary submitsawritten demand to SEL L ER stating that they
have not performed according to thewarranty obligationsfor the PRODUCT Sasper Article,
SELLERwill pay BUY ER on demand and without demur any sum up to maximum amount of
% of the contract value. BUY ER'S written demand shall be conclusive evidenceto
SEL LER that such repayment isdue under thetermsof thesaid contract. SEL L ER undertakes
to effect paymentwithin__ daysfrom receipt of such written demand.

s} Theamount of warranty / guarantee shall not beincreased beyond %. Unlessa
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demand under thiswarranty/guaranteeisreceived by SELLER inwriting on or beforethe
expiry date (unlessthiswarranty/guaranteeisextended by the SEL LER) al rightsunder this
guarantee shal beforfeited and SEL LER shall be discharged from theliabilities hereunder.
Thiswarranty/guaranteeis personal to the BUY ER and not assigned to athird party without
prior written permission.

5. ThisIndemnity Bond for Performance-cum-Warranty guarantee shall begoverned by Indian
Law.

For

Sgndure Sgnaure
Name: Name:

Witness:
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Appendix G to Schedulel
(Refersto Paras 35 & 37 of RFP)

COMMERCIAL OFFER

1 The Commercia Offer should beinthefollowing format:-

[tems Nos Unt | Tota Cost | Ram
Required | Cost arks

SE

Basic Unit cost of fully formed (CIFin case of
foreign firm) and/or semi knocked down and
completely knocked down kitsfor the quantity
being negotiatedfor.

(b) | Cost of Transfer of Technology (where
goplicable).

(©) | Cost of Manufacturers Recommended List of
Sparesas per theformat given at Annexure 1
to Appendix D. (In case equipment isalready
in usage the spare parts requirement must be
specific rather than being based on MRLYS)

(d) | Cost of Special Maintenance Toolsand Specia
Test Equipment asper format given at
Annexurell toAppendix D.

() | Cost of recommended period of training
excluding the cost of travel, boarding and
lodging separately for operatorsand
maintenancetechniciansand QA
Representative. Thisshould begiven under
thefollowing two heads ( asapplicable):-
(& InIndia

(b) Abroad

(f) | Costof operatorsmanual, technical literature
including lllustrated Spare PartsList asper
Annexurelll toAppendix D, inEnglish
Language.

(9) | Detailsand cost of training aidssuch as
smulators, cut out models, films, chartsetc as
recommended by the supplier asper Annexure
IV toAppendix D.

(h) | Thepackagecost of equipment/ammunition
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0)
(k)

(0

(m)

of variousquantities. (Range of quantum of
equipment/ammunition be specified).

Cost of Optional Equipment.

AMC Cost specifying No of years(where
applicable)

Amount for:-

(i) ExciseDuty.

(i) SaesTax/VAT

(i) ServiceTax (if applicable)

(iv) Freight and Trangit Insurance Cost.

(v) Octroi etc.

(vi) Custom Duty payableonimport
component for which CDEC required.

(vii) Import component for ERV purposes.

Foreign Exchange component of the proposal.

Note: The same may be amended by SHQ in consultation with MoD (Fin) on acaseto casebasis
based on therequirement. It isrecommended that warranty requirements, in servicelifeand product
support requirements are specified in the RFPto put all vendorson an even platform. Thevarious
heads maybe carefully examined. Any addition/ del etion/amendment which materiadly changetheL 1
maly not be permissibleat alater stage.

2.

Following detailsshould d so begivenincommercia offers.-
@ Payment schedule.

(b) Delivery schedulethat can be adhered to by the supplier with referenceto the date of
signing of contract.

(© Vdidity of quotation.  Thepricesshould befirm andfixed and bevdidfor 18 months
from date of submission.

(d) Nomenclature of itemswhichwill be provided with each equipment as Table of Tools
and Equipment (TOTE).

(e For F.O.B cases, theforeign vendors should quote the transportation and insurance
charges separately in Ser 1(a) above to make the basic cost of the equipment as per CIF
terms.
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Appendix H to Schedulel
(Refersto Para 38 of RFP)

STANDARD CLAUSESIN CONTRACT

LAW
1 The present Contract shal be considered and madein accordance to thelaws of Republic of
India
ARBITRATION
2. All disputesor differencesarising out of or in connection with the present Contract, including

the ones connected with the validity of the present Contract or any part thereof, shall be settled by
bilaterd discussons.

3. Any dispute, disagreement of question arising out of or relating to thisContract or relating to
congtruction or performance (except asto any matter the decision or determination whereof isprovided
for by these conditions), which cannot be settled amicably, shal within sixty (60) daysor such longer
period asmay bemutudly agreed upon, from the date on which either party informstheother inwriting
by anotice that such dispute, disagreement or question exists, will be referred to the Arbitration
Tribunal conssting of threearbitrators.

4, Within sixty (60) daysof thereceipt of the said Notice, one arbitrator shall be nominatedin
writing by SELL ER and onearbitrator shall be nominated by BUY ER.

5. The third arbitrator, who shall not be a citizen or domicile or of the country either of
the parties or of any other country unacceptable to any of the parties shall be nominated of
the parties within (90) days of the receipt of the notice mentioned above, failing which the third
arbitrator may be nominated under the provisionsof the Indian Arbitration and Conciliation Act,
1996, or by arbitration or disputeresol ution institutions, such asIndian Council of Arbitration, ICADR
or by thePresident of Internationa Chamber of Commerce, Paris, a request of either party but
the said nomination would be after consultation with both the parties and shall preclude any
citizen or domicile of any country as mentioned. The arbitrator nominated under this Clause shal
not be regarded nor act as an umpire.

6. TheArbitration Tribuna shdl haveitsseat in New Dehi or such other placein Indiaasmay be
mutually agreed to between the parties.

7. TheArbitration Proceedings shall be conducted in Indiaunder the Indian Arbitration and
ConciliationAct, 1996 and theaward of such Arhitration Tribuna shal beenforceablein Indian Courts
only.

8. Thedecision of themgjority of thearbitrator shall befinal and binding onthe partiesto this
contract.

9. Each party shall bear itsown cost of preparing and presenting itscase. The cost of arbitration
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including the feesand expenses of thethird arbitrator shall be shared equally by the Seller and the
Buyer.

10. Inthe event of avacancy caused inthe office of thearbitrators, the party which nominated
such arbitrator, shall be entitled to nominate another in hisplace and the arbitration proceedings shall
continuefromthe stagethey wereleft by theretiring arbitrator.

1n. Inthe event of oneof the partiesfailing to nominateitsarbitrator within 60 daysasaboveor if
any of the parties does not nominate another arbitrator within 60 daysof the place of arbitrator falling
vacant, then the other party shall be entitled after due notice of at least 30 daysto request the President
of the International Chamber of Commerceor disputeresolutioninstitutionsin Indiasuch asindian
Council of Arbitration, |CADR to nominate another arbitrator asabove.

12. If theplace of thethird arbitrator fallsvacant, hissubstitute shall be nominated according tothe
provisonsherein above stipulated.

13.  Thepartiesshall continueto perform their respective obligationsunder thiscontract during the
pendency of thearbitration proceedingsexcept in so far as such obligations are the subject matter of
thesaid arbitration proceedings.

FORCE MAJEURE

14. Should any force majeure circumstances arise, each of the contracting party shall beexcused
for the non-fulfillment or for the delayed fulfillment of any of itscontractua obligations, if the affected
party within ( days) of itsoccurrenceinformsinawritten formthe other party.

15. Force majeure shall meanfires, floods, natural disastersor other acts such aswar, turmail,
strikes, sabotage, explosions, quarantinerestriction beyond the control of either party.

PENALTY FORUSE OF UNDUE INFLUENCE

16.  TheSdler undertakesthat he hasnot given, offered or promisedto give, directly or indirectly
any gift, consideration, reward, commission, feesbrokerage or inducement to any personin serviceof
the Buyer or otherwisein procuring the Contractsor forbearing to do or for having done or forborne
to do any act in relation to the obtaining or execution of the Contract or any other Contract with the
Government for showing or forbearing to show favour or disfavour to any personinrelationto the
Contract or any other Contract with the Government. Any breach of the aforesaid undertaking by the
sdller or any oneemployed by him or acting on hisbehaf (whether with or without the knowledge of
theseller) or the commission of any offersby the seller or anyone employed by himor acting onhis
behalf, asdefined in Chapter I X of the Indian Penal Code, 1860 or the Prevention of CorruptionAct,
1988 or any other Act enacted for the prevention of corruption shall entitlethe Buyer to cancel the
contract and al or any other contractswith the seller and recover from the seller theamount of any loss
arising from such cancellation. A decision of the buyer or hisnomineeto the effect that abreach of the
undertaking had been committed shall befina and binding onthe Sller.

17.  Givingor offering of any gift, bribe or inducement or any attempt at any such act on behalf of
the seller towards any officer/employee of the buyer or to any other personinapositionto influence
any officer/employeeof the Buyer for showing any favour inrelation to thisor any other contract, shall
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render the Seller to such liability/ penaty asthe Buyer may deem proper, including but not limited to
termination of the contract, imposition of penal damages, forfeiture of the Bank Guarantee and refund
of theamountspaid by the Buyer.

18. | ntegrity Pact. Further sgning of an‘ Integrity Pact’ would be cons dered between government
department and the bidder for schemesexceeding Rs 100 Crs. Thelntegrity Pact isabinding agreement
between the agency and biddersfor specific contractsin which the agency promisesthat it will not
accept bribes during the procurement process and bidders promise that they will not offer bribes.
Under the P, the biddersfor specific services or contracts agree with the procurement agency or
office to carry out the procurement in a specified manner. The essential elementsof theIPareas
follows -

@ A pact (contract) between the Government of India(Ministry of Defence) (theauthority
orthe"principd") and thosecompaniessubmitting atender for thisspecificactivity (the"bidders”);

(b) Anundertaking by the principa that itsofficia swill not demand or accept any bribes,
gifts, etc., with appropriatedisciplinary or crimina sanctionsin caseof violation;

(© A statement by each bidder that it has not paid, and will not pay, any bribes;

(d) An undertaking by each bidder to discloseal payments madein connection with the
contract in question to anybody (including agents and other middlemen aswell asfamily
members, etc., of officials); thedisclosurewould be made either at time of tender submission
or upon demand of the principal, especially when asuspicion of aviolation by that bidder
emerges

(e The explicit acceptance by each bidder that the no-bribery commitment and the
disclosureobligation aswell asthe attendant sanctionsremaininforcefor thewinning bidder
until the contract hasbeenfully executed;

® Undertakingson behdf of abidding company will be made"inthe nameand on behaf
of thecompany’schief executiveofficer”;

(9 Thefollowing set of sanctionsshall be enforced for any violation by abidder of its
commitmentsor undertakings. -

(0] Denial or lossof contract;
(i) Forfeiture of the bid security and performance bond,;
(iir) Liability for damagesto theprincipal and the competing bidders, and

(iv) Debarment of theviolator by the principal for an appropriate period
of time.

(h) Biddersaread so advised to have acompany code of conduct (clearly rgectingtheuse
of bribesand other unethical behavior) and acompliance program for theimplementation of
the code of conduct throughout the company.

0) Thedraft Pre-Contract Integrity Pact isattached asAnnexurel tothisAppendix. The
vendorsarerequiredto sgnthem and submit separatdy dong with thetechnica and commercid
offers.
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(k) Every Bidder whilesubmitting techno commercia bidshall dsodeposit _ Crores
asearnest Money / Security Deposit through any of theinstruments mentioned at Para8 of
Annexurel. Thiswould be submitted in aseparate envel ope clearly marked asEarnest Money
Deposit dong with technical and commercia proposals.

18.1  Inrespect of bidsfrom DPSUs, whileaDPSU isnot required to sign an I ntegrity Pact with the
Ministry of Defence, the concerned DPSU shdll, however, enter into aPre-Contract Integrity Pact, on
thesamelineswith their sub-vendorsindividualy, in case the estimated val ue of each sub-contract(s)
exceed Rs 20 crore, and such subcontract(s) arerequired to be entered in to by the DPSU with aview
to enable DPSU to dischargethe obligationsarisng out of their bid in questionin responseto thisRFP.

AGENTSYAGENCY COMMISSION

19.  Thesdler confirmsand declaresto thebuyer that the seller isthe original manufacturer of the
storesreferred toin thiscontract and has not engaged any individua or firm, whether Indian or foreign
whatsoever, to intercede, facilitate or in any way to recommend to the Government of Indiaor any of
itsfunctionaries, whether officialy or unofficially, totheaward of the contract to the Sdller; nor hasany
amount been paid, promised or intended to be paid to any suchindividua or firminrespect of any such
intercession, facilitation or recommendation. The Sdller agreesthat if it isestablished at any timetothe
satisfaction of the Buyer that the present declarationisinany way incorrect or if at alater stageitis
discovered by the Buyer that the Seller hasengaged any suchindividual/firm, and paid or intended to
pay any amount, gift, reward, fees, commisson or cong deration to such person, party, firmor inditution,
whether beforeor after thesigning of thiscontract, the Seller will beliableto refund that amount tothe
Buyer. The Sdler will a so bedebarred from entering into any supply Contract with the Government of
Indiafor aminimum period of fiveyears. The Buyer will dso havearight to consider cancellation of the
Contract either wholly or in part, without any entitlement or compensationto the Seller who shall in
such event beliableto refund all payments made by the Buyer intermsof the Contract along with
interest at therate of 2% per annum above LIBOR rate (for foreign vendors) and Base Rate of SBI
(for IndianVVendors). The Buyer will dso havetheright to recover any such amount from any contracts
concluded earlier with the Government of India

ACCESSTOTHE BOOKSOFACCOUNTS

20. In caseit isfound to the satisfaction of the Buyer that the Seller hasengaged an Agent or paid
commission or influenced any person to obtain the contract asdescribed in clausesrelating toAgents/
Agency Commission and penalty for use of undueinfluence, the Seller, on aspecific request of the
Buyer shall provide necessary information/ingpection of therdevant financia documents/ information.
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Annexurel toAppendix H
(Refersto Paral8 (j))

PRE-CONTRACT INTEGRITY PACT

General

1 Whereasthe PRESIDENT OF INDIA, represented by Joint Secretary & Acquisition Manager
(Land/Air/Maritime Systems), Ministry of Defence, Government of India, hereinafter referred to as
the Buyer and thefirst party, proposesto procure (Name of the Equipment), hereinafter referredto as
Defence Stores, and M/s , represented by,
Chief Executive Officer (whichterm, unlessexpressy indicated by
the contract, shall be deemed to includeits successorsand itsassignees), herelnafter referred to asthe
Bidder/Seller and the second party, iswilling to offer/has offered the stores.

2. Whereasthe Bidder isaprivate company/public company/partnership/ registered export agency,
condtituted in accordancewiththereevant law inthematter and the Buyer isaMinistry of the Government
of Indiaperforming itsfunctionson behalf of the President of India.

Objectives

3. Now, therefore, the Buyer and the Bidder agree to enter into this pre-contract agreement,
hereinafter referred to aslntegrity Pact, to avoid al formsof corruption by followingasystemthat is
fair, transparent and freefrom any influence/ unprejudiced dealingsprior to, during and subsequent to
the currency of the contract to be entered intowith aview to:-

3.1  Enabling the Buyer to obtain the desired defence stores at a competitive pricein
conformity with the defined specifications of the Servicesby avoiding the high cost and the
distortionary impact of corruption on public procurement, and

3.2  Enabling biddersto abstain from bribing or any corrupt practicein order to securethe
contract by providing assuranceto themthat their competitorswill also refrain from bribing
and other corrupt practicesand the Buyer will commit to prevent corruption, inany form, by
their officidsby following trangparent procedures.

Commitments of the Buyer

4, TheBuyer Commitsitsalf tothefollowing:-

4.1  TheBuyer undertakesthat no official of the Buyer, connected directly or indirectly
withthe contract, will demand, takeapromisefor or accept, directly or throughintermediaries,
any bribe, consderation, gift, reward, favour or any material or immeateria benefit or any other
advantagefromthe Bidder, either for themselvesor for any person, organization or third party
related to the contract in exchangefor an advantagein the bidding process, bid evaluation,
contracting or implementation processrel ated to the Contract.
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4.2  TheBuyer will, during the pre-contract stage, treat all Biddersaike, and will provide
toal Biddersthesameinformation and will not provideany such information to any particular
Bidder which could afford an advantage to that particular Bidder in comparison to other
Bidders.

4.3  All theofficiadsof the Buyer will report to the appropriate Government office any
attempted or compl eted breaches of theabove commitmentsaswell asany substantia suspicion
of such abreach.

5. In case of any such preceding misconduct on the part of such official(s) isreported by the
Bidder to the Buyer with full and verifiablefactsand the sameisprimafaciefound to be correct by the
Buyer, necessary disciplinary proceedings, or any other action as deemed fit, including criminal
proceedings may beinitiated by the Buyer and such aperson shall be debarred from further dealings
related to the contract process. In such acase while an enquiry isbeing conducted by the Buyer the
proceedings under the contract would not be stalled.

Commitments of Bidders

6. TheBidder commitshimself to take dl measuresnecessary to prevent corrupt practices, unfair
meansandillegd activitiesduring any stage of hisbid or during any precontract or post-contract stage
inorder to securethe contract or in furtheranceto secureit and in particular commitshimself to the
following:-

6.1  TheBidderwill not offer, directly or throughintermediaries, any bribe, gift, congderation,
reward, favour, any material or immaterial benefit or other advantage, commission, fees,
brokerage or inducement to any officia of the Buyer, connected directly or indirectly with the
bidding process, or to any person, organization or third party rel ated to the contract in exchange
for any advantagein the bidding, eva uation, contracting and implementation of the Contract.

6.2  TheBidder further undertakesthat he has not given, offered or promised to give,
directly or indirectly any bribe, gift, consideration, reward, favour, any material or immateria
benefit or other advantage, commission, fees, brokerage or inducement to any officia of the
Buyer or otherwisein procuring the Contract or forbearing to do or having doneany actin
relation to the obtaining or execution of the Contract or any other Contract with the Government
for showing or forbearing to show favour or disfavour to any personinrelation to the Contract
or any other Contract with the Government.

6.3  TheBidder will not colludewith other partiesinterested in the contract toimpair the
transparency, fairnessand progress of the bidding process, bid eval uation, contracting and
implementation of the contract.

6.4  TheBidder will not accept any advantagein exchangefor any corrupt practice, unfair
meansandillegd activities.

6.5  TheBidder further confirmsand declaresto the Buyer that the Bidder isthe origina
manufacturer/integrator/authori sed government sponsored export entity of the defence stores
and hasnot engaged any individua or firm or company whether Indian or foreigntointercede,
fecilitateor inany way to recommend to the Buyer or any of itsfunctionaries, whether officidly
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or unofficially to the award of the contract to the Bidder, nor has any amount been paid,
promised or intended to be paid to any suchindividua, firm or company in respect of any such
intercession, facilitation or recommendation.

6.6  TheBidder, either while presenting the bid or during pre-contract negotiations or
before signing the contract, shall disclose any payments he has made, is committed to or
intendsto maketo officiasof the Buyer or their family members, agents, brokersor any other
intermediariesin connection with the contract and the detail sof servicesagreed uponfor such
payments.

6.7  TheBidder shal not useimproperly, for purposes of competition or personal gain, or
passonto others, any information provided by the Buyer aspart of the businessrelationship,
regarding plans, technical proposalsand businessdetails, including information contained in
any electronic datacarrier. The Bidder also undertakesto exercise due and adequate carelest
any suchinformationisdivulged.

6.8  TheBidder commitstorefrainfromgivingany complaint directly or through any other
manner without supporting it with full and verifiablefacts.

6.9  TheBidder shal notinstigate or causetoinstigate any third person to commit any of
the actionsmentioned above.

Previous Transgression

7.1  TheBidder declaresthat no previoustransgression occurred in thelast threeyears
immediately before signing of thisIntegrity Pact, with any other company inany country in
respect of any corrupt practices envisaged hereunder or with any Public Sector Enterprisein
Indiaor any Government Department in India, that could justify bidder’sexclusonfromthe
tender process.

7.2 If theBidder makesincorrect statement on this subject, Bidder can be disqualified
fromthetender processor the contract, if already awarded, can beterminated for such reason.

| ntegrity Pact Bank Guar antee (IPBG)

8.1. Every bidder, while submitting commercial bid, shall submit an Integrity Pact Bank
Guaranteefor an amount of * infavour of the Buyer in Indian Rupeesonly.

() Guaranteewill befrom an Indian Nationalized Bank / ICICI Bank Ltd/ Axis
Bank Ltd/HDFC Bank Ltd, promising payment of the guaranteed sumtothe Ministry
of Defence, Government of India, represented on behalf of the President of India, on
demand withinthreeworking dayswithout any demur whatsoever and without seeking
any reasonswhatsoever. The demand for payment by the Buyer shall betreated as
conclusive proof for payment. A model Bank Guaranteeformat isenclosed.

* At present, theamount of Integrity Pact Bank Guaranteeis?. 1 crorein caseswhere
the cost as estimated by the Buyer isabove?. 100 croreand up to. 300 croreand
. 3croreif above¥ 300 crore.
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8.2.  Thelntegrity Pact Bank Guarantee (IPBG) shal bevaid upto and including 45 days
after thevaidity of commercid offer. However, bidderswill berequired to extend the I ntegrity
Pact Bank Guarantee, asand when required by thebuyer. Inthe case of the successful bidder,
validity of thelntegrity Pact Bank Guaranteewill be extended upto the sati sfactory completion
of thecontract. Integrity Pact Bank Guaranteeshdl bereturned promptly in case of unsuccessful
bidders

8.3 Inthecaseof successful bidder aclausewould also beincorporated intheArticle
pertaining to Performance Bond in the Purchase Contract that the provisionsof Sanctionsfor
Violation shall beapplicablefor forfeiture of Performance Bond in case of adecision by the
Buyer toforfeit the samewithout assigning any reason for imposing sanction for violation of
thispact.

84  Theprovisonsregarding Sanctionsfor Violationin Integrity Pact includeforfeiture of
Performance Bond in case of adecision by theBuyer toforfeit the samewithout assigning any
reason for imposing sanctionfor violation of Integrity Pact.

8.5  Nointerest shal bepayableby the Buyer to the Bidder(s) on Earnest Money/Security
Deposit for the period of itscurrency.

Company Codeof Conduct

9.1  Biddersaredsoadvisedto haveacompany codeof conduct (clearly rgectingtheuse
of bribesand other unethical behavior) and acompliance program for theimplementation of
the code of conduct throughout the company.

Sanctionsfor Violation

10.1  Any breach of theaforesaid provisionsby the Bidder or any oneemployed by himor
acting on hisbehaf (whether with or without the knowledge of the Bidder) or thecommission
of any offence by the Bidder or any oneemployed by himor acting on hisbehalf, asdefinedin
Chapter 1X of thelndian Penal Code, 1860 or the Prevention of CorruptionAct 1988 or any
other act enacted for the prevention of corruption shal entitlethe Buyer totakeall or any one
of thefollowing actions, wherever required:-

(0] Toimmediately call off the pre-contract negotiationswithout assigning any
reason or giving any compensation to the Bidder. However, the proceedingswith the
other Bidder(s) would continue.

(i) The Earnest Money/Security Deposit/Performance Bond shall stand forfeited
either fully or partialy, asdecided by the Buyer and the Buyer shall not berequiredto
assign any reason therefore.

(i) Toimmediately cancel the contract, if aready signed, without giving any
compensation to the Bidder.

(iv)  Torecover al sumsalready paid by the Buyer, in case of an Indian Bidder
withinterest thereon at 2% higher thanthe prevailing Base Rate of SBI, and in case of
aBidder from acountry other than Indiawith interest thereon at 2% higher than the
LIBOR. If any outstanding payment isdueto the Bidder from the Buyer in connection
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withany other contract for any other defence stores, such outstanding payment could
also be utilized to recover the aforesaid sum and interest.

) To encash the advance bank guarantee and performance bond/warranty bond,
if furnished by the Bidder, in order to recover the payments, already made by the
Buyer, dongwithinterest.

(vi)  Tocance dl or any other Contractswith the Bidder.

(vii) Todebar the Bidder from entering into any bid from the Government of Indiafor
aminimum period of fiveyears, which may befurther extended at thediscretion of the
Buyer.

(vii)  Torecover dl sumspadinviolation of thisPact by Bidder(s) to any middleman
or agent or broker with aview to securing the contract.

(iX) If the Bidder or any employee of the Bidder or any person acting on behalf of
the Bidder, either directly or indirectly, isclosely related to any of the officersof the
Buyer, or dternatively, if any closerelative of an officer of the Buyer hasfinancid
interest/stakeinthe Bidder’sfirm, the same shall be disclosed by the Bidder at the
timeof filing of tender. Any failureto disclosetheinterest involved shall entitlethe
Buyer to rescind the contract without payment of any compensation to the Bidder.

Theterm‘closerdative for thispurposewould mean spousewhether resding
with the Government servant or not, but not include a spouse separated from the
Government servant by adecree or order of acompetent court; son or daughter or
step son or step daughter and wholly dependent upon Government servant, but does
not include a child or step child who isno longer in any way dependent upon the
Government servant or of whose custody the Government servant has been deprived
of by or under any law; any other person rel ated, whether by blood or marriage, tothe
Government servant or to the Government servant’swife or husband and wholly
dependant upon Government servant.

(9] The Bidder shall not lend to or borrow any money from or enter into any
monetary dealingsor transactions, directly or indirectly, with any employee of the
Buyer, andif hedoesso, the Buyer shall be entitled forthwith to rescind the contract
and adl other contractswith the Bidder. The Bidder shall beliableto pay compensation
for any lossor damageto the Buyer resulting from such rescission and the Buyer shall
be entitled to deduct the amount so payablefrom the money(s) dueto the Bidder.

(x) In caseswhereirrevocable L ettersof Credit have been received in respect of
any contract signed by the Buyer with the Bidder, the same shall not be opened.

10.2 Thedecisonof the Buyer to theeffect that abreach of the provisionsof thisintegrity
Pact hasbeen committed by the Bidder shall befina and binding on the Bidder, however, the
Bidder can approach the monitor(s) appointed for the purposes of thisPact.

Fall Clause

11.1 TheBidder undertakesthat he hasnot supplied/isnot supplying thesmilar systemsor
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subsystemsat apricelower than that offered inthe present bid in respect of any other Ministry/
Department of the Government of Indiaandif itisfound at any Stagethat thesmilar systemor
sub-systemwas supplied by the Bidder to any other Ministry/Department of the Government
of Indiaat alower price, then that very price, with due allowancefor elapsed time, will be
applicableto the present case and the differencein the cost would be refunded by the Bidder
tothe Buyer, if the contract hasal ready been concluded.

11.2 TheBidder shall striveto accord the most favoured customer treatment to the Buyer
inrespect of all matters pertaining to the present case.

| ndependent M onitors

12.1 TheBuyer hasappointed Independent Monitorsfor thisPact in consultation withthe
Centra Vigilance Commission (Names and Addresses of the Monitors to be given in
RFP).

12.2 As soon astheintegrity pact issigned, the buyer shall provide a copy thereof,
alongwith abrief background of the caseto the Independent Monitors.

123 Thebidder(s), if they deemit necessary, may furnish any information asrelevant to
their bid to thelndependent Monitors.

124 If any complaint with regard to violation of the P isreceived by the buyer ina
procurement case, the buyer shall refer the complaint to the Independent Monitorsfor their
comments/enquiry.

12.5 If the Independent Monitors need to peruse the relevant records of the buyer in
connectionwith the complaint sent to them by the buyer, the buyer shal make arrangement for
such perusal of records by the Independent Monitors.

126 Thereport of enquiry, if any, made by the Independent Monitorsshall be submitted
tothehead of theAcquisitionWing of theMinistry of Defence, Government of Indiafor afina
and appropriate decision inthe matter keeping in view the provision of thispact.

Examination of Books of Accounts

In case of any allegation of violation of any provisionsof thisIntegrity Pact or payment of

commission, the Buyer or itsagenciesshd | beentitled to examine the Books of Accountsof the Bidder
and the Bidder shall provide necessary information of therelevant financial documentsin Englishand
shall extend dl possiblehelpfor the purpose of such examination.

14.

L aw and Placeof Jurisdiction

ThisPactissubject to Indian Law. The place of performanceand jurisdictionisthe seat of the

Buyeri.e. New Déelhi.

15.

Other Legal Actions

Theactionsstipulated in thisIntegrity Pact arewithout prejudiceto any other legal action that



120

may follow in accordance with the provisionsof theextant law inforcereating toany civil or criminal
proceedings.

16.  Validity

16.1 Thevalidity of thisIntegrity Pact shall befrom date of itssigningand extend upto 5
yearsor the complete execution of the contract to the satisfaction of both the Buyer and the
Bidder/Sdller, whichever islater.

16.2  Should oneor severd provisionsof thisPact turn out to beinvalid; theremainder of
thisPact remainsvalid. Inthiscase, the partieswill striveto cometo an agreement to their

origind intentions.
17. The Partieshereby sign thisintegrity Pact at on
BUYER BIDDER
JS&AM (LSAIIMYS), CHIEF EXECUTIVE OFFICER

MINISTRY OF DEFENCE,

GOVERNMENT OF INDIA

WitnessWitness

1. 1.
2. 2.
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Refersto para8.1(ii)of
Pre-Contract I ntegrity Pact

FORMAT OFINTEGRITY PACT BANK GUARANTEE (IPBG)

Inconsderation of President of India(hereinafter called the Government) represented by Joint
Secretary and Acquisition Manager, Ministry of Defence, on the first part and M/s

of (hereinafter referred to as Bidder) on the Second
part, having agreed to accept asum of X (Rupees )
intheform of Bank Guaranteetowards|Integrity Pact for the Request for Proposal for procurement of
we (Name of the Bank), (hereinafter

referred to asthe Bank), do hereby undertaketo pay to the Government on demand within 3 (three)
working dayswithout any demur and without seeking any reasonswhatsoever, an amount not exceeding
(Rupees ) and the guaranteewill remain valid upto
andincluding 45 daysafter thevalidity of thecommercid offeri.e (dete). Thelntegrity
Pact Bank Guarantee shall be extended from timeto timeasrequired by the buyer.

We undertake not to revoke this guarantee during this period except with the previous consent
of the Government inwriting and wefurther agreethat our liability under the Guarantee shall not be
discharged by any variationintheterm of thecommercia offer.

No interest shall be payable by the Government to the Bidder (s) on the guarantee for the
period of itscurrency.

Dated this day of 2011

For the Bank of

(Agent/Manager)
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Appendix‘J’ to Schedulel
(Refersto Para 39 of RFP)

OPTION CLAUSE
(No blanks to be |eft)

TheBuyer shall havetheright to place separate order on the SEL L ER on or before ---------

( year from thedate of thiscontract) limited to 50% of the main equipment, spares,

facilitiesor services as per the cost, terms and conditions set out in this contract. The price of the

system, spares etc shall remain sametill ------ year from the effective date of the contract. CNCto
verify that thereisno downward trend in prices of the product offered.
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Appendix K to Schedulel
(Refersto Para6 of RFP)

TERMSAND CONDITIONSOFOFFSETS

TheProcedurefor implementing Offset provision givenat Appendix D and relevent Annexures

to Chapter | of DPP- 2011 (avaliable at www.mod.nic.in) will befollowed. Termsand conditionsfor
submission of technical and commercia offset offer are givenin succeeding paragraphs.

2.

Submission of Written Undertaking to meet the Offset Obligation. You arerequired to

giveawritten undertaking to the effect that you will meet the offset obligation aslaid downinthe RFP.
Thisundertaking intheformat at Annexur el will beincludedinthe envel ope containing your technical
offer whichisto besubmitted by (specify thedate). Thisundertakingisbinding onyou and that
fallureat any stage, on your part to meet the offset obligation specified inthe RFPwill disquaify you
from any further participationin the contract and render your offer asnull and void.

3.

Submission of Technica and Commercia Offset Offers.

@ The technical and commercial offset offers would have to be submitted
by (not earlier than 3 monthsfrom the date of submission of thetechnica and
commercial offers of the main proposal). These offset offers would have to be submitted
together in two separate seal ed coversto the Technical Manager at thefollowing address:-

(b) Thetechnicd offset offer would contain detail sof the products, servicesand investment
proposalsindicating rel ative percentages, proposed Indian partnersfor offset investment and
other relevant informationintheformat givena Annexur el l. Detailsof Banked offset credits
asdischarged offset obligationswill al so beindicated. Thecommercia valuesof the offset
proposalsarenot to beindicated in thistechnical offset offer.

(© TheCommercid Offset Offer, formatinAnnexurel 1, will containthedetailed offer
specifying the absol ute amount of the offset with abreak up of the details, phasing, Indian
partner and banked creditsasdischarged obligations.

(d) Themodel formatsat Annexure |l and Annexurelll may be amended by the vendor
without however deviating from themandatory offset requirements prescribed.
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Annexure-l toAppendix K
(Refersto Para2)

UNDERTAKINGTO COMPLY WITH OFFSET REQUIREMENTS

TheBidder ------------- ( name of the company) hereby
(0] undertakesto fulfil theoffset obligation aslaid down inthe Request For Proposals.
(i) undertakesto ensuretimely adherenceto fulfilment of offset obligations

(i) acceptsthat any failure on the part of the Company to meet offset obligationswill
render disqualification from any further participation inthe contract and render ibid offer asnull
andvoid.

(iv) undertakesto furnish technical detailsof offset obligationsindicating productsand
servicesand corresponding Indian Industry partner(s) for the samewhen so required to by
Ministry of Defence, Government of India, after being found to satisfy the SQRs.

v) undertakesto trandatethe detailed technical offset offer given at para(iv) aboveinto
abusi nessimplementation plan now furnishing complete commercia detailsof investments,
productsand services, Indian Industry partners, amount, phasesand timeplan for thesamein
theform of acommercia offset offer asand when so required to by MOD, GOI.
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Annexure-11 toAppendix K
(Refersto Para3b)

TECHNICAL OFFSET OFFER

1. TheBidder ------------ (name of the company) hereby offersthe following Direct Foreign
Investment(DFI), products and serviceswith Indian Industry partnersin complianceto thetechnical
offset obligationsinthe RFP.

2. The Bidder hereby also furnishes MoU with Indian Industry partners for the proposed
investments, productsand services.

OFFERLIST OF PRODUCTSAND SERVICES

S.No. | DH, Indian Offset Percentage MoU Remarks
Products & Partner Cost of (If Applicable)
Services Offset
Obligetion
1 DFI/Products/ Indian offset Percentage Memoranduml
sarvicesl Partner 1
2. DFI/Products/ Indian offset Percentage Memorandum2
sarvice2 Partner 2
3. Smilalyfordl

3. Banked Offset Credits. The bidder will aso mention the detail s of the banked offset credits
indicating the Project | dentification Number. Thebidder will alsoinform Offset Monitoring Cell inthe
MoD about thiscommitment.
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Annexure-lll toAppendix K
(Refer to Para3C)

COMMERCIAL OFFSET OFFER

and serviceswith Indian Industry partners.

2.

TheBidder hereby dsofurnishesMoU(s) with Indian offset partnersfor gpplicableinvesments,

productsand services.

OFFER LIST OF PRODUCTSAND SERVICES

In compliancewith the offset obligations, the Bidder hereby offersfollowing products

S.No | DFI, Products Indian Offset Vaue(with TimeFrame Remarks
& Services Partner timeframe (break up)
break up)
1 DFI, Products Indian Offset
& Servicesl Partner 1
2. DFI, Products Indian Offset
& Services2 Partner 2
3. Smilalyfordl

3. Detailsof Foreign Direct Investment/Joint Venture/Co Development/ToT —Give Details

4. Any other contractswith anyonein India— Give Details

Banked Offset Credits. Thebidder will also mention the detail s of the banked offset credits
indicating the Project | dentification Number. Thebidder will alsoinform Offset Monitoring Cell inthe
MoD about thiscommitment.

5.

6.

ThisAnnexurewill also be used by the vendor to submit proposal sfor banking of offsets.
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Appendix L to Schedulel
(Refersto Para 17 of RFP)

(THISPAPERLAYSOUT GENERAL GUIDELINES MAY BE AMENDED
IN CONSULTATION WITH PRODUCTION AGENCY AND OTHERAGENCIES
INVOLVED TOMAKE IT EQUIPMENT SPECIFIC)

TRANSFER OF TECHNOL OGY (TOT) (FOR SKD/CKD/IM KIT BASED)

Preamble.

@ ToT shall be provided to the designated production Agency(s) (to be decided prior to
issueof RFP). Thekey technologiesfor ToT should beidentified prior toissue of RFPjointly
by the designated production agency, Defence Research Devel opment Organisationand Ministry
of Defence.

(b) Technology used shdl becurrent, State-of -the-art asused inthe contemporary systems.
Critical technology aspectshaving bearing on ToT eval uation need to be specified onacaseto
casebasis.

(© TheTOT shdl becomprehensive, covering al aspectsof design, manufacturing know-
how and detail ed technical informationwhichwill enablethe Production Agency to manufacture,
assemble, integrate, test, install and commission, use, repair, overhaul, support and maintain
thelicense product from SKD/CKD/IM Kit. Design data shall include the detailsthat are
needed to give design disposition during production on deviation/ concession; modify/ upgrade
thelicence product and substitute partsand systems of the licence product asrequired by the
certifying agency and the production agency.

(d) The OEM isrequiredto providethelatest version of Configuration Control Document
which will provide detailed break down of the product structurein terms of lower level
subsystems/ assemblies/ sub-assemblies/ modules/ detail parts/ PCBS wiring diagramsetc
withther latest modification status. All updates during theterm of the Agreement should be
provided asand whenissued free of cost. Consolidated list of updates during theyear should
be provided during thefirst quarter of the subsequent year.

(e Vendor should submit an undertaking that he would provide and support complete
TOT for phased manufactureto thebuyer or hisauthorized Indian Organization for the System
and its sub-systems, modul es, assembliesand detailed parts/ components. Support will be
provided for aminimum period of 20 yearson long term basisafter thelast unit isproduced
under the present proposal.

)] Thevendor should providetotal support and facilitate ToT of the sub- systemsfrom
hissub-vendors/ OEMsif desired by the buyer.

(o)) (Tobeincluded on asrequired basis) Vendor should submit an undertaking not to
exceed* budgetary pricefor the Transfer of Technology covering thefollowing parameters:-

(0] Licensefee.
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(i) Documentation.
(i)  Technicd Assgtance.

(v)  Traning.

V) Materids.

(Vi) Spares.

(vii)  Tooling.

(viii)  Specia Toals.

(xX)  Standard Tools.

(9] Ground Support & Test Equipment.

(x) Programme Management.

(xii)  Specid Infrastructurefacilities deemed necessary to support the operations.

*Note: Above ‘not to exceed’ budgetary quotes are to be provided for both Licenced
production and Repair/Overhaul separately. Vendor may notethat thisnot to exceed budgetary
pricewill beused for commercial evaluation. Vendor sel ected after technical & commercial
evauationwill enter into detail ed contractua negotiationson variousaspectsof the Transfer of
Technology to the buyer or hisauthorized Indian organisation based on the“ Not to exceed”
budgetary quotes.

(h) Itislikely that some of the assemblies sub-assemblies/ modules/ PCBsused inthe
redization of higher level assemblies/ sub-systemsand sysemsaremanufactured by theOEM’s
vendors sub-contractorseither based on Engineering documentation provided by the OEM
or developed by the OEM’ svendors/ sub-contractors based on procurement specifications
provided by the OEM. Further, asaresult of multiplicity of technologiesinvolved and for
reasonsfor price competitivenessarising dueto economiesof scale, someof theitemsusedin
the manufacture of licensed product may be bought out by the OEM from vendorsas‘fully
finished' against the procurement specifications provided by him.

0) Although, not desirable, some of the components process specifically developed by
the OEMs for use in the manufacture of licensed product may be classified by them as
‘Proprietary’ and not included within the scope of TOT offered to the Production Agency.

(k) Tobringinafair comparison betweentheTOT offered by variousOEMsasalsoto
haveafair assessment of the depth of technology being transferred, OEMsarerequired to
identify each item (system/ sub-system/ assembly / sub-assembly / module/ detail parts/
PCB etc) inthe product structure under the following categories, asmay be applicableand
provide information on the relative price for each of theitemsin the product structure as
percentage of product cost.

(0] Category —1. Items, for which complete TOT, i.e., Engineering and
M anufacturing documentation to enablethe Production Agency carryout fabrication,
assembly and test of theitem from CKD/IM Kit level asthe case may be, isbeing
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provided by the OEM, may be classified under thehead“CTOT”.

(i)

Category —2.  Itemswhich aremanufactured by the OEM’ s Subcontractors

based on engineering documentation provided by the OEM and these Engineering
Documentation are being provided by the OEM to the Production Agency, may aso
be classified under thehead“ CTOT”.

(ii)

)

)

Category —3.

(8@  Itemsinrespect of which development and manufacture by the OEM
has been subcontracted to its vendors/ sub-contractors based on only the
procurement specifications provided by him and the OEM isnot inaposition
to provideany additiond technicd information to the Production Agency except
the procurement drawings/ specifications provided by himto hisvendors/
sub-contractors, may be classified under the head Single Vendor “ Sub-
contract”. For the purpose of eva uating the depth of TOT, it will be presumed
that the TOT in respect of these items for indigenous manufacture is not
provided. OEM shall ensure authorizationto itsvendors/ sub-contractorsto
supply items, manufactured against OEM’ s specificationsto the Production
Agency against itspurchaseorders.

(@) However in such case, the OEM in collaboration with his vendor/
subcontractor, isrequired to provide the Production Agency, maintenance
Documentation, the recommended list of sparesfor repair and overhaul as
maly be applicable and maintenancetraining at the vendor’s/subcontractor’s
premises, then such such vendor itemsare may be classified under the head
‘Limited TOT for maintenance support’ ,i.e,“M-ToT”.

Category —4.

(a8  Itemsincluding cata ogue standard items sourced by the OEM against
his procurement specificationsas* Fully Finished’, may beareclassified as
“Bought Out” . Evidently TOT for suchitemsfor indigenous manufacturewill
not be avail able and the OEM will be ableto provide only the procurement
drawings/ specifications, sourcesof supply. OEM hasto ensuretheavailability
of suchitemsor itsequivaentsduring thelifecycleof the product. However,
in respect of some of the selected items in this category, if the OEM, in
collaboration with his vendor, is able to provide the Production Agency
documentation for maintenance, recommended list of sparesfor repair and
overhaul as may be applicable and maintenance training in the vendor’s
premises, then such itemsmay a so be classified under thehead ‘limited TOT
for maintenancesupport’ i.e. “M-ToT”.

(@) OEM shal ensureperiodica review of obsolescence, sudy of theBill
of Items(BOIs) and providearetrieva schemefor aminimum period of 15/
20 yearsfromthe production of last unit under the present proposal.

Category —5. Some of the items for which the ownership of Design and
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Manufacturing Documentationisavailablewith the OEM, but the OEM isnot willing
to transfer thetechnol ogy to the Production Agency may be classified under thehead
‘Proprietary’ items. Thelist of suchitemsshal befar and few and generally restricted
to components/ processes specifically devel oped by the OEM for thelicensed product.
Noitemintheproduct structurewhichiscritical either from the technology point of
view fromthepoint of view of Sgnificant va ueaddition or which congtitutesasignificant
relative percentage of the product cost (say > 10%), will be acceptable under the
head “ Proprietary items’. Further, at any stage during thelifecycleof the Product, if
the OEM intendsto discontinue the production of Proprietary items, the complete
technical documentation in respect of these items available with the OEM or his
subcontractors will be passed on to the Production Agency to enable indigenous
manufacture or establish aternative routes of meeting the requirement. Also, abase
pricefor such itemswith an escalation formulafor future supplies shall begivenfor
dab quantitiesby OEM.

()] The OEMshaveto ensurethat the depth of Technology being transferred shall enable
the Production Agency achieve value addition commensurate with aminimum 30% of the
relative cost of thelicensed Product through indigenous manufacturein case of CKD kit based
ToT and aminimum of 60% of the relative cost of thelicensed product through indigenous
manufacturein caseof IM Kit based ToT (Percentage of indigenousva ue addition may vary
based on the product).

(m)  Nosinglesub-system/ assembly/ sub-assembly, which constitutes more than 10% of
the cost of Licensed product, shall bewithout TOT option to the Production Agency. In case,
such asub-system/assembly belongsto the* bought out’ category, thenthe OEM asaprime
bidder of thelicensed product shall bidin consortiumwith the concerned vendorswith separate
ToT proposa for whichitemsincludedinthebid directly fromtherelevant vendor. Thebid for
supplied/ TOT in such acase shall be evaluated asan integrated composite proposal.

(n) OEM shall assist the production agency and take the lead to obtain maintenance
related ToT to the maximum extent possiblein respect of itemscovered under category 3and
4, from hisvendor/ sub-contractors.

Evauationof ToT
For CKD Kit based ToT

@ Thevendor not offering the key specified technologiesfor TOT for categories1and 2
and maintenance technologiesfor category 3 (Single source vendor assemblies) will not be
eigiblefor further evauation.

(b) Inthetechnica bid, thedepth of ToT being provided will be eval uated for comparison
purposeasgiven below:-
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(0] Relative Percentage of cost of Category 1 item Not lessthan 60%

(individud & composite) after excludingthe
corresponding

(i) Relative Percentage of cost of Category 2 items CKD kit cost

(individua & composite) resultinginvaue
addition of not less
than 30%

(i) Relative Percentage of cost of Category 3items

(individua & composite) Not more

than 25%

(iv) Relative Percentage of cost of Category 4items
(individud & composite)

) Relative Percentage of cost of Category 5items } Notmore
(individua & composite) than 15%

(© Total %age of (i) to (v) should be 100%.
Bidsof Vendorswith relative percentage of cost of itemsmanufactured indigenoudy

based on ToT minus CK D Kit cost being higher than the minimum specified 30% during the
IM Phasewill only be considered further for commercial evaluation. (minimum specified
percentage may vary based on the product).

For IM Kit based ToT

@

Thevendor not offering the key specified technologiesfor TOT for categories1and 2

and maintenance technologiesfor category 3 (Single source vendor assemblies) will not be
eigiblefor further evduation.

(b) Inthetechnica bid, the depth of ToT being provided will be eval uated for comparison
purposeasgiven below:-
() Relative Percentage of cost of Category 1items
(individua & composite) Not less
(i)  RelativePercentageof cost of Category 2items than 60%
(individua & composite)
(i) Relative Percentage of cost of Category 3items
(individua & composite) Not more
than 25%
(iv) Relative Percentage of cost of Category 4items e
(individua & composite)
) Relative Percentage of cost of Category 5items } Notmore
(individua & composite) } than15%
© Total %age of (i) to (v) should be 100%.

(d)

Bidsof Vendorswith relative percentage of cost of itemsmanufactured indigenoudy
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based on ToT being higher than the minimum specified 60% during thelM Phasewill only be
consdered further for commercia eval uation. (minimum specified percentage may vary based
on the product).

Phased M anufacturing Programme.

@ Based on the phased TOT absorption planned by production agency, quantity

will besupplied asFully Finished during Phase-0, quantity as SKD Kit during Phase-
1, quantity as CKD Kit during Phase-2 and quantity asIM Kit during Phase-

3, asthecasemay be. Illustrative phase definitionsare given below:-

() Phase-0. Shall be based on supply of Fully Assembled and tested
product by the OEM.

@i Phase-1. Shall be based on supply of Semi Knocked Down (SKD)
Kitsprovided by the OEM. The Semi Knocked Down Kit will consst of subsystems,
assemblies, sub-assemblies, modul es etc assembl ed and tested by the OEM and/ or
hisvendors/ sub-contractors. The Production Agency will perform thefinal level
assembly and testing of the product.

(i) Phase-2. Shall be based on supply of Completely Knocked Down
(CKD) Kitsprovided by the OEM intheform of unassembled Bill of Materids. CKD
Kit may include certain components/ sub-assembliesCommercidly available® Off The
Shdf” (COTS) frommultiple vendorsasfully finished items. Production Agency will
carry out assembly and test of individua PCBs Modules/ Subassemblies/ Assemblies/
Sub-systemsetc from component level and then carry out find assembly and testing of
the product.

(iv) Phase-3. Shall bebased on supply of proprietary items(IM Kit) by the
OEM. Production Agency will perform procurement of al thecomponentsraw materias
and carry out compl ete fabrication, assembly and testing of the product from raw-
meateria s'component stagethrough various stages of manufacture. (Phase 3 gpplicable
only for IM Kit based ToT).

(b) The time frame for completion of supplies by the OEM for various phases of
manufacturing isprovided at Annexure 1. Conformance of the vendor to thetime schedule
provided inAnnexure 1 will be oneof theimportant Evaluation Criteriaand thebidsof OEM’s
not meeting thetime schedulesareliableto bereected.

(© OEM shall provide complete configuration of SKD, CKD and IM Kits, asthe case
may be, to the Production Agency to redizethe Fully Finished Product. CKD Kitsrequiredto
meet the sparesrequirement may befurnished separatdly. The OEM shall dso provideestimated
man-hoursrequired for various stages of fabrication, assembly and test toredizethe Licensed
Product from SKD Kit during Phase-1, CKD kit during Phase-2 and IM kit during Phase-3.
Based on experiencein hisplant supplier shall also provide* Production Mortdity” of SKD/
CKD/IM kit partsrequired for redlization of final finished product.

(d) OEM shdl permit the production agency to sub contract components/ assembliesto
sub contractorsof Production Agency. TOT shal be such that the production agency isableto
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procure components/ sub-assemblies/ test equipment directly from OEM’ s Sub-contractors
/Vendors.

Itemized PriceList (IPL). The OEM shall provide Itemized partslist in the Technical

Bid and itemized pricelist (IPL) totaling to end product unit cost in Commercial Bid. Man- hours
required during various phasesof manufactureto redizethefully finished product shal dso beprovided.
The prices of components, fabricated parts, standard items, bought out items, proprietary itemsas
may be relevant shall be provided for various phases of manufacturing programme. Thelist shall
includethe sourceof supply of components, sandarditems, BOIlsandthe TOT shdl includeauthorization
to production agency to procure theseitemsdirectly from the sourceswithout going through OEM.
(Whilethisinformation may bepossiblefor lesscomplex products, it may not bepossibleif theitemized
pricelistisvery voluminous, e.g., aircraft to be manufactured under TOT. Thereforethis paraof the
draft procedure may haveto be suitably modified on acaseto casebasis).

S.

Supply of Documentation.

The TOT Documentation to be provided by the OEM shdl bein Englishlanguageand

include documentation under thefollowing heads:- (In case of procurement from Russian or
other foreign vendors, they may be asked to quotetrand ation charges separately to enablethe
production agenciesto decide whether to undertake the trand ation themsel ves or to seek the
English version of the documentation from thevendor).

0] Engineering documentation

(i) Software documentation and Firmware support manua for embedded software
including source code.

(iir) Manufacturing documentation.
(v)  Testdocumentation.
V) Technical Manudls.

(V) General documentation including Company standards, National and
| nternational standardsand specifications

(vii)  Additional documentationfor repairscentre.
(viii)  Hlustrated partscatalogue.

(ix) Design data- stress, fatigue, performance, qualification, environmental test,
life (cdendar/ total/ overhaul), where applicable.

) Source identification for BOIs and subcontracted items; standard parts,
consumablesetc.

(1) Sparespartslistsand price cataloguefor Operator (O), Intermediate(I), and
Depot (D) level maintenances.

(xii)  Recertification/ requalification test plan, seriestest, pecia category test due
to changein venue of manufacture, whereapplicable.

(i)  “Redband” units, calibration standswhere gpplicable.
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(xv)  Quality procedures, plans, ESS, Specia testsduring production other than
ATP.

(xv)  Dataonreiability-FMECA, MTBF, MTBO, MTBUR, MTBR.

(b) Thedetailg/definition of Documentation to be provided by the OEM under the above
headsisenclosed at Annexurell.

(© The OEM isrequired to furnish * Compliance Statement’ in respect of each type of
detailed documentation requirement listed at Annexurel 1. Non-compliance by the OEM against
any of the documentation requirements depending uponitscriticality will havean adverse
bearingintheevauation of ToT proposal.

(d) The documentation to be supplied by the OEM shall be that which isused by the
OEM or itssub contractorsfor the purpose of manufacturing, assembly and testing of the
licensed product intheir plant. The OEM will ensure compl eteness and exhaustivenessof the
documentation for the purpose and work to be performed by the Production Agency for
manufacturing, assembling, testing, install ation and commissioning, maintenance and overhaull
of thelicensed product in hisplant. Wherever approval of certification agency isrelevant,
approved documentswill be provided. Certification standardsasfar aspossiblewill berelevant
Military (MIL) Specificationsor asmutually agreed with the User’s Certification Agency.

(e Documentation asdetailed in Annexure | to enable the Production Agency procure,
manufacture, operateand maintainthe SMTs, STES, Tools, Jigsand Fixturesrequired for the
FF/SKD/CKD/IM kits manufacturing phase, shall be provided. Wherever softwareisused,
detail s of the software as per documentation listed at Annexure |l including Source Codeand
Firmware Support Manual shall be provided.

® The OEM shall aso provide the data in respect of MTBF, MTBO, MTBR, and
Reliability of the product being offered.

Product Upgrades. Technica dataincluding relevant Documentation updatein respect of

any modifications/ improvements/ upgradesundertaken by the OEM inthelicensed product during the
entirelifecycleof the product/licence Agreement shall be provided to the Production Agency at no
additional cost during theentirelife- cycleof theproduct.

7.

Traning

€) Aspart of TOT, Industrial Training required by the Production Agency toredizethe
Fully Finished Product from SKD, CKD and IM Kits, asthe case may be, during various
manufacturing phasesand for providing component level maintenance support to the Customer
shall be provided by the OEM. The Industria Training shall be in English language,
comprehensive, covering all aspects of design, manufacture, software, installation and
commissioning, system integration and checkout, and component level maintenance of the
product down to sub-assembly, modulesand PCB levd. Apart from classroomtraining covering
thecritical aspects, dueemphasiswill begivento on-the-job training.

(b) All aspectsof softwareareto be comprehensively covered during the softwaretraining
modulewith aview to enable Production Agency’ s software engineersundergoing training to
acquireskillsinthe use, maintenance and update of the software.
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(© Industrid Training shall bein OEM’splants, and/or in the plants of itssubcontractors,
associates, principalsand subsidiaries asthe case may be. OEM shall ensurethat suchtraining
isorganized at thetimewhen OEM hasthe product under productioninitsplant or in the plant
of itsvendors.

(d) OEM ghdl providecompletedetailsof Indudtrid Training programme, whichwill include
scope, location, number of trainees and the duration for each phase of training in terms of
instructor man weeks. Such Industria Training programme shall be mutually agreed upon
between OEM and Production Agency.

(e Detailsof thetraining shall be sub divided into batcheswith the date of start for each
batch, duration of training etc, aswill be agreed upon by OEM and Production Agency subject
to over dl training schedule. Operation and Maintenancetraining for end user shall also be
provided.

® Detailsof Industrial and User Training Programme recommended by the OEM shall
be provided asan annexureto thetechnical proposal. OEM shdll providedetail sregarding the
training aidsand s mulatorsrequired at the production agency and at user locations. Long term
training of production agenciesat the design departments of OEMsshall also beincluded to
giveacomplete exposureto them on design practicesof OEM. Thiswill helpindesignliaison
support including upgrade M odifi cations/Troubl eshooting/Concessionsduring theentirelife
cycleof theproduct.

Technicd Assigance.  Aspartof ToT, OEM shdll providerequisitetechnical assistanceto

the production agency during the phased manufacturing programmeof theproduct inIndia Thedetails
of such technical assistance considered necessary by the OEM shall be provided asan annexuretothe
technical proposal. Thetotal technical ass stance package shall bein number of man weeks spread
over number of missions. OEM shall provide question/ answer serviceand modification advicesduring
thelifecycleof the product at no additional cost.

0.

10.

Specia Maintenance Tools (SMTs) and Special Test Equipment (STES).

@ OEM shall provide complete technical data of the SMTs and STEs used in the
production, assembly, test and maintenance of product. Thisinformation shall alsoincludethe
datafor manufacture and maintenance of the SM Tsand STEs. Detailson manufacturing hours
and cost detailsareto be provided.

(b) Detailsof specia category test (recertification, production seriestesting) along with
test rig/ test set up shall aso be provided. Wherever softwareisused, details of the software
including Source Code and Firmware Support Manual for embedded software shall be
provided.

(c) OEM shdll providedetailsof calibration and periodicity of calibrationinrespect of SMTs
and STEs. Detailsof master tester and associated special facilitiesrequired for thispurpose
(with source of supplies) will be provided by the OEM.

Consumables.  List of consumablesrequired for the manufacture/maintenance of product

along with cost, source detailsand life datashall be provided.

1.

Specia Technologies/ Processes. The OEM shall mentioninthe ToT proposal about
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specid technologiesand specid coatingsand treeting processesa ong with detail sof plant and machinery/
running cost etc vis-aVvis specific components assemblies.

12. Product Support. OEM shall ensurethat the product support including supply of spares
and management of obsolescencefor aminimum of 20 yearsfrom thetimethelast unitisproduced
under the present proposal, shal be availableto the production agency/its customer. OEM shall also
provideaproposd for transferring the complete product support to the production agency in aphased
manner.

13. Commercid Proposd. Thecommercia proposal should be submitted in aseparate sealed
cover.

14. Transfer of Technology (ToT). OEM shadl providecommercia offer for providing complete
Know-How and documentation for the manufacturing of product from SKD, CKD Kitsand IM
phase, asthecasemay be, Industrid Training and Technica Assistanceand therequiredrights, licenses
and authorization to manufacture, useand sell the product. For the Industrial Training and Technical
Ass stance phase, manweek ratefor providing training/ technical assistancein OEM’sown plant(s) or
inIndiamay beseparately provided.

15. Supplies.

€) FFE, SKD, CKD and IM Kits. OEM shall provideitemized pricelist for supply of
FF, SKD, CKD and IM Kits, asthe case may be, inclusive of the production mortality used
by the OEM during manufacture of product in its plants. Itemized price break-up up to
component leve isto beprovided at thetimeof Sgning of the Technicd CollaborationAgreement
(TCA).

(b) SMTs, STEs, Tools, Jigsand Fixtures. OEM shall aso provide completelist with
itemised pricesfor SMTs, STEs, Tools, Jigsand Fixturesrequired for the SKD, CKD and IM
manufacturing phase, asthecasemay be. In caseof Tools, Jgs& Fixtureswherelargequantities
areinvolved, category-wise pricesmay be provided. OEM shall also provide pricesfor ‘O’
level, ‘I’ level and‘ D’ level maintenancefacilitiesof PRODUCT by the User/ Customer.

(© Bought Out/Outsourced/ Subcontracted Items. OEM shadl providethecompletelist
of items, which are bought out/ outsourced/ subcontracted for use in the manufacture of
PRODUCT dongwithitemized pricesand detail sof the sourcesfor procurement. Authorization
for direct procurement by the production agency from these sources shal be given so that no
development cost or NRE chargesareincurred. In case where suggested sources declineto
supply the componentsmaterials, OEM shall takeresponsibility for supply of sameor suggest
alternate sourcesfor the procurement of suitable equivalent components/materialsduring the
term of the agreement.

(d) Life-CycleCost. OEM shall provide the estimated LIFE-CY CLE COST of
the product and the basi sthereof. Factors such asoperationa hours/year, MTBF, requirement
of maintenance spares, mandatory replacementsduring preventive maintenance schedulesetc
may beconsdered for arriving at lifecycle cost.

(e Spares. The OEM shall provideitemized pricelist of sparesrequired as per three
levelsof maintenance of PRODUCT asfollows:-
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() ‘O level: Set per {product} (total _ {product} sets) at
fiddunits
@i ‘I’ level: seteachforagroupof  {product} ( setsfor
{product} ) at Intermediatelevel of maintenance; and
(i) ‘D’ leve: set for {product} at Depot level maintenance.

16. Payment Terms. OEM shall providethetermsof payment for all suppliesincluding

ToT forming part of itscommercia proposa. Specimen Format for Providing Pricesisat Annexurel 1.
(needsto beformulated by the OEM for specific products based on identified milestones).

17. Ddlivery Schedule. OEM shall provide complete schedulefor transfer of documentation,
providing of Industrial Training and Technical Assistance, supply FF, SKD, CKD, and IM Kits, asthe
case may be, Spares, SMTs, STES, Tools, Jigsand Fixturesto match the overall delivery requirement
for manufactureand supply of FF product by the Production Agency. The Documentation for aspecific
phase shall be provided onemonth prior to the commencement of training for that phaseto enablethe
traineesstudy documentation prior to thetraining. Specimen format for providing ddlivery scheduleis
a Annexurel.

18. LiquidatedDamages. OEM shall undertaketo completeitsobligationsin accordancewith
the contractual delivery schedule. For delay in delivery of FF, SKD, CKD and IM Kits, asthecase
may be, Spares, SM Tsand STEsand delaysin theimplementation of PM P caused by or attributable
tothe OEM, the Production agency shall be entitled to claim liquidated damages.

19. Warranty.

€) Documentation. OEM shall warrant that the documentation supplied shal beidenticd,
completeand of equal quality asthe documentation used by himinitsown activitiesand shall
be accurate and compl etefor manufacturing, assembling, integrating and testing of the product
and shdll provide updatesincluding modificationsimprovementsduring thelifecycleof the
product/tenure of the LicenceAgreement.

(b) Material/Equipment/Kit Supply. Itemssupplied should befreefrom any defectsarising
from faulty materid, design or workmanship and should be guaranteed for quality/ satisfactory
performancefor aperiod of minimum 24 calendar monthsfrom the date when the storesare
ddiveredto ProductionAgency. During thiswarranty period, defectsarisng from faulty materid,
design or workmanship, shall beremedied by OEM at hisown cost. If it becomesnecessary,
the OEM should replace any defective portion of the goods or replace the materia/equipment
asawholewithout any additional cost to production Agency.

(© All supplied softwareshould beverified & vaidated by OEM for useof thedesignated
ProductionAgency.

20.  Infringement. OEM shall indemnify and protect at itsown cost, the production agency in
respect of cost/claims/lega clamg/liahilitiesarising fromthird party claimwith regard totheexistence
of any patent or intellectual & industrial property right of any such partiesin Indiaor from other
countries.

21. Performance Guarantee. OEM shdl guaranteethe performance of the product to design
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specificationsat the production agency/ end customer locations.

22.  Validity. Theproposd will bekept valid for acceptancefor aminimum period of 12 18 months
fromthedate of submission.

23.  Technicd CollaborationAgreement (TCA).  After the CNCisconcluded, the OEM shdll
enter into adetailed Technica CollaborationAgreement (TCA) with Production Agency incorporating
mutually agreed termsand conditions.

24, Offsets. The vendor should agreeto provide an offset asper the detail sgiven in the RFP.

25. Globdrights. OEM shall clearly indicate the extent of global rights of sales, which they
would bewilling to offer to the Indian production agency.
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Annexurel to
Appendix ‘L’

SPECIMEN FORMAT FOR PROVIDING DELIVERY SCHEDULE

S. Description Qty. MonthAfter Remarks
No. effectivedate
1 Documentation Transfer inlotsfor each
phase*
2 Traningincluding Fina assembly of
SKD/CKD/IMsto FF for each phase
3 Operation and maintenance course
traning
4 Test equipment delivery
5 First system FAT and Delivery
6 SparePartsddlivery (“O” level spares)
7 SparePartsdelivery (“1” level spares)
8 SparePartsddlivery (“D” level spares)
9 Test equipment delivery for SKD and
CKDs
10 | SKDKitsddivery (___ kitsper month)
11 | CKDKitsddivery (____ kitsper month)
12 IM Kitsdelivery **(_____ kitsper month)

* Documentation for each phase shall be supplied one month prior to start of training of that phase.
** Applicablefor IM Kit based ToT.
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Annexurell to
Appendix ‘L’

DOCUMENTATION DETAILSTO BE PROVIDED BY OEM

1. Engineering Documentation.

€) Structure Breakdown list

(b)  PartsList.

(© Part Electrica Ligts.

(d) Part Drawings.

(e Assembly drawings.

® Cablelooking diagramincluding itspart list, connectors and end preparation details.
(9 Configuration Control Document.

(h) Stress Reports (static /fatigue), performancereports, typetest Schedule/ records,

typetest certificate.

0)

parts specification, detailsof specia processes, moulding toolsetc.

For Coilsand Transformer: winding details, mechanical drawing, purchased

(k) Drawingsof castings forgingswith materid details, vendor information, heat
treatment detalls.

()] Detailsof vendor items specifically developed by the OEM for the Licensed Product.
(m)  For PCB Cards. Schematics, genera assembly drawings, assembly ingtructions,

SMD location processing filesincluding CAE/CAM files.

(n) Engineering change proposal scovering detail sof modifications.

(0) Wiring List and detailsincluding schematics of sub-assembly/ modules/ drawers/
racks.

(p) List of componentswheretrace-ability recordsareimportant.

(o)) Detailsof environment tests carried out on equipment and itssub-systems.

(9) With respect to FPGAsthefollowing detailsarerequired : ACTEL or SRAM

(depending on the manufacture) design filesand the complete schematicwithi/o details—in
theform of atiming diagram of .amfiles.

(9) * Bill of materialsand Ordering Specificationswith Vendors addressesincluding OEMs
specifyingMIL gradedetalls.

®

* Detailsof non-MIL grade componentsand their screening procedures.
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(W  * Fulltechnica detailsof ASICSand Hybrid Micro-circuitsincluding manufacturing

documents.

v) * Full technica detailsof proprietary items, if any (including manufacturing documents).

(w)  *Materid datasheets-chemica composition/mechanica-properties—for all
metdlic/non-metallic materid s'consumables.

2. Softwar e Documentation.
(Asper |EE 12207/MIL-STD-498)

@ Software Requirement Specification.

(b) I nterface design document.

(© Software change proposals.

(d) Firmware support manual for embedded software.

(e Software environment/tool sincluding third party procurements.

® Softwaretest procedure.

(o)) Software User Manual.

(h) Softwareinstal lation procedureincluding user settings of passwords, site specific
dataand any customization code/ key or encryption.

)] IV & V detalls(independent verification & validation).

3. M anufacturing Documentation.

@ Detallsof B/FPGA programming and testing with co-ordinate detail for
placement. Programming file (fusefilein the standard format), programming
platform configuration —tool sand associ ated version control document, verification
document with check sum detalils.

(b) Process Sheetsincluding detail s of special processesand finishesasmay be applicable.

(© Completeset of drawingsfor tooling, jigsand fixturesasmay be applicable.

(d) Photographsof wiring harness’bundlinglevel.

(e List of shop consumableswith details of specifications, sourceof procurements,
dataonshelf life.

® Assembly tree/sequence, assembly process sheetsincluding assembly settings
and checks, assessmentsto be made, matching sub assemblies, markings.

(o)) Any speciad manufacturing facilitiesto be set up indicating plant and machinery,
test equipment and their vendor detailsand cost.

(h) Estimated man-hour requirementsfor assembly and testing at sub-system level.

0) | nspection stages, qudity plan, detail sof inspection equi pment, gaugeswith

sources of supply, €etc.
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(k) Calibration proceduresfor inspection equipment, gauges, heat treatment &
process equipment (furnace/ baths).

() * Operation Sequence Shests.

(m  * Programmefor Production (e.g. NC Tapes/S/W asapplicable).

4, Test Documentation.

@ Factory Test specification, procedure and acceptance test specification, procedure
for PCBs, modules and equipment with detailed instructions on test set up, user of
test and/ or smulation equipment and software, execution of test with recording of
results.

(b) Completeset of drawingsfor manufacture of test jigsincluding ATE fixtures,
programmesas applicable.

(© Complete set of drawingsfor specia to test equipment. Thiswill include
manufacturing detail saswell as software documents.

(d) Special category test detail s (recertification, production seriestesting, quaity
assurancetesting.

(e ‘Redband’ units, calibration proceduresfor test rigs/equipment.

5. Technical Manuals.

@ User handbook detailing operationa use of equipment.

(b) I ngtdlation and commissioning manua

(© Technical description of PCB, Modules, drawers, racks, etc., with details of
block diagram, schematic genera assembly drawing, timing details, PROM etc.
schematic generd assembly drawing, timing details, PROM etc.

(d) Maintenance Manud covering.

(e Permissibleworn-out dimension limits, acceptance test procedure and acceptance
limitsof overhauled product.

)] Repair / salvage schemes, mandatory replacement parts.

(o)) Periodic maintenance.

(h) Trouble shooting and fault diagnosismanual. Testing and repair procedurefor faulty
PCBsup to component level and periphera equipment received from the customer.

0) Structura breakdown list for compl ete equipment.

(k) Recommended SparesLigt, site supply and depot stocking.

()] TheMaintenance Manua shall cover the product for whichthefile of drawings/
documentsisgiven aswell asall vendor itemswhich are part of Licensed Product.

(m)  Overhaulingmanuasincluding details, tests, adjustment, calibration tuning etc., for al

levelsof equipment.
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6. General Documentation (including Standar dsand Specifications).
@ Standard inspection method (inward goodsin-processand fina acceptance).
(b) Process standards/procedures.
(© Workmanship standards/procedures.
(d) Quadlity standards/proceduresincludingincoming inspection procedures, quality manuas.
(e General proceduresasmay beapplicable.
)] Qualified Vendor Listsasmay beapplicable.
(o)) Standard tools, jigsand fixturesas may be applicable.
(h) Company standards.
0) I SO 9001 certification of OEM, vendors & subcontractors/ SO 14000 certification.
(k) Materia/component and product standardsincluding general fastenersand consumables.
7. Additional Documentation.
Repair center documentsincluding detailsof Test Instruments, jigs, fixturesetc.,
for the End User.
8. Documentation shall be provided intheform of hard copy, inmicrofilm/microfisch

and magnetic media, including that required for making copiesof technical manuas
asspecified by the customer. Documentation shall be provided in English Language.

* Applicablefor IM Kit based ToT.
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Annexurelll toAppendix ‘L’

SPECIMEN FORMATSFOR PROVIDING PRICESINFORMATION

deviation.

TOT.

Item Price Remarks

Know-how and usb Payment shall be subject to deduction of taxesin

documentation Indiaasper Doubl e Taxation AvoidanceAgreement in
accordancewith thefollowing schedule (depending on
the product, various stages of paymentsshould be
included without indi cating the quantum of payment) :-
1. Stagel.---
2 Stage 2. - - -
3. Stage3.---
4, —----

Traning

(& Indugtrid Uusb

Traningcovering | * Instructor

all aspectsfor man day

TOT at OEM’s / week

fadility. rate

() FF Phase Upto___ traineesMax.

___working

days/ week

(i1) SKD Phase Upto __ traineesMax.

working

days/ week

(iii) CKD Phase Upto__ traineesMax.

____working

days/week

(iv) IM Phase Upto__ traineesMax.

working

days/week#

(v) Traningon Upto__ traineesMax.

designliaison,

design practices,

designdispogition

on concessions/
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(b)
Operationd/
Fed
Maintenance
Traning
o __ Upto
working traineesand
days week Customer
in and traineesMax.
(i) _ working Upto
days/ week in traineesand
India Customer
traineesMax.
3| Technicd usb Maximum No. of
Assigancein man weeks
OEM’sPant *(Man spread over No.
tobeavailed day/week | of misson
asrequired rate)
TOTAL

*-Minimum mandatory Training and Technical Assistance, which can beprovided at no additional

cost to beindicated.

#Applicablefor IM Kit based ToT.

SMT/ STEs.

COST OF FF, SKD, CKD AND IM KITS,ASTHE CASE MAY BE, SPARESAND

Item

Unit Qty
Price
inUSD

Totd
Price
inUSD

Remarks

- System

(a) Fully Finished System

(b) SKD Kits

(©) CKD Kits

(d) TM Kits#

2. | Spares

(@ O Leve

() ‘I Level

(©)‘D’ Leve

3 | SMT'J/STE's*

(a) Test Jigd Software
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for'O’ leve
ma ntenance

(b) Test Jigs/ Software
for ‘I’ level maintenance

(c) Test Jigy/ Software
for‘D’ level maintenance

(d) Test Jigsand software
for manufactureunder
TOT

*-Excluding Standard
Test Equipment

TOTAL

Itemised SKD Kit Price

Part No Description Qty PriceinUSD

Itemised CKD Kit Price

Part No Description Qty PriceinUSD

LIST OF SPECIAL MAINTENANCE TOOLS(SMTs)AND SPECIAL TEST
EQUIPMENT (STEs).

PART | DESCRIPTION MODEL MFR. QTY. PRICE REMARKS
NO. inUSD
(8 SMTsand STEs required for Maintenance

I I I I I I
(b) TOT Test Equipment

I I I I I I
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LIST OF SINGLE SOURCE VENDOR ASSEMBLIES COMPONENTS
AND PROPREITARY ITEMS

Componenets | PIN | Pricein USD | Vendor
(8 SMTsand STEsrequired for Maintenance

(b) TOT Test Equipment

SPARES.
(@ ‘O’ Level sparespartslists( Set per )
No. Item Description Qty. per set [tem Pricein Total Pricein
UsD UsD
| Total | | |
(b) ‘I" Level sparespartslists( set per )
No. Item Description Qty. per set [tem Pricein Total Pricein
usb usb
| Total | | |
(c) ‘D’ Level sparespartslists( Set per )
No. Item Description Qty. per set [tem Pricein Total Pricein
UsD UsD
[ Total [ [ [
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Defence Procurement Procedure

(‘Make Category)
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CHAPTER |l - DEFENCE PROCURMENT PROCEDURE (MAKE)

1 The Defence Procurement Procedure 2002 came into effect from 30 Dec 2002 which
was applicablefor procurement under * Buy’ Category. The scopewasfurther enlarged toinclude
‘Buy and Make' procurements through imported Transfer of Technology decisions. Procedure
for Indigenous Research, Design, Development and Production of systemsisnow being addressed
under “Make” category.

2. Theresurgencein Indian industry today offers scope for their greater involvement in the
Defence sector, due to availability of requisite skill and infrastructure for undertaking defence
production and even research and development in some fields. Over the last four decades,
considerable resources have been invested in setting up our Defence Research and Devel opment
infrastructure through which we have achieved enhanced capacities in the Defence sector. We
arealso witnessing today asignificant growth of our private sector with many industriesbecoming
global players. We have also seen a shift in the role of the private sector in the field of
indigenisation. From the role of suppliers of raw-material, components, sub systems they have
now become partners and manufacturers of compl ete advance systems. Private Sector can today
harness available expertise of management, scientific and technological skills and also raise
resourcesfor investment in research and devel opment, towards achieving our goal of self reliance
in the defence preparedness of the country.

3. The report of the Kelkar Committee on review of Defence Procurement Procedure had
recommended an integrated approach involving Users, Ministry of Defence and the Industry in
the“Make” procedure. DRDO should concentrate on projects requiring sophisticated technol ogy
of strategic, complex and security sensitive nature. Outsourcing of Research and Development
work of high technology to private sector should be on the lines of parallel development for
which the cost should be shared. A minimum order quantity to sustain the financia viability of
development within the time schedule should be spelt out to encourage private sector
participation. These recommendations of the Committee have been accepted by the Government
for implementation. The procurement through indigenous development would be divided into
following categories:-

€) Strategic, Complex and Security Sengitive Systems. These projects would be
undertaken by DRDO. The development of these systems would be as per the DRDO
procedure and would utilise DRDO fundsfor execution. These projectswould be managed
through Defence R& D Board.

(b Low Technology Mature Systems.  These projects would be categorised as
“Buy Indian” and must have minimum 30 per cent indigenous content.

(© High Technology Complex Systems. Projects under this category would be
identified as ‘Make'. These projects would be undertaken by RURS/ Indian Industry /
DPSUs/OFB/ Consortiaon alevel playing field. This procedure would also be adopted
for al upgrades categorised as ‘Make'.

4, The procedure set out in succeeding paras would cover ‘High Technology Complex
Systems' identified under the “Make” category. In formulating this procedure the relevant
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recommendations of the Kelkar Committee Report have been duly incorporated. This procedure
would, however, not be applicable for innovations / developments undertaken by the Services
from their respective Technology Development Funds.

>

5. The aim of this procedure is to ensure Indigenous Research, Design, Development and
Production of capabilities sought by the Armed Forces in prescribed timeframe while optimally
utilising the potential of Indian Industry. In addition, it would also achieve self reliance in
Defence Equipment.

Scope

6. The Defence Procurement Procedure ‘Make' will cover all capital acquisitions of High
Technology Complex Systems and upgrades undertaken by indigenous Research, Design and
Development. These would be undertaken by Ordnance Factory Board (OFB), Defence Public
Sector Undertakings (DPSUs) and Indian Industry and industries identified as Raksha Udyog
Ratna (RUR) / Consortia on alevel playing field on shared development cost.

Acquisition Process — M ake Procedure

7. The acquisition process for this procedure would commence with the issue of Defence
Planning Guidelines. HQ IDS besides formulating the Defence Capability Plan Document and
the LTIPPwould order feasibility study for each project of LTIPP. HQ IDSwould beresponsible
for having the projects categorised as ‘Make' and getting the * Acceptance of Necessity’ from
DAC. After approva by DAC, the project would be processed by the Acquisition Wing. This
would include, constitution of Integrated Project Management Teams (IPMT) which would
prepare Project Definition Document (PDD), issue Expression of Interest (Eol) for short listing
of agencies and carry out detailed analysis of Detailled Project Report (DPR), and obtaining
CFA approval. The monitoring of the projects during the design and development of prototype
phasewould be carried by the IPM T which would periodically apprise the progress of the project
to Defence Production Board through Acquisition Wing. The conduct of trialsand its evaluation
would be under the aegis of the respective Service. After acceptance of the staff evaluation
report, commercial negotiations would be carried out with the L1 agency for award of contract
for Limited Series Production (LSP). The processis outlined in the form of aflow chart placed
at Appendix A.

8. The acquisition process under Make Procedure would involve the following functions:-
) Defence Capability Plan.
(b) LTIPP.

() Preliminary Services Quadlitative Requirements (PSQRS).
(d Feasbility Study.
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(e Categorisation and AON by DAC.

H Congtitution of IPMT.

(9) Stages Leading to Detailed Project Report (DPR).

(h) CFA approval.

0 Design and Development of Prototype.

(K) User Trials by Service HQ.

0] Staff Evaluation.

(m)  Solicitation of Commercial Offers.

(n) Commercia negotiations by Contract Negotiation Committee (CNC).

(0 Award of Contract.

Defence Capability Plan

0. HQ IDSwill spell out the capabilities required by the Services to achieve the objectives
set out in Defence Planning Guidelines. This should cover Defence Capability Plan covering 15
years time horizon for attaining the desired capability. For this purpose, the capabilities could
be grouped into different fields like Intelligence, Reconnaissance, Surveillance, Electronic
Warfare (EW), Network Centric Operations, Precision Guided Systems etc. Development of
critical and security sensitive technologies leading to next generation weapon systems and
platforms for Defence will remain the area of prime focus of establishments under DRDO or
any other agencies of Government of Indiainvolved in such research and developments. These
are the areas where indigenous technologies may not be available or may be cost exorbitant to
develop by the Indian industry because of their higher research content, elaborate infrastructure
requirements, long gestation periods or uncertain extent of employment by the armed forces.
DRDO would work jointly with Academia, Universities and other National Science and
Technology establishments and through technology collaborations. These technology projects
necessitate higher content of science and technology oriented R& D. These projects will require
separate funding and would be managed primarily by DRDO. The projects covered in this
‘Make’ Procedurewould be based on proven or matured technol ogieswhere fundamental research
is not required. These would be undertaken by DPSUs/ OFB / Indian Industry or Consortia.

LTIPP

10. The Long Term Integrated Perspective Plan (LTIPP) would flow out of the Defence
Capability Plan. HQ IDSwould breakdown the broad capabilities so asto list out the programmes
and projectsrequired to betaken up to achieve the capabilitiesrequired in the Defence Capability
Plan. The 15 yearsLTIPPwould cover systemsrequired by each service based on the operational
requirements to meet each of the stated defence capability. The requirement of upgrade of in
service equipments/systems with a given time horizon would also be spelt out in the LTIPPto
facilitate conduct of separatefeasibility studiesfor categorisation. Theinputsof user and training
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institutionswho exploit the equi pment should betaken into account while projecting therequirements
and specificationsof upgrades.

Preliminary Services Qualitative Requirements (PSQRS)

11. For the equipment identified inthe LTI PP, the Service HQ or the L ead Servicefor the Joint
Servicesrequirementswould formulatethe Preliminary Services Qualitative Requirements (PSQRS).
The PSQRs so formulated would be broad based and redlistic. The PSQRs must expressthe Key
Performance Parametersi.e. Essential Parameters and the Desirable Parameters which could be
demonstrated at alater timeframe. Thisiswith theaim that thefirst prototype should be ableto meet
the Key Performance Parametersi.e. Essential Parametersand subsequent upgrades/ devel opment
shouldinclude Desrable Parameters. All Research and Devel opment activitiesmust adopt continuous
Technology Devel opment Cyclewherethe devel opment of Prototype and future technologiesto be
incorporated i n the upgrades must commence concurrently.

12. Thedraft PSQRs so formulated by the Service HQs would be circulated to DRDO, DDP,
DGQA/DGAQA, Directorate of Standardisation and wherefeasibleto Indian Industry to seek their
commentson the capability of DRDO and Indian Industry / Consortiato achievethese objectives. In
caseof commonality of equi pment between the services, theresponsbility of formulating such PSQRS
would be of Lead Service nominated by HQ IDS.

13.  Theessentid parametersof PSQRsof equi pment would beof proven State of theArt technology
avallableinIndia/ world market. The Desirable Parametersof the PSQRswould be based on futuristic/
emerging technol ogies. Research to achieve the desirabl e parameters must commence aong with the
development activities being undertaken for prototype. In case the Research and Development
Organisationsareof theopinion that the Essential PSQRs so formul ated aretoo stringent and may not
be achievable, the SHQ would review the PSORs.

14.  ThePSQRswould besubject toreview asthe development progresses. IPMT wouldinteract
with Service HQ to give thelimitation of technol ogies and then amend the PSQRS, if approved by
SHQ. The essential parametersthat are to be demonstrated for the prototype clearance would be
frozeninthe Preliminary Design phaseand would beduly ratified by respective SEPC/ISEPC. In case
theessentid parametersareto beamended subsequently to the Preliminary Design Phase, approva of
DACwould betaken by theIPMT through Defence Production Board.

Feasbility Sudy

15. HQ IDSwould beresponsiblefor undertaking feasibility studies of al projects under the
LTIPR. Theaim of thisstudy would beto identify the projectswhich DRDO, DPSUS, Indian Industry/
Consortiahasthe capability to design and devel op within the timeframe required by the respective
Services. Thisstudy could elther be undertaken by respective service or any other agency asnominated
by HQ IDSand would havetherepresentativesfrom DRDO, DGQA, Industry, Department of Defence
Production (DDP), HQ IDSand MoD (Fin). HQ IDS may engage consultantsto assist the Study
Group asrequired. Functioning of the Study Group would be monitored periodicaly asdecidedinthe
convening ingtructionsby the Joint Planning Committee.

16.  The study group report must bring out cost benefit analysis, spin offs and would give
recommendations on the capability to undertake projects under ‘Make' category within the
country.
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Categorisation and AON by DAC

17. HQ IDSwould submit the study group reportsof projectsunder ‘Make' category to DAC
through SCAPCHC for cons deration and obtaining approva, ratification of categorisation and accord
of Acceptance of Necessity. Following would be highlighted by the SCAPCHC in the presentation to
theDAC:-

@ Estimated capital expenditure.
(b) Sharing of development cost.
© Likely development agency (ies).
(d) Minimum order quantity.

I ntegr ated Project Management Team (IPMT)

18.  AftertheAcceptance of Necessity hasbeen accorded by the DAC, Acquisition Wing would
congtitutean IPMT for each project. It would beamulti-disciplinary team headed by a Serviceofficer,
capableof usng methodsand toolsto analyse and assist in preparing aDetailed Project Report (DPR)
by short listed agencies. It will consist of membersfrom ServiceHQs, HQ IDS, DRDO, DOD, DDPR,
Integrated Finance, OFB, DPSUsand accredited industries on need basi s depending upon the project
requirements. Theteam leader can co-opt other membersfrom eminent scientific, academicingitutions
and other specialiststhat may berequired by theteam to carry out itstask for which separate funds
would be provided by the Acquisition Wing. The congtitution of the IPM T isgiven at Appendix B.

19. IPMT would beresponsiblefor thefollowing:-

@ Carrying out the detailed analysis of the Detail ed Project Report (DPR) submitted by
theagencies.

(b) Progressthe DPR for gpproval.
(© Monitoring and reporting the progress of the project asper the milestoneslaid down.
(d) Beaninterface betweenthe Service HQ, R& D Organisation and Devel opment Agency.

(e Assistin conduct of research to achieve the desirable parametersfor future upgrades.

Sages L eading to Detailed Project Report (DPR)

20.  TheDetailed Project Report (DPR) would be prepared by the short listed agencies. The
stages leading to DPR are as given below:-

@ Formulation of Project Definition Document (PDD).
(b) Issueof Expression of Interest.

(© Assessment of capability of Developing Agency (ies).
(d) Preparation of Detailed Project Report (DPR).
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21. Project Definition Document (PDD). The PDD would be prepared by the IPMT. It
should summarise systematically the following aspects:-

@ Define the system which would meet the Service requirements.

(b Develop the System Requirements keeping in mind the time and cost vis-a-vis
performance parameters.

(c) Identify the requirements of Technology Demonstrators, if required, so as to
managetherisk to alevel consstent with time and cost parameters. The agreed acceptable
levels of risk should be revisited at all major decision points. The project team and
design/development agencies should, when appropriate, operate a common risk
management process.

(d Stage at which the proposed production agency (ies) need to be dovetailed with
the project.

(e Service which will evaluate the prototypes in case of joint services systems.

) Safety aspect for the safe performance of equipment during testing and evaluation
stages.

(9) The requirement of Limited Series Production, after successful completion of
prototype development.

(h) Define the exit criteriain case the programme does not proceed according to the
predetermined milestones.

0 Requirement of minimum order quantity to be placed on successful developer.

22. Expression of Interest. ThelPMTswouldinvite Expression of Interest (Eol) from
DPSUs/OFB / dl theRURs/ Indian Industry / Consortiathat would participate in the programme.
The Indian Industries should meet the criterion as per the guidelines for selection of RURs. The
empanelment of these industries would be done by Department of Defence Production. DRDO
can assist the Industry by having back to back arrangementsfor conducting Research, Design or
Development for which the appropriate charges would be levied by DRDO. The database of
industry i.e. Defence Public Sector Undertakings (DPSUs), Ordnance Factory Board (OFB),
Indian Industry and Raksha Udyog Ratna (RUR) would be maintained by the Department of
Defence Production for identification of the prospective agenciesfor undertaking the devel opment
and/ or manufacture. The Guidelinesfor Selection of RURs are placed at Appendix C. The Eol
should also lay down the broad parametersof the eval uation process and acceptance criterion for the
system under devel opment. Thetimeframefor induction of equipment must beexplicitly mentioned so
that theindustry can respondin ameaningful manner. Theindustry/ Consortiawould furnishfollowing
informationinresponseto EOI:-

@ Featuresof the proposal.
(b) Recommended stages/ phaseswith prioritiesand time schedul es.
(© Definemilestonesthat can be clearly demonstrated to facilitate project monitoring.
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(d) Detailed risk andysisincluding the measuresto managetheserisks.

(e Estimated capital expenditure.

)] Mention the specific expertise and know-how, which the devel opment/production
agency (ies) possesses to handle the product(s).

(9) Role of foreign technology provider, if any.

(h) Requirement of proof firing and other specialised testing assistance where
facilities are available only with DRDO/DGQA.

()] Indicate the minimum order quantity which they would like to execute after the
successful completion of the project.

(k) Undertaking to furnish the cost of the fina product during the evaluation stage
itself, once the fina configuration of the end product under development isfrozen. This
will prevent the devel opment agency to hike the pricesin case only one agency isableto
develop the product.

Assessment of Capability of Developing Agency (ies).

@ IPMTs would make a detailed assessment of the responses received to the EOI.
This would include an assessment of the manufacturing and design capability of all the
industries/Consortia who are interested in participating in the progranme. The IPMT
would clearly identify thecritical technology areas of the development programmewhere
design and manufacturing capabilities are being devel oped or are being obtained through
the collaboration route from a foreign partner by the industry. The contribution of the
Indian industry in the critical technology areas should be the key criterion in assessment
of various proposals. Indian industry should not become conduit for entry of foreign
companies without any significant value addition by the Indian partner.

(b The industry/consortia must submit a comprehensive proposal in their response
to Eol. The proposal should contain system configuration and technical details of sub
systems. The names and details of the foreign technology provider must also be
mentioned. The nature of the collaboration, if any, and the benefits accruing to the Indian
industry has to be carefully examined by the IPMT. Any MoUs between OFB/DPSUs
with aforeign firm for Co-production/TOT /Procurement of equipment should have the
approva of DAC. OFB/DPSUs would be free to choose foreign technological partners
for sgning MoUsfor co production/ToT/procurement of equi pment for al such schemeswhere
they haveto competefor obtaining an order. The*Make' categorization may lead to denial of
Offset opportunities to defence industry, therefore, the benefits arising due to ‘Make’
categorization needsto be carefully eval uated. The offer from thelndian industry must clearly
mention that the I PR rights of the products are owned by the Indian industry. In case of
projects which are funded by MoD, the Intellectual Property Rights would belong to the
MoD.

Short Listing of Development Agency (ies). Minimum two production agencies would

alwaysbe short listed, for the development of a system. However, there may be compulsionsthat
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some devel opments can only be undertaken by one production agency. In such acase, approval of
DA C would be taken before the project is sanctioned. Even in case of Single Vendor approval, it
would beensured that devel opment of components, subsystemsand system ison multi-vendor bass.
Anessentia requirement for short listing of devel opment agency (ies) isidentification of firmswith
proven excellencewith capability to contribute dueto their technica , managerid andfinancid strengths.
Following aspectswould be examined by the IPMT for short listing of devel opment agency (ies):-

@ Product structurewith specifications.

(b) Competenceto addressthecritical technology areasof the project through indigenous
means.

(© Past supplies/ contractsfor the defence products.
(d)  Financid statusof thecompany.
(e Annua Report.

25. ThelPMT would forward thereport of short listed agenciesto Acquisition Wing for approva.
TheAcquistionWing after scrutiny would forward thelist of short listed agenciesto Defence Production
Board. The Defence Production Board would select two best agencies out of thelist of short listed
agenciesasper laid down criteriato under take the design and devel opment phase.

26. Detailed Project Report (DPR). The IPMT would order preparation of Detailed
Project Report (DPR) by two nominated agencies. The DPR would stipulate the scope of the
work in terms of the following:-

@ Provisional Service Qualitative Requirements (PSQRS).

(b Development stages/phases with priorities and time schedules.

(©) Define milestonesthat can be clearly demonstrated to facilitate Project monitoring
including Project Evaluation and Review Technique (PERT) Chart. Critica activities
would aso be identified.

(d) Detailed risk analysis and formulate a risk management plan.

(e Estimated Capital Expenditure. Major milestones would be linked with
estimated financial outgo at the completion of activity or achieving the milestone.

) Funding for development of prototype and to carry out the research activities for
achieving the desirable parameters.

(9) Role of foreign technology provider, if any. There should be minimum 30 per
cent indigenous content in the developed prototype.

(h) Requirement of proof firing and other specialised testing ass stancewherefacilitiesare
availableonly withDRDO/DGQA.

0) Evaluation process and acceptance criteria

(k) Sharing of development cost.
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() Requirement of minimum order quantity to be placed onthe successful devel oper.

(m)  Definethe exit criteriain case the programme does not proceed according to the
predetermined milestones.

27.  ThelPMT would analyse the Detailed Project Report (DPR) and submit the same along
with its recommendation especially with reference to Exit Criterion defined in the DPR, to the
Acquisition Wing for approval.

CFA Approval

28.  The financia sanctions for development of the projects would be obtained by the
Acquisition Wing based on the cost of the project proposal asunder:-

@ Projects upto T 50 Crores - Secretary DP.
(b) Projects upto ¥ 100 Crores - RM.

(© Projects upto T 200 Crores - RM & FM.
(d) Projects more than¥ 200 Crores - CCs.

29. Provison of Funds. Fundsareproposed to be provided for devel opment projectsapproved
under thisprocedurein amanner and subject to the conditions approved by the competent authority
under the Account Head ‘ Make Procedure- Prototype Development Account’, which would be
operated by Acquisition Wing.

30. Fundingof Projects.  Acquisition Wing would issueappropriate sanction after gpprova of
Competent Financial Authority (CFA). The sanction would be based on* Detailed Project Report
(DPR)” and shall inter-aliacontain cost estimates and other necessary detail s such as schedul e of
release of paymentslinked clearly to achievement of well defined milestones. The Project Sanction
Order (Government letter) would clearly indicatetitle, number, PDC, costswith break upsinmain
budget head, specid financid powersif any, monitoring and management mechanism. Unlessor other
wise mentioned inthe Government | etter the date of i ssue of the Government | etter isconsidered as
date of commencement of the project. The Project Sanction Order for the devel opment would bein
the form of a contract by Acquisition Wing. In case where the system configuration is complex,
development lead timeisrelatively long, technological risksare substantial, the Defence Acquisition
Council (DAC) would approvethe sharing for the devel opment cost with the devel oping agency (ies).
The sharing of cost would normally beintheratio of MoD (80%) and theindustry (20%). TheIPMT
would identify important milestones during the devel opment of prototypes. Fundswould berel eased
by Acquisition Wing to theindustry based on the recommendations of the IPMT as per schedul e of
release of paymentslinked to achievement of milestones. Nominated agenciesshall provide necessary
information/ingpection of relevant financia documents/information rel ated to the project asand when
required by theMinistry of Defence.

Design and Development of Prototype

31l. ThePSQRisthestarting point for commencement of Research, Design and Development
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Project. Thestagesfor design and devel opment of wegpon systemswould vary from systemto system
depending on the complexity. Therefore, it may not be possibleto prescribe aunique model for all
development projects. The respective design and devel opment agency would therefore adopt the
devel opment strategy which would be clearly indicated inthe DPR. However, it isexpected that the
design and devel opment stage would undergo thefollowing minimum phases -

€) Project Definition Phase.  In this phase, any modifications / refinements /
amendmentsto DPR, if considered necessary may be carried out. The Project Definition
Phase is a prelude to the Preliminary Design Phase.

(b) Preliminary Design Phase. During the Preliminary Design Phase, the design
parameters are established for configuration, performance in compliance to users
requirements and trade off in the design. This also takes into considerations various
testsand mock up studiesto be conducted. Mathematical Modelling, Smulation, 3D Moddling,
Finite Element Methods (FEM) Anadlys's, Computationa Fluid Dynamics(CFD) analysisetc.
would becarried out. Thetest methodol ogy and the requirement of test facilitieswould so be
finalized. Specificationsof variousequipment, syslemsand sub-systemsthat areto beusedin
the equipment or intheweapon systemswoul d befinalised and all SQRsfrozen. Any further
changesto SQRsbefore the devel opment of the prototype would be put up to the DAC for
approval.

(© Detailed Design Phase. Thisphaseincludesthe detailed design of systems/
sub-systemsdownto al components. Findlization of thetolerancesand sengitivity anaysisfor
parameter variationswould be carried out. Engineering design document, drawings, process
planning would befirmed up. Successful prototype devel opment isacomplex multi disciplinary
task and isan iterative process, therefore, the detail ed design phase —followed by critical
design review would haveto berevisited several timesduring the prototype devel opment
processbeforethe complex systemisfully realized meeting all therequirements.

(d) Fabrication/ Development Phase.  Manufacture of sub assemblies would be
carried out based on the final specifications arrived at in the detailed design phase.
During this phase the manufacturing process, tooling requirement, stage inspection
process, requirement of jigs and fixtures etc. would also be finalized.

(e Test & Analysis. Concurrent with the design phase, testing of several
components, system / sub-system are undertaken. Thisisdone either to refine the design
further or for freezing the design if the components, system / sub-system have been
proven. Test and analysis should a so include software verification. Design testing through
simulation can also be under taken. 100 per cent screening test for all bought out items
would be carried out. Test records of Commercialy Off the Shelf (COTS) assemblies
would be maintained. Test reports of fabricated assemblies and the inspection procedure
would befindized. Thetesting may require specidized facilitieslike conduct of proof firing and
extensvefiring trialsfor weapon systems. Such facilities, specifically required for military
applications, are national resources, and are mostly avail able at sel ected centersof DRDO
and DGQA whichwould be made avail ableto the devel opment agency at their ownrisk.
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® Integration.  During thisphase, various systemsand sub-systemsareintegrated
andthesystemintegrationtesting iscarried out in accordancewith thetest procedures approved.
Theintegration procedure, theinterface detail s, the performance and assembly of modules/
sub systemswould befinalized. The sub systemswould haveto qualify when subjected to
environmenta testsliketemperature, vibration, shock, dust, sedling etc.

(9 PerformanceEvaluation.  After theintegration of thevarioussub systems, the
prototypewoul d besubjected totechnicd and limited fid d trid sto assesstheoverdl performance
of the systems againgt stated SOQR by the devel opment agenciesand IPMT. Based onthetest
and anayssconducted by them, theremay beaneed for change of design. Thisisacontinuous
process until thedesignisfinally proven and meetsthe SQRs. If for somereasons, certain
SQRsare not met dueto the constraints of technology, the ServicesHQ would beinformed
and discussion held with them to change the SQRS. If the changes are accepted by the Service
HQ, the prototypewould be offered for user trias.

(h) The Developing Agency would also mention the Life Cycle Cost (LCC) of the
equipment. All documentations, test and procedures followed to assess the Life Cycle
Cost would be authenticated by IPMT and thereafter evaluated independently during
user trials.

() Research for future upgrades must commence with the developed prototype.
This research would be based on desirable parameters of SQRs. This is with aview to
shorten the development cycle for future upgrades.

32.  ThelPMT would closely monitor the project during all phases of design and development
of prototype. The IPMT would submit the progress report of the project linked to achievement
of milestones to Defence Production Board through the Acquisition Wing with respect to the
following:-

@ Achievement of milestones.
(b) Recommend release of payments.

(©) Recommend foreclosure of the projects as per Exit Criterion defined in case the
programme does not proceed according to pre determined milestones.

33.  Aftertheprototype hasbeen developed, theIPM T would carry out user trial readinessreview
of the prototypebefore offering it for user trials.

User Trials by Service Headquarters

34. User Tridswould be carried out inatimebound manner by the SHQ in close consultationwith
IPMT to validatethe performance of the system againgt the parameters/ specifications approved after
the devel opment of prototype. SHQ will formulatethe Tria Directiveand constitutethe Trial Team.
Thetrid directive must specify the fundamental pointsthat need to be addressed for validating the
‘Essentia’ parameters. The SQRsof the equipment would beapart of thetrid directive. Thevaidation
of thesupport system and maintainability trias, integral to and complimenting thetrial programme of
theweapon system should be held s multaneoudy, wherever feasible. Representativesof DRDO, QA
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agency may dsobepart of thefield evaluation, on asrequired bass Theuser can recommend modification
tothesystemfor ease of handling and its maintainability. At thisstage, no changes should be suggested
which require redesigning of the system/sub system or technol ogy upgrade. Such suggestionswould
be consdered and implemented in subsequent phases of devel opment.

Saff Evaluation

35. Based onthe User Trials, the SHQ would carry out astaff evaluation, which givesout the
compliance of the demonstrated performance of the equipment vis-avisthe SQR. Thestaff evaluation
report will be approved by the Service HQ and forwarded to the Acquisition Wing for acceptance.
The Technica Manager would receivethe Staff Evaluation Report, and after due examination, submit
thereport to the DG (Acquisition) with hisrecommendationsfor acceptance or otherwise. Waivers/
amendmentsto SQRs during the devel opment stage can be sought at Staff Eval uation Stage. Insuch
cases approval of RakshaMantri would betaken.

36. Oncethe Staff Eval uation Report isaccepted no morefundswould bereleased from‘ Make
Procedure- Prototype Development Account’. The procedure followed for procurement would
thereafter besameasfor ‘Buy’ category. Allocation of fundsfor thisproduct woul d have been anticipated
and made by the concerned servicesinthe AAPof the concerned year.

Solicitation of Commercial Offers

37. Request for Proposal would beissued to the agencies accepted in the staff eval uation report
for soliciting thecommercid offers.

Contract Negotiation Committee (CNC)

38.  Theprocessof commercia negotiationsfor Minimum Order Quantity asgiveninthe DPR,
would commence after Staff Eval uation Report hasbeen accepted by the DG (Acquisition). TheCNC
will carry out all processesfrom opening of commercia bidstill conclusion of contract. The sealed
commercid offersof the devel opment agenciesshall be opened by the CNC at apre determined date
and time under intimation to agencies, permitting such agenciesor their authori sed representativesto
be present.

39.  The process will start with preparation of a ‘ Compliance Statement’ incorporating the
commercial terms offered in the RFP and that sought by the agency (ies), analysis of the
discordance and the impact of the same. A similar statement would be prepared in regard to
deviations noticed in the delivery schedules, performance warranty, guarantee provisions,
acceptance criteria, Engineering Support Package (ESP) etc. Comprehensive analysis of the
commercid offer will form thebasisfor subsequent decisons.

40.  TheCNCwill prepareaComparative Statement of Tenders(CST) with aview to evaluatethe
technically acceptable offersand determinethelowest acceptable offer (L1 Agency). Thiswould aso
includeitsLifeCycleCost.

41. In multi vendor cases, on opening of commercia offers, once L1 vendor isidentified the
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contract should be concluded with him and therewould be no need for any further price negotiations.
However, negotiationscan beheldinexceptiona circumstanceswherevaidlogica reasonsexist and
such negotiations should be held only with L 1. In case of procurement of new equipment onsingle
vendor /resultant Singlevendor basis, CNC should establish abenchmark and reasonableness of price
in conaultation with IPMT before opening thecommercia offer. Oncethe commercid offersare opened
and the price of the agency isfound to be within the benchmark fixed, intheinternal meeting, there
should be no need to carry out any further price negotiations. Aspects of advance and stage payments
(where applicable) would also be given upfront inthe RFPso that it facilitates selection of L1 agency.

Award of Contract

42.  Consequent to the approval of the CFA the contract would be signed by the concerned
Acquisition Manager/ Director (Procurement) in the Acquisition Wing. The Standard Contract
Document at Chapter V of DPP 2011 would bethe guideline. Thedraft contract would be prepared
asper theseguidelines. Thedate of signing of the contract would bethe effective date of contract.

43. Limited SeriesProduction. Limited Series Production would be undertaken by L1
Developing Agency and the equipment would be offered to the user for further exploitation and
placing of order for the balance of the equipment. The Manufacturing Agency would be the
Authority for Holding Sealed Particulars during the Limited Series Production Stage. The sealed
particulars would be transferred to DGQA/DGAQA after the first Limited Series Production is
accepted by the user service. The unsuccessful agency would aso handover the drawings and
documents of the prototype to QA agency for projects funded by MoD after L1 has been
determined.

44, The next phase of up gradation of the prototype for development of itsMark |1/ Mark 111
variants would be guided by desirable parameters.

45, Project Monitoring and Review. The progress of the project would be monitored by
the IPMT as per the defined milestoneslisted in the DPR. IPMT would periodically apprise the
progressof the project to Defence Production Board through Acquisition Wing and who inturn would
apprisethe DAC. Thereview of the projectswould encompass.-

€)] Reviewing technical progressof projectswith respect to planned objective, milestones
achievement, time, cost, scopewhen ever changes are necessary, re appropriation of funds
within sanctioned cost.

(b) Recommending enhancement of funds& PDC extension.
(© Recommending aternate approach, whenever necessary.

46.  Theactua approval for cost, PDC revision would be obtained from DA C by the Defence
Production Board. In case the project does not proceed according to the predetermined milestones
and there are time and cost overruns the project may be foreclosed as per the exit criteriagiven
in the DPR.
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Deviation

47.  Any deviationfromthe prescribed procedurewill be put up through the Defence Production
Board to the RakshaMantri for approval.

Review

48. Review of the procedurewould be undertaken after every two years.

Conclusion

49.  Theunderlying principlefor formulating aseparate procedurefor the“Make” category of
procurementsisto enhance the indigeni sation component in our acquisitions. Developmental snags
may result in cost overruns, occasional failuresand need for midcourse correction. Whileall theseare
likely ingredients of such devel opment ventures, all out effortswould be made through the detailed
provisionsincorporated in this procedure for monitoring of the project, to achieve all established
milestonesand the end product. The closeinvolvement of the Servicesat dl stagesof thisdevel opment
processand induction, which isan essentia feature of the prototype devel opment process, under this
“Make” procedure, should reduce substantially, thelead time on acceptability and induction.

50.  Thisprocedure hascomeinto effect from 01 September, 2006. There are, however, cases,
whichwould be under various stages of devel opment at thetime of commencement of this procedure;
the processing of these caseswill continue ashitherto foreand will be deemedto bevalid.
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AppendixA
(Refersto Para 7)

Flow Chart for Defence Procurement Procedure (MAKE)
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IPMT orders preparation of
DPR by two nominated Agencies > . IPMT
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criterion)
AcqWg v
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Acquisition Wing

AcqWg
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Projects more than ¥ 1000 Crores CCs.



OX>» 0

167

After CFE approval
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E After Development of Prototype
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Appendix B
(Refersto Para18)

COMPOSITIONOFIPMT

ServiceHQ

Rep HQ IDS

Reps Technical / Maintenance/ L ogistics Branch/User (asrequired)
Rep DRDO (Technica Advisor)

Rep Integrated Finance

Rep other Science & Technology Ingtitution/ Academia (asapplicable)
Rep Department of Defence Production

Rep Industry (asapplicable)

Rep Costing Group

Rep DGQA/DQAQA

AcquistionWing
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AppendixC
(Refersto Para22)

N0.9(8)/2005/D(S-111)

Government of India

Ministry Of Defence
(Department Of Defence Production)

South Block, New Delhi
May 09, 2006

GUIDELINES FOR THE SELECTION OF INDUSTRY “RAKSHA UDYOG RATNAS’/
‘CHAMPIONS' IN DEFENCE PRODUCTION

A. Preamble

The Ministry of Defence, Government of India, in promoting the participation of Private
Industry in Defence Production, and to enable the Government to utilize available resources,
both in the Public and Private Sector to the maximum extent for production of Defence equipment
needed by the Armed Forces for the defence of the nation, have decided to identify the Industry
leaders, hereafter referred to as “Raksha Udyog Ratna/Champion”, who shall be associated in
Defence acquisitions undertaken by the Government. The RURs should be treated at par with
Defence PSUs, which are selected by the Government for receiving technology and undertaking
licence production with Transfer of Technology (TOT) from overseas sources. In order to select
such “Raksha Udyog Ratna (RUR)” in afair and transparent manner, the Government hereby
enunciates the following guidelines:-

B. Guidelines

(D) These shall be called the Guidelines for the selection of Industry “RUR” as described in
the Preamble above.

2 Company registered under the Companies Act, which is a manufacturing concern, can
apply in the prescribed form enclosed for being selected as an Industry “RUR” for Defence
Production. Such application shall be received in the Department of Defence Production.

(€] (i) All such applications for selection of “RUR” shall be examined and scrutinized by a
Committee constituted by the Department of Defence Production, Ministry of Defence with the
approval of Raksha Mantri. This Committee shall have the following Members :-

@ Eminent personality - A person with an exceptionally good experience in
Government, Defence experience would be an added advantage - Chairperson

(b A high level independent Technical expert;

(©) A high level independent Financial expert; and

(d) A high level independent Management expert :(Dean/Prof. Of 1IM).
(e A representative of Integrated Defence Staff (IDS).
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Technica support : OrganisationlikeEIL
Secretaria support ; DDP, MaD.
)] A rep of Army/Navy/Air HQ - to be associated on aneed basiswhen required.

(i) This Committee shall be provided with technical support, scrutiny and examination of the
application by an organization like EIL, which will be selected by DDPinMoD.

(i) Secretarial support tothe Committeeshall be provided by the Supply Wing of the Department
of Defence Production, MoD.

(iv) Membersof the Committee, barring the Member Convener shdl have atenure of two years.
Thistenure can be extended with the approval of RakshaMantri.

4 (1) The Committee shal make recommendationinrespect of each gpplicationindicating clearly
whether the applicant should berecognized asan“RUR” or not based onthecriteriaset forth inthese
guiddines
(i) All applicationsreceived by 30th September of the calendar year shall be examined
and the Committee shdl giveitsrecommendationslatest by 31st March next year.

(iir) Therecommendation of this Selection Committee shall be placed beforethe DAC
(DefenceAcquisition Council) for acceptance. Oncethe DA C acceptsthe recommendation,
the company shal berecognized as“RUR” for purposesof Defence production.

(v) A manufacturing company onceapproved by DACasa“RUR’ shdl enjoy the status
of “RUR” for aperiod of five years. The status can be renewed for aperiod of threeyears
subject to the condition that the Sel ection Committee constituted under para(3) recommends
thesame.

v) After selection asRUR, the Company shall sign anAgreement with the Ministry of
Defence on the Code of Best Practicesto befollowed by them.

5) These Guiddinesshdl bemadeavailableto Industry Associations, i.e., Confederation of Indian
Industry, Federation of Indian Chamber of Commerce& Industry, ASSOCHAM, for widecirculation.
Theseguidelineswill aso beposted onthe MoD website.

C. Criteriafor Selection:
(6) Thecriteriafor the selection of “RUR” for Defence Production shal beasfollows:-

(0] Public Limited Indian Company registered for minimum ten yearswith foreign holding
not exceeding 26% excluding Fl1.

(i) Companieswith Capital assetsin Indianot lessthan Rs.100 croresand turnover not
less than Rs.1000 crores for each of the past three years. (For this purpose, the group of
companiesengaged in manufacturewill betreated asone company).

(iir) A minimum credit rating equivalentto CRISIL/ICRA —*A”.

(iv) Company with consistent profitablefinancial record showing profitsin at least three
yearsof thelast fiveyearsand with no accumulated | osses.
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v) Companieswith established track record in engineering (including software) and
Manufacturing for rea vaueaddition—Not atrading company/agency.

(Vi) Companieswith established R& D Baseor willingtoinvestin R& D asdecided by the
Regulatory Authority.

(vii)  Companieswithunits/divisonswith established Qudity Control System mesting various
quality certificationsand standards aslaid down from timeto time. Current standardsshould
include1SO 9001 & 1S0 14001 and preferably SO 18001 also. The system should enable
self-certification by select Industry “ Champions’.

(viii)  Companieswith security infrastructure meeting relevant requirementsauthorized by
Government agencies.

(iX)  Thecompany shall either possessalicence/L Ol for production of Defenceitemsin
accordance with the amendment to the I ndustries (Devel opment and Regulation) Act 1951
(Notification N0.S.0.477 (E) dated 25th July 1991) notified by the Government vide
Notification dated 3rd January 2002, or obtai n the samewithin six months of application for
seeking“RUR” status, wherever required.

(7 The criteriadescribed in para 6 of these guidelines, in very special casesto be treated as
exceptional, can be relaxed by the Committee constituted under para 3(i). In each such case of
relaxation of the criteria, the Committee shall record the reasons in the form of a speaking order
for recommending the company to be recognized as “RUR”. The recommendations of the
Committee when placed before DAC for consideration shall be accompanied with the reasons
records as a speaking order.

8 These Guidelines shall be reviewed by the Department of Defence Production every
three years.

9 These Guidelines shall come into effect from the date of notification.
(10)  Thisissues with the approval of Raksha Mantri.

(Alok Perti)

Joint Secretary(S)

Department of Defence Production,
Ministry of Defence.
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Application form for selection of
“RakshaUdyog Ratna’/“ Champion”

Name of the Company

Name of CEO with Designation

Addressof the Registered Office

Addressof the Factory/Factories

Company Website(s)

Date of Incorporation

Brief History of the Company

Category of Industry (Large Scae/Medium Scale/Smdll Scale)
Nature of Company (Public Limited/ Private Limited)

Nature of Business (Please give broad product range against each)

10.1 Manufacturer

10.2 Trader

10.3 Sole Selling or Authorized Agent
10.4 Dedler

10.5 Assembler

10.6  Processor

10.7 Repacker

10.8 Service Provider

Please tick the head at the Appendix under which your products/services fall.
You may tick more than one head, if applicable.

Details of Current Products

12.1  Type/Description
12.2  Licensed/Installed Capacity
12.3.  Annua Production for Preceding 3 Years

Details of Bought Out Items

13.1 Main Equipment
13.2  Component/Assembly/Sub Assembly/Processes
13.3 Name and Address of the Sub-Contractor

Sources of Raw Materials

14.1  Imported/Indigenous

14.2  Brief Description

14.3 Estimated CIF Vaue

144  Percentage FE Content in Final Product
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16.
17.
18.

19.

20.
21.
22

23.
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Detailsof Foreign Collaborations

151
152
15.3
154

Product

Name and Address of Collaborator

Year of Collaboration

Current Status of the Collaboration (whether expired or current)

Technology Received from Abroad and Assimilated

Technology Transfer MOUSs Signed/Under Negotiation
Products Already Supplied

18.1.

18.2.

To Ministry of Defence

18.1.1. Acquisition Wing/Department of Defence Production

18.1.2. IndianArmy: MGO Branch/DGOS Branch/E-in-C’'s Branch/ Directorates/
Command Headquarters

18.1.3. Indian Navy: Chief of Materials Branch/Professional Directorates/
Command Headquarters/Shipyards/Dockyards

18.1.4. Indian Air Force: Air Headquarters/M aintenance Commands/Base Repair
Depots

18.1.5. PSUs

18.1.6. DRDO and its Laboratories

18.1.7. Ordnance Factories

18.1.8. Any Other Defence Organisation

To Other Principal Customers

Details of Registration Certification Held (along with product details)

19.1.
19.2.

19.3

19.4.

19.5

19.6.

DGQA

DGAQA

CEMILAC

DGS&D

Other Defence Departments
Other Government Department

Details of 1SO Certification
Details of Pollution Control Certificate

Details of Permanent Man Power (with their post graduate qualifications)

22.1
22.2

Technica
Administrative

Total Areaof Factory

23.1.
23.2.
23.3.

Covered (sg. mtrs)
Uncovered (sg. mtrs)
Bonded Space Available (sg. mtrs)
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25.

26.

27.
28.
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Electric Power

24.1 Sanctioned
242 Instaled
24.3 Standby

Details of Important Facilities

25.1 Production (including Heat Treatment, Dies, jigs and Fixtures)
25.2 CAD, CAM, ROBOTS and Other Advanced Technology Tools
25.3. Tool Room, Metrology and Test Equipments and Facilities

25.3.1. Type of Instrument
25.3.2. Make and Model

25.3.3. Date of Purchase

25.3.4. Frequency of Calibration

Details of Developmenta Facilities

26.1. R&D Fecilities Available

26.2. Number of Technical Manpower

26.3. Inspection and Quality Control of Raw Material, Components and Finished
Products.

26.4. Assistance from Central Agency/Agencies for Testing/Calibration

26.5. Laboratory and Drawing Office Facility

26.6. Percentage of Total Turn-Over Spent on R&D During the Last Three Years

Area of Interest for Future Expansion/Diversification (please provide adequate details)
Future Plan (if any) in respect of Expansion Programme, Installation of Additional

Machines/Test Facilities

29.
30.
31.
32.

Turn-Over during the last three Financial Years
Present Net Worth of the Company
Any other Relevant Information

Contact Details of the Executive Nominated to co-ordinate with the Assessment Team

(please provide telephone, mobile and e-mail address).
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Appendix

Heads under which your Products/ Services fall

(Illustrative list)

Products

Airborne Radar and Equipment

AirborneRadio Transmittersand
Receivers

Airfield and Aircraft Servicing Equipment

Satellite and Satellite Systems

Computer Based Trainers and Simulators

Other Training Equipments

Field Accommodation, Shelters and
Catering Equipments

Nuclear, Biological and Chemical
Protection Equipment

Fire Fighting Equipments

Materials Handling Equipments

Hovercraft

Vehicles

Nava Auxiliary Machinery

Internal Combustion Engines

Naval Propulsion Machinery

Vehicle Equipments and Trailers

Naval Surface Sensors, Weapons and
Control Systems

Ground Radar and Equipment

Navigation Systems and Equipments

Perimeter and Access Control Equipment

Other Communication Equipments

Computers and Peripheral Equipments

Other Electronic and Electrica
Equipments

Test Equipment

Other Naval Equipment

Aircraft, Helicopters and Engines

Protective Clothing and Equipment

Uniforms and Personal Equipment

Raw Materials and Semi-manufactured
Products

Additional Products and Components

Rescue and Survival Equipments

Ammunition and Pyrotechnic Products

Sensors and Weapon Control Systems For
Ground Forces

Aircraft Instruments and Equipment

Ship-borne Radar and Equipments

Power Generating Equipments

Ship-borne Radio Transmitters and
Recealvers

Workshop Machinery, Tools and
Equipment
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Storage Equipmentsand Packaging
Products

Medica Suppliesand Hospital Equipment

Surface Combat Ships and Support Vessels

Guided Missiles and Equipment

Tanks, Armoured Vehicles and Equipment

Weapons and Weapon Control Systems
for Aircraft

Underwater Equipment

Engineer and Construction Equipment

Underwater Vessels, Sensors, Weapons
and Control Systems

Ground Based Radio Transmitters and
Receivers

Weapons for Ground Forces

Aeria Reconnaissance Equipment

Any other category not listed above
(with details)

Services

Consultancy and Advisory Services

Research, Development and Test Services

Prime Contracting Services
Civil Engineering, Building and

Construction Services

Naval Services

Information Technology, Software and
Computer Services

Manufacturing Services

Maintenance and Repair Services

Packing, Storage and Transport Services
Supporting Services

Documentation Services
Security Services

Any other category not listed above
(with details)
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DRAFT AGREEMENT ON THE CODE OF BEST PRACTICES

THISAGREEMENT, entered into by and between:

............................................. , Who has been recognized and approved asa“ Champion”
of Industry for purposes of Defence Acquisition by the Ministry of Defence, Government of
India

Hereinafter referred to as the Supplier
And
The Ministry of Defence (MoD), Government of India, South Block, New Delhi, India.

Recitals

1 WHEREAS the Code of Practice covered under thisAgreement is meant and entitled to
demonstrate a commitment of the Ministry of Defence and its supplier to the establishment of
mutually satisfactory relationships, based upon openness and trust, to enable mutual benefitsin
the acquisition of goods and services by the Ministry of Defence. This code does not seek to
deal directly with the performance of those goods and services, or to specific contractual terms
of their supply, it rather establishes principles for the conduct of defence acquisition business
throughout the supply chain. The objectives areto enableimprovementsin the quality, efficiency,
timeliness and supply chain relationships in the defence acquisition business.

2. WHEREAS this Code is to encourage a positive and cooperative approach by all
stakeholders involved in setting the terms for the supply of goods and services to the Ministry
of Defence. This Code advocates the use of best practices to achieve shared goals whilst
recognizing and respecting each other’sinterest by the avoidance of confrontation and adoption
of reciprocal behaviour.

3. WHEREASthe MoD and itssupplier will maintain the highest level of honesty, integrity,
impartiality and objectivity, they will try to perform their obligations efficiently and to the highest
professiona standards treating each other fairly and with courtesy.

4, WHEREASthe MoD and itssupplier recognize that the mutual satisfactory relationships
based upon openness and trust between each other are fundamental to successful outcomes
throughout the supply-chain and that the MoD and its supplier is committed to working together
to improve the climate of defence contracting through the adoption of behaviours described in
this Code.
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NOW thereforeit ishereby agreed that the MoD and its Supplier will constantly develop the
most effective customer-supplier relationshipinthefollowing way:-

The MoD Shall:

The Supplier shall:

1.

Strive to deliver value for money
from the Defence Budget by
managing its acquisition processes
efficiently, while understanding the
needs of Suppliers to be profitable
and give share holder value.

Strive to deliver value to the MoD, and
to improve competitiveness in line with
internationally recognized benchmarks
of best practice, whilst understanding
the constraints that public accountability
places on MoD.

Behave as an intelligent customer
with well informed and objective
capability requirements and
assumptions which will be made
readily available to supplier at the
earliest opportunity within the
acquisition cycle.

Inform the MaD fully and frankly, and at
the earliest opportunity, of the industrial
financial and commercia realism of its
requirements and assumptions.

Make available to Supplier as much
information as is practicable and
responsible to allow Suppliers to
facilitate long-term planning.

Make known his skill base, capabilities,
strategies and alliances to enable MoD to
form an adequate assessment of the
supplier’s capability to satisfy MoD’s
forward needs.

Work continuously with Supplier to
establish realistic budgets to balance
performance, cost and time parameters
to achieve affordabl e, definite capability
requirements.

Assist MoD in devising realistic budgets
for acquisition programmes, highlighting
options to trade among timescales, quality,
operationa effectiveness and/or cost.

Wherever feasible, encourage the
long-term availability of military
capability by promoting arangements

Demonstrate commitment to supply of
long-term industrial capability by
presenting MoD with arange of




180

that can lead to a continuous support support options including the
relationship with the Supplier and his methodol ogies for their measurement.
supply chain.

. | Protect commercialy sensitive 6. | Protect the confidentiality of information
information and intellectual provided by MoD, regardless of the identity
property in any pre/or post-tender of the Orginator
discussions with Supplier.

. | When seeking tenders: 7. | When responding to invitations to tender:

o aways take account of the o Do so wholeheartedly within his
resources needed to respond capability and resources.
to it and sustain the subsequent e Alwaysidentify all noncompliances
evaluation process. and the reasons for them.

o Fully state the time requirements e Participatein debriefing opportunities
needed from tenderers to fully and frankly to improve future
negotiatea performance.

e contract and, where necessary, e Provide feedback on MoD’s conduct
indicate whether they are of the competitive process.
andatory or merely desirable. e Promptly accept acontract from MoD

e Make available the criteria and that reflects what has been offered in
weightage to be used in tender the contractor’s most recently
evaluation and notify the outcome submitted bid as modified by any post
promptly. tender negotiations.

e Inthe competitive environment, e Provide MOD information regarding
fully, frankly and fairly debrief costings and cost estimates required to
tenderers to facilitate continuous assess the true value of contract.
improvement. e Allow MoD access to company

o Award an effective contract to the accounts, which relate to production
winning bidder assoon asisractical of the items contracted.
on the basis of the offer made,
modified as necessary by any
post-tender negotiations.

e MoD shall ensurethat information
of costs and cost estimates
provided by the supplier is not
divulged to any other party.

In establishing and monitoring 8. | During the performance of the contract:
performance under the contract: e Adopt internal and supply chain

o Setout clear and objective contract management procedures that
criteria for assessing compliant encourage innovation, cost reduction

o Work with the supplier to and continuous performance, whether
overcome any programme for payments, acceptance, or both.
problems in good faith without e When certifying performance provide
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disturbing effective performance, the necessary evidence of compliance
and encourage an open, called for in the contract.
cooperative and non- adversarial e Inform MaoD fully and frankly, and at
environment in which legd the earliest possible time, of any
recourseistheoption of last resort. programme problems and work with

e Seek to avoid placing disruption, MoD and other suppliers to resolve
delay and other additional cost them in good faith, and with fidelity
burdens on the Supplier. to the programme.

o Seektomitigatedisruption, delaysand
additional costs by whomsoever

caused.

9. | Maintain arecord of supplier’s past 9. | Provide MoD with feedback on its
performance for review with him; comparative performance asacustomer and
encourage an approach where lessons encourage an approach where lessons are
are learnt from experience. learned from experience.

6. THISAgreement shall become effectivefrom the date on whichiit isexecuted by bothMoD
and the Supplier.

7. THISAgreement shall remain valid aslong asthe Company enjoysthe statusof “RUR”.

8. TheMoD reservestheright of terminating the Agreement if at any timeit issatisfied that the
Code of Practice hasbeen violated by the Supplier. Beforetaking thisdecision, MoD shall givean
opportunity to the Supplier to explain hisposition by issuing aShow CauseNotice. Thetermination of
thisAgreement shall also tantamount to removing the Supplier fromthelist of “RUR” recognized and
approved by the Ministry of Defencefor purposesof Defence acquisition.

Q. IN WITNESSWHEREOF, each of the PARTIES (Supplier and the MoD) hereto has caused
thisAgreement to be executed by itsduly authorized officersor representatives:

For Supplier: for MoD:

Name: Name:

Tite Tite

Sgnaure Sgnaure

Date: Date:
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CHAPTER I

PROCEDURE FOR DEFENCE SHIPBUILDING

General

1 A Nava/Coast Guard ship consstsof an assortment of wegpons, sensorsand support systems,
aongwith propulsion, power generation and auxiliary systems, facilitiesfor crew, fuel and provisions.
All the surveillance and weapon systems areinterlinked and integrated through an el aborate data
management system. The system integration of complex sensors and weapons between themselves
and to the ship’ssystemsand combat management systemiscrucia for aship designand construction
project. The platform design successfully integrates systems acquired from different sources.

2. To achievethissuccessfully, aship construction programme, therefore, necessarily involves
feashility sudieson thebasisof the staff requirements, concept design, model tests, preliminary design,
pecidist desgn sudies, detalled design, systemintegration, congtruction, testsandtrias. It soinvolves
technol ogy application and transfer, selection of various equipment, devel opment of new equipment,
identification and purchase of alarge number of items, including weaponsand sensorsfrom numerous
indigenousand foreign suppliers.

Preamble

3. In accordance with the Defence Procurement Procedure 2011 (DPP-11), Capital Acquisitions
have been categorized under four main heads, namdy; ‘Buy’, ‘ Buy and Make ‘Buy and Make (Indian)’

and‘Make' decisons. Naval shipbuildingisacapita and technology intensive complex activity that
requiresaseparate procedurefor design/ construction /acquisition of naval ships, submarines, yard
crafts, auxiliary shipsand Coast Guard vessel sthrough design/construction. This Chapter isdivided
into two sectionsasfollows:-

€) Section*A’.  Acquisition of Naval and Coast Guard Ships, submarines, yard crafts
and auxiliary craftsetc by nominationto DPSU.

(b) Section‘B’.  Acquisition of Naval Ships, Coast Guard Ships, submarines, yard
craftsand auxiliary craftsetc on competitive basis.

4, Actionsindicated for Naval authoritiesin succeeding paragraphswould be carried out by
Coast Guard authoritiesmutatis-mutandis, in caseswherethis procedureisfollowed for Coast Guard
acquigtions.
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SECTION‘A’

ACQUISITION OF NAVAL AND COAST GUARD SHIPS, SUBMARINES, YARD
CRAFTSANDAUXILIARY CRAFTSETCBY NOMINATIONTO DPSU

5. Preambleand Applicability. Thissectionisprimarily applicablefor acquisition of Naval/CG
ships, submarines, auxiliaries, yard craftsand Coast Guard vesselsof indigenousdesignsby IHQ
MoD(N) to be constructed by DPSU shipyard(s) on nomination basis. However, it can beused as
guiddineswherein thedesignisundertaken by the nominated shipyard(s) and/or construction through
nominationto any other Indian shipyards.

6. Procedure. TheNavd Ship Building Procedureunder thissectionwill cover thefollowing :-
@ Outline Staff Requirements

(b) Acceptance of Necessity

© Nomination of Shipyards

(d) Prdiminary Staff Requirements
(e Preliminary Desgn

() Preliminary Build Specifications
(©) Build Strategy

(h) Budgetary and Estimated Costs
0) Contract Negotiations

(k) Approva of CFA

()] Conclusion of Contract

(m  DetalledDesign

(n) Procurement of Ship-borne Equipment
(p) Monitoring of Projects

()] Revison of Cost

) Closure of the Project

(9 Liquidated Damages, if gpplicable

Outline Saff Requirements

7. IHQ MoD (N) areto preparethe Outline Staff Requirements (OSRs), which areto include
theroleof the ship, dimensionsof itshull, limiting dimensionsif any, capability of major machinery,
weapons, sensorsand detail s of accommodation, manpower, endurance etc.



185

8. The OSRswould form the bassonwhich thefeasibility studiesand concept design of theship,
identification of OEM </ vendorsfor specific weapons, sensors, machinery and equipment areto be
carried out.

Acceptance of Necessity (AoN)

9. Theproposal for induction of the shipsisto belinked to the Maritime Capability Perspective
Plan (M CPP)/Five Years Plan which stipulates the numbers and type of vesselsrequired aswell as
timelinesfor suchinductions. Theguidelinesat Para8 and 9 of Chapter 1 of DPP-11 would apply, for
consideration and approval of DAC. The Statement of Case for the proposal isto be prepared by
IHQ MoD (N) and processed in linewith the detailsgiven in Para 18 of Chapter 1 of DPP-11. This
will inter diacontain Outline Staff Requirements, broad category of weaponsand sensorsto befitted
onthe ship dong with the status of their indigenous devel opment if applicable, operationa necessity,
approximate cost and budgetary provisions. The proposal isto clearly indicate whether itisanew
design, Follow on shipsor Follow on shipswith substantia design/ equipment changes.

Nomination of Shipyard

10. SHQ in consultation with DDP will carry out a capacity assessment of the shipyardsand
forward recommendations on the nomination of the shipyard for the project along with AON for
approval by DAC. Morethan one shipyard may aso be nominated. In case of nomination of more
than one shipyard, lead shipyardisal so to be recommended in the proposal aong with alocation of
shipsto each shipyard.

11. Cases for nomination of ayard for Coast Guard shipswill also be approved by the DAC
based on the merits of each case.

Preiminary Saff Requirements

12. On completion of the feasibility analysis’ concept design, the OSRs are to be refined,
and the Preliminary Staff Requirements (PSRs) are to be promulgated based on the selected
option of the concept design. The procedure for the Services Qualitative Requirements (SQRS)
as set out at Paras 13to 17 of Chapter 1 DPP-11 shall be followed for new weapons and related
sensorsas appropriate.

Preliminary Design

13. Based on the promulgated PSR, the preliminary design, including hull form design, weapons/
sensors equipment fit, identification of OEM < vendorsfor specific wegpons, sensors, machinery and
equipment, model tests, validation studiesand other design activitiesare carried out by IHQ MoD
(N)/Shipyardin consultation, asnecessary. The propulsion package, weapons sensors, hull equipment
and engine equipment may beidentified by the customer. Based on the necessity, SHQ may indicate
the requirement for model test and other design validation studies aswell asfor augmentation of
exisingdesignfacilitiesat Desigry/ Production Directorate. Thiswill beauthorised at thetime of seeking
AON.
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14. Duetolong gestation period inship-building, theremay be occas onswhen systems’ equipment,
whicharestill under development or those not fully evaluated, haveto beconsidered in order to ensure
that the ship when ready hasthelatest state of the art capabilitiesat thetime of induction into service.
Thedatesfor freezing of developmenta system would beindicated inthe contract. Further, dueto
operationa reasonsadaptation of developmenta systems, shortfalsobserved during ingdlation/trials
of equipment/systemsetc may requiremodificationsindesign.

Preliminary Build Specifications

15. Based onthe preliminary design, the Preliminary Build Specifications (PBS) of thevessel are
to be prepared by SHQ and forwarded to the nominated shipyard(s). The SHQ and nominated
shipyard will interact to finalise these and other related documents.

16. In cases where the vessel is not designed by IHQ MoD (N), the nominated shipyard will
prepare the preliminary build ship specifications based on the PSRs and finalise these, along
with draft contract and other related documents through interactions with SHQ.

Build Strateqy

17.  The nominated shipyard(s) is/are to propose a build strategy based on the preliminary
build specifications, required delivery schedules, yard infrastructure and available resources.
This would include the proposed construction schedule, Level 1 work breakdown structure,
detailed master control network with resource allocation plan for utilization of shipyard
manpower, infrastructure and committed infrastructure up-gradation specific to the project, if
applicable, outsourcing plan, the tentative procurement schedule for major long lead items,
including weapons and sensors, and the schedule for design documentation and drawings. This
should alsoinclude shipyard’s plansto meet the resource requirements of the new project together
with other on-going projects.

Budgetary Cost

18.  After approval of the build strategy by IHQ MoD(N), the shipyard(s) iSareto forward a
budgetary cost for the construction of the ship on the basis of the Build Strategy, along with
draft contract.

19. Budgetary Cost —New Design Ships/ Follow-On Shipswith Substantial Design/Equipment
Changes. Incaseof new design projectsor Follow-on projectswith substantial design/equipment
changes, the shipyard will forward estimated budgetary cost broken down to the extent possible, into
standard el ements such aslabour cost indicating number of man-days, overheads, direct expenses,
profit payableto shipyard, specially contracted works, approximate cost of raw material, all major
equipment, weapons, sensorsand propulsion machinery chosen, etc aswell asthe expected year wise
cash flow separately for fixed and variable component. The cost should take into account normal
escalation in cost of variouse ementsand known equi pment and machinery asper the scheduled time
of procurement, so asto arriveat an estimated completion cost. Detail sof cost dements, which cannot
be assessed at this stage such as cost of new/ devel opmental equipment, exchangerate variation etc
should beexplicitly indicated.
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20. Estimated Cost —New Design Ships/ Follow-on Shipswith Substantial Design/Equi pment
Changes. Theestimated cost of the project isto include the budgetary cost provided by the shipyard,
coststowards project studies, functiona design development through design bureaus/agenciesand
detailed design work by shipyard/ specialist agencies. Augmentation of designfacilitiesat Design/
Production Directorate of Navy and creation of infrastructure in the shipyard etc, are also to be
reflected as separateitems. For new design ships, the estimated cost shall beasclosetothefinal cost
aspossibleexplicitly indicating variable cost el ementsand projected cost of weapons, rel ated sensors
and other itemsunder devel opment, if any.

21. Budgetary Cost —Fallow On Ships. In case of shipsof Follow on projectswith minor design
changesor equipment change requiring minima design changes, the shipyardistoforward afirm cost
for construction of the ship with variable e ement only for new and developmental systems, if any, in
conformancewith the Build Strategy, indicating the year wise requirement of funds.

22. Estimated Cost — Follow On Ships. The estimated cost should be carefully worked out based
on the budgetary quote given by the nominated shipyard and should be broken downinto fixed and
variablecost e ements, such aslabour cost indicating number of man-days, overheads, direct expenses,
profit payableto shipyard, specially contracted works, approximate cost of raw material, all major
equipment, weapons, sensorsand propulsion machinery chosen, etc.

23. Modifications. Inview of Para14 above, the construction of shipsmay requireto accommodate
unforeseen changes necessitated dueto minor operational requirementsof theuser etc. Sinceitisnot
feasible to forecast these, a provision needs to be made for the same, while obtaining CCS/CFA
approval. The extent of modification cost would be examined by the CNC, on caseto case basis.
Based upon the deliberations during the CNC, apercentage of the project cost will beincludedinthe
CFA approva on'Not Exceeding Basis for modifications, subject to amaximum of 4% of thebasic
cost. Any extratime required beyond the delivery date of the ship, on account of modificationwould
be restricted to amaximum of 4% of theoriginal contract delivery period under the project. Expenditure
onmodification cost dong with commensuratetimeextenson (if any) will beapproved by the concerned
CFA based upon del egated financia powersin consultationwith [FA.

Contract Negotiations

24, Before seeking the approval of CFA, negotiations on the price and the other aspects of the
contract with shipyard areto be undertaken and concluded by aCommittee chaired by the Acquisition
Manager (Maritime Systems). The Committee is to include representatives from the concerned
directoratesof theIHQ MoD(N) in addition to the representatives of MoD (Fin).

Approval of CFA

25.  Theproposal for the design and construction of the ship isthereafter, to betaken up for the
approval of the CFA.

26.  Theproposal for CFA approval shouldindicate the estimated cost of the project as brought
out above, the time schedule for completion, spread of expenditure, availability of funds,
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categoriesand operationa detailsof magjor weapons, sensors, propulsion machinery and other major
equipment sought for fitment on the ship. The capability and potency of the weapons and related
sensorsmay beclearly indicated inthedraft CCS note.

27. While seeking CFA approval, thetime schedulefor thefollowing activities as applicable may
aso bespecificdly indicated:-

@ Freezing of SRs.
(b) Sel ection of weaponsand sensorsincluding those under devel opment.

(© Timerequiredfor project studies, design, modd testing etcin caseof projectsinvolving
concurrent development / design.

(d) Freezing of preliminary design.

(e Broad ordering schedul e for weapons and sensors, mg or equipment and propulsion
machinery and aso price negotiationswith nominated shipyard for theentire project in case of
Follow-on projects.

)] Time schedulefor obtai ning subsequent approval of CFA for new design ships, Follow
on shipswith substantia des grn/equipment changes.

28. Follow On Ships. For ‘Follow on Ships', CFA approval would be sought on fixed price
basisif thereareminor changesin the des gn/equipment fit. In case of substantial changesinthedesign/
equipment fit, CFA sanction isto be obtained in two stagesin accordance with Para29 bel ow.

29. New Design Ships/ Projectswith Substantial Changesin Design/Equipment. I1n casesof new
design shipsaswell as Follow on projectswith substantial changesin design/equipment vis-a-vis

parent ship, whereitisnot possibleto estimatethelikely firm cost of components, subsequent gpprovas
of the CFA need to be obtained asthe cost elementsare firmed up. In such cases, based on thefirst
stage approval of CFA, the work on shipbuilding, viz ordering of equipment and material and
devel opment of detail ed/production design, etc, commencement of construction can start. Theordering
of equipment under variable component will be progressed in accordance with diagram at Para 37.
Theredfter, after firming up estimatesof al cost e ementsunder variable cost, second stage gpproval of
CFA will betaken on cost estimates (on not exceeding basis (if necessary)), within aperiod specified
at thetimeof initial CFA approval.

Conclusion of Contract with the Shipyard

30.  Thecontractsshould beon‘Fixed Price’ basisfor Follow-on shipsand on Fixed PlusVariable
Pricein case of new design or Follow-on shipswith substantial design/ equipment changes based
upon thefirst stage CFA approval, indicating inter aliapermissible price escal ation, exchangerate
variations, increasein statutory leviesetc. However, variable price e ement would beindicated on not
exceeding basisin the Supplementary Contract based on the 2@ stage CFA approval.

31.  Thecontractisto besignedwithinaperiod of two monthsfrom the date of CFA approva. In
cases, where subsequent CCS approvalsare necessitated, Supplementary Contractsareto besigned
withintwo monthsof such approval. In caseof delay in signing of contract, approval of RM isto be
sought withfull judtificationfor thedelay.



189

32. Inview of thepeculiaritiesassociated with thedesign and construction of naval ships, illusirative
contractsshall be promul gated separately by MoD/ DDPfor guidance.

33.  Amendmentsto contracts concluded with the shipyardswill be affected after due gpprova of
MoD and MoD(Finance).

Detailed Design

34.  Onconclusion of contract, shipyard isto commence Detailed Design, order equipment &
materid and obtainbinding datafor thedetailed design. Theactud congtruction of theship can, however,
gartinparallel dongwiththedetailed design.

Procedur e for Procurement of Ship-borne Equipment

35. Procurement of Non-Weapon Equipment. Procurement of long lead and other itemsareto be
initiated at an early stage, to ensuretimely avail ability based upon the construction schedule. Dueto the
peculiar natureof the ship congtruction activity, different procedureshaveto befollowed for procurement
of equipment and materid for theship. Theprocurement of al yard materids, ship borne hull equipment
& materid, associated fittingsaswell as Propul s on machinery and Engineering Equipment will beby
theshipyard.

36. Procurement of Weapons and Related Sensors.

€) Asindicated in Para9 above, while seeking approval for Acceptance of Necessity
and also CFA gpproval, the broad categories, operationa detailsand potency of theweapons
and related sensorsto befitted in the ship areto beindicated.

(b) The categories of theweapons and related sensors shall be as approved by the CFA.
Asbrought out in the diagram at Para 37, the procedure for procurement of weapons and
sensorswill beasfollows:-

0] Weapons and related Sensorsto beimported fromAbroad for the First Time.
Wegponsand related sensorsimported from abroad for thefirst timemay be processed
for procurement as BFE. If these are to be procured by the shipyard, Technical
Negotiations/ Price Negotiationswill be undertaken by aCommittee constituted by
the Shipyard with reps of SHQ and MoD(Fin). The placement of order would be by
the shipyard. In both cases, prior approval of DAC/DPB will berequired.

(i) Imported Weapons and related Sensorsexisting in Service. Procurement of
weaponsand related sensorsfrom foreign sources, which areexisting in service or
their upgraded versions, isto be carried out by the Shipyard. Technical Negotiations/
Price Negotiationswill be undertaken by acommittee congtituted by the Shipyard
with repsof SHQ and MoD(Fin). The placement of order would be by the shipyard.

(iii) | ndigenous Weapons and rel ated Sensors under Devel opment or existingin
Service. Procurement of indigenouswegpons and rel ated sensorsunder devel opment
or existing in serviceisto be carried out by the shipyard. Technical Negotiations/
Price Negotiationswill be undertaken by aCommittee constituted by the Shipyard
with repsof SHQ and MoD(Fin). The placement of order would be by the shipyard.
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37.  Theprocedurefor procurement of ship-borne equipment isbroadly depicted in thediagram

below :-

SHIP

v

Hull Equipment and
Material

\4

Shipyard

\ 4

Weapons & related
Sensors

\4
Propulsion
machinery and
Engineering
Equipment

\ 4

Shipyard

A

INDIGENOUS - Those
systems that are
developed/produced
by Indian vendor,
public or private
sector, either by
themselves or through
technical collaboration

Technical
Negotiations/ Price
Negotiations by
Committee
constituted by
shipyard with reps
of Navy and
MoD(Fin) and
placement of order
by shipyard

\4

A\ 4

IMPORT (New) IMPORT (Existing in

In Principle Service) - Those

approval by weapons and systems

DPB/DAC which exist on earlier
platforms and have
been performing
satisfactorily

. |

Procurement as Buyer
Furnished Equipment
(BFE)/ Order by
shipyard wherein
Technical Negotiations/
Price Negotiations by
Committee constituted
by shipyard with reps
of Navy and MoD(Fin)

Technical
Negotiations/  Price
Negotiations by
Committee
constituted by

shipyard with reps of
Navy and MoD(Fin)
and placement of
order by shipyard




191

38. Single Vendor Situations. In caseswhere certain state-of -the-art new weaponsand rel ated
sensors being manufactured by only one vendor areto be utilised, the procedure set out at Paras 69
and 70 of Chapter 1 of the DPP-11 shall befollowed.

39. Inter Government Agreement. |n caseswherethe state-of -the-art new weaponsand rel ated
sensors are available only in one country and an Inter Government Agreement is involved, the
procedure set out at Para71 and 72 of Chapter 1 of DPP-11 shall befollowed.

40. Procurement on Strategic Condderations. For acquisitionsof new wegponsand rel ated sensors
based on considerations of strategic partnerships, the procedure set out at Para 73 of Chapter 1 of the
DPP-11 shall beapplicable.

41. Nomination of Equipment. To enable standardisation, accruing the advantage of ToT,
retain/select those equipment on Follow-on class/ships which are fundamental to design, inter-
changeability, interoperability, repair infrastructure, maintenance and support of OEM, spares
logistics and inventory control, system integration, training etc, SHQ may nominate equipment
from single vendor. For Weapons and related Sensors nominated on Single Vendor by SHQ, the
procedure of obtaining DAC approval outlined at Para38 will befollowed. For other equipment,
the requirement of single vendor nomination will be vetted by a Committee comprising members
from SHQ, DDP (Dte of Standardisation) and shipyard. Based on the recommendations of the
Committee, a certificate for procurement on single vendor basis, duly approved by PSO, will be
issued. The Statement of Technical Requirements (SOTRs) and Ordering Instructions (Ols) for
the shipyard will be prepared by IHQ MoD(N) as per approved procedure.

Payment Terms

42.  The payment terms for each shipbuilding project would be negotiated and finalised by
the CNC since these are dependent upon the indigenous and imported content of the equipment
fit. However, abroad suggested payment schedule, for fixed price element, isplaced at A ppendix
A and Appendix C for guidance.

43. Payment terms for augmentation/ modernisation of shipyard infrastructure, where
provided for, will be separately formulated, negotiated with the shipyard and finalised by the DDP.

44, Payment Mode. The Variable Cost dement, where gpplicable, will bepaid on actuals,
withintheoverall celling of total variable cost approved by CFA. Payment of variable cost el ement
would be donethrough opening of aseparate project account. Theinterest accrued on thisaccount
will be credited to the Consolidated Fund of India. Shipyard can make paymentsagainst actual cost
incurred for procurement after submission of relevant documents. Guidelinesinthisregard will be
issued by MoD(Fin).

Monitoring of Projects

45.  After conclusion of contract, physical construction activity isto commenceat the shipyard. All
shipbuilding projectsareto bemonitored asfollows:-

@ Six monthly review by an Apex Steering Committee under the Chairmanship of
Secretary(DP) asnotified by MOD.
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(b) Committee under the chairmanship of CWP& A with membersfrom MoD (Acq Wing/
DP/ Fin/ DGQA), Design/ Production Directorate, CDA (N) and shipyard that will monitor
shipbuilding projectson aquarterly basis. Such reviewsmay be delegated to nominated reps
onasrequired basis.

Thesecommittees shall be suitably empowered to ensure efficient execution of the project.

TheApex Steering Committee under the chairmanship of Secretary (DP) will consist of the

followingofficers-

48.

49,

() Additiona Secretary (DP)

@i Joint Secretary (NS), Member Secretary

(i) Joint Secretary & Acquisition Manager (MS)
(v)  Additional FA & JS(Defence PSUs)

V) TM(MS)
(W) Financial Manager (MS)
(vi) CWP&A

(vii) DGND/ACWP&A

(X) ACNS(P&P)/PDNP

) CMD of concerned Shipyard

(1) Director and Project Superintendents of concerned project of Shipyard
(xi) PDND/PDSP

Thetermsof reference of the Steering Committeeareasunder: -

(0] Toreview the physica progressof the project with specified referenceto compliance
of milestoneslaid down for completion of variousactivitiesof ship construction.

(i) To monitor thefinancial progressof the project to ensurethat the project progresses
withinthefinancid limitssanctioned by the Govt.

(iir) Toidentify technical and administrative hold upsand givesuitabledirectionsso that the
project proceeds as per the time schedule and cost approved by the Govt.

(iv)  Toreview fulfilment of contractua obligationsat pre determined stages.
v) Any other matter requiring direction and guidance of the Steering Committee.

The secretarid assistancefor the committeewill be provided by the Naval System Division of

Department of Defence Production. TheA pex Steering Committeewill meet at least onceinsix months.

Approval of CFA for Revised Project Cost

50.

After the project is approved by CCS asin Para25-29 above, the MoD, IHQ/MoD(N),
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DDP and the shipyard will endeavour to ensurethat the ship construction proceedsstrictly asper the
timeschedule and cost approved by CCS. Sinced| the cost dementsboth fixed and variableincluding
possi ble escal ations on account of price, exchangeratevariation, increasein statutory leviesetc, are
taken into consideration for estimating the project cost, there should not normally be any occasion/
need for the project to dip either in time schedule or in cost. However, if dueto any unavoidable
circumstances, theproject islikely to be delayed or the cost per ship asapproved by CCSislikely to
be exceeded, thefollowing procedureisto beadopted for seeking approva of the Competent Authority
for therevised cost:-

(&) Increasein project cost, which arisesentirely dueto changein statutory levies, exchange
rate variation and price escal ation within the originally approved project timecyclewill be
submitted to RM for approval.

(b) Increasein project cost up to 10% of the gpproved cost estimated by CCS (after excluding
theincrease dueto statutory levies, exchangerate variation and price escalation withinthe
originally approved project timecycle) will also be submitted to RM for approval.

(c) Increasein project cost exceeding 10% but upto 20% of the approved cost estimated by
CCS (after excluding theincrease dueto statutory levies, exchangerate variation and price
escdationwithinthegpproved project timecycle) will besubmitted to RM and FM for approvd.

(d) Increase in project cost exceeding 20% of the approved cost estimated by CCS (after
excluding increase due to statutory levies, exchange rate variation and price escalation
within the approved project time cycle) due to reasons such as time overrun, under
estimation, changein scope etc will be submitted to CCSfor approval.

(e) ‘ Statutory levies means State and Central Taxes, including import and export dutiesas
notified by Govt of Indiaand paid by the project authorities but excludeswater, el ectricity
chargesand Petroleum, Oil & L ubricants (POL) priceincreases.

(f) No expenditure beyond the existing sanction can beincurred unlesstherevised project cost
isapproved by the Competent Authority asindicated above. However, in exceptional cases,
intheinterest of the project, if such anecessity arises, the procedure set out at Para54 shall be
followed. Sub-paras (a) to (e) above arein line with the guidelinesissued by Ministry of
Finance vide O.M. No.1(3)/PF 11/2001 dated 18.2.2002.

(g) Inall caseswheretherevised project cost overrunisover 20% and isaccompanied by
timeoverrun of over 10%, while seeking approval of CCSfor therevised cost estimatesand
time schedul e, accountability aspectsfor such cost and time overruns should be fixed and
indicated inthe CCSNote (inlinewith the guideines of the Planning Commissionissued vide
letter No.)-14015/2/980PAMD dated 19th August, 1998).

Closure of the Project

51.  Thecost anaysisof thefirst ship of the project shall be carried out by ateam led by Advisor
Cost (DDP) within aperiod of 12 monthsfrom the second reading of the D-448 document check lit,
sothat realistic and firm cost estimatesfor the other shipsof the class can beworked out.
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52.  Thefind closureof the ship construction project isto be carried out within thetimeschedule of
12 monthsfrom the second reading of the D-448 document check list of thelast ship of theproject. All
tasks not carried out by the shipyard should be listed and carried out separately. Where the final
closureisnot possiblewithin the specified timeframe, the approval of the competent authority for
extension of thetimelimit shall betaken. Thefina closureof the project isimportant so that the exact
costing can beworked out and approvalsfor thefollow on projects can be obtained on afirm basis.

Liquidated Damages

53. In case of delay in completion of the project and if the delay isattributableto the shipyard,
after the grace period of 30 days, Liquidated Damages should be levied at the rate of 1 % per
month or part thereof on prorata basis of delay, subject to a maximum of 5% at the time of
delivery.

Deviations and Exemptions

54, If any deviations from the prescribed procedure are envisaged and any exemptions are
to betaken, the permission of RM shall be sought, asprescribed at Para 75 of Chapter 1 of the DPP-
2011.

Review

55. Review of the procedure would be undertaken by the DPB asper guiddlinesinforce.

SECTION ‘B’

ACQUISITION OF NAVAL AND COAST GUARD SHIPS, SUBMARINES,
YARD CRAFT ANDAUXILIARIESETC ONCOMPETITIVEBASS

56. PreambleandApplicability. ~ Whiletheacquisition of shipson Nomination basishasbeen
prescribedin Section A, themethodol ogy to befollowed for acquisition of ships, submarines, auxiliaries
and yard craftsthrough competitive bidding on multi-vendor basisunder the categories‘ Buy Indian’ ,
‘Buy and Make, ‘ Buy and Make (Indian)’ and‘Buy Global’ are set out in thissection. Theacquisition
process under this section would be an amalgamation of the processes prescribedin Section A, read
inconjunctionwith certain Clauses of Chapter |.

Acquisition Process

57.  Theprocessof acquisition of shipsunder thisProcedurewould involvefollowing steps:-
€) Request for Information (RFI)
(b) Staff Requirements(SRs).
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(© Acceptance of Necessity (AoN).
(d) Solicitation of offers.
(€

Evaluation of Technical Offersby Technical Evaluation Committee (TEC).

® Commercia negotiationsby Contract Negotiation Committee (CNC).

@

(h) Award of Contract.

Approval of Competent Financia Authority (CFA).

0) Contract administration and post Contract management.

For casesbeing steered under '‘Buy and Make (Indian)’, the additional stepsasenvisaged at
Para25(a) of Chapter 1 would aso be applicable.

59.  Theapplicability of variousprovisonsof Chapter | and SectionA Chapter 111 areenumerated
below:-

S | Sepsinvolved Concordance

No

(@) | Staff Requirements (SRs). Procedurefor Outline Staff Requirements, AoN and PSR

(b)

Acceptance of Necessity (AoN).

leading to SRswould be guided by Paras 7, 8, 9and 12
of SectionA, asapplicable.

(©
(d)

Solicitation of offers
Evaluation of Technical Offers by
Technical Evaluation Committee

To be guided by the provisions of Chapter | for short-
listing of the vendor. The Paras of Chapter | under
Group headings Solicitation of Offers, TEC and CNC

(TEC) would be followed as applicable.[ Paras 23 to 36 and
(e) | Commercial negotiations by 46 to 55(a)] IHQ MoD(N) in consultation with DDP
Contract NegotiationsCommittee  |& MoD(Fin) will carry out periodic capacity
(CNC). assessment of shipyards and forward
recommendationsto DG(Acq) for issue of RFP.
() | Approva of Competent Financid | To be guided by Paras 56, 58, 59 of Ch |. As regards
Authority (CFA). Repesat Order/Option Clause, Para 64-68 of Chapter |
(g9) | Award of Contract would apply, asapplicable.

(h)

Contract administration and post
Contract management

For monitoring of projects, Para62 of Chapter | would
be applicable. The Committee under CWP&A would
be constituted as per Para 45(b) of Section A.

() | Offsets To be guided by Para 22 of Chapter |
60. Procurement of Ship Borne Equipment. The procurement of ship-borne equipment would be

undertaken by the shipyard in accordancewith the shipyardsinternal policy. Nominated Equipment/
Buyer Furnished Equipment would beclearly defined inthe RFP.



196

61. FedTrids Therequirement of Field Evaluation Tridss, asper Para37(a) of Chapter I,
will not begpplicablefor procurement casesin repect of acquisition/construction of Ships, Submarines,
Yard Craft, and auxiliaries, etc. However, Smulated Signature Studies of complete platformsin respect
of stedlth characteristics, magnetic signature, EMI/EMC, Noiseanaysis, eic may beincluded inthe
SOC. Therequirement of trialsin the case of specialised new induction equi pment/sensorsbeing
bought through the shipyard route, should be detailed in the RFP. Thesewould aso beincludediinthe
Statement of Casewhile seekingthe AON.

62.  Trander of Technology (ToT). Incaseswhere ToT isbeing sought, theappropriate Production
Agency (PA) would be approved by the DA C based on the recommendations of the DDP. Clausesin
Chapter | covering ToT would apply in shipbuilding cases, asapplicable. The PA could be selected
from any of the public/privatefirmsincluding ajoint venture company based ontheinputsfrom DDP
and, if required, from DRDO. The RFPin such caseswould spell out therequirementsof TOT depending
upon the depth of the technology which isrequired. Clauses related to ‘ ownership of design’ or
‘manufacture under license’ need to be spelt out inthe RFP. The nominated Production Agency (PA)
for thereceipt of technology will be closely associated in the preparation of RFP,

63. Payment Terms.  Ship production being aninherently complex process, needsto bedivided
into clearly identifiabl e/tangible stagesfor monitoring. The paymentsmadeto the shipyardstherefore
need to be set against achievement of these stageswhich need to beclearly verifiable. Inthisregard,
Guiddinesfor Payment termsfor shipswould bein accordance with Appendix B. The Payment Terms
for yarderaftsisat Appendix C. All paymentsfor non-deliverableswill be secured with Bank Guarantees.

Miscellaneous

64. Closureof Project, LD, Deviationsand Exemptions.  For approval of casesfor Closure of
Project, LD, Deviationsand Exemptions, provisionsof Section A (Paras52 to 54) would apply.

65. RFEP. Allissuesreatedtotermsand conditionsof procurement would beamplified inthe
RFP.

66. Nomination of Equipment. To enable standardisation, accruing the advantage of ToT,
retain/select those equipment on Follow-on class/ships which are fundamental to design, inter-
changeability, interoperability, repair infrastructure, maintenance and support of OEM, spares
logistics and inventory control, system integration, training etc, SHQ may nominate equipment
from single vendor. For Weapons and related Sensors nominated on Single Vendor by SHQ, the
procedure of obtaining DAC approval outlined at Para 38 of Section A, as applicable will be
followed. For other equipment, the requirement of single vendor nomination will be vetted by a
Committee comprising members from SHQ, DDP (Dte of Standardisation) and IFA(N). Based
on the recommendations of the Committee, a certificate for procurement on single vendor basis,
duly approved by PSO, will beissued. The nominated singlevendor equipment will beindicated inthe
RFP.

67. In case of competitive bidding, bank guaranteeswill be submitted by all shipyards, including
DPSUs, against non-deliverable stages. Theddiverable stageswill bedefinedinthe RFP.
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AppendixA
(Refersto Para42)

TERMSOF PAYMENT —SHIPS & SUBMARINES (Fixed Price Element)

1. Thetermsof payment may vary between each project depending upon avariety of factorssuch as
indigenouscontent, necessity for buildinginfrastructure, imports, design cons derationsand deve opment
of indigenoustechnology. However, somebroad guidelinesfor payment termsare appended below:-

Stage| % of Activity Schedule To
Vessel's befinalized
Fixed cost duringCNC

10% With signing of contract and acceptance by Shipbuilder
(10% of the Contract cost)

I 10% (a) Proof of ordering Steel / Hull Construction Material
(b) Submission of Cardind date programme/ Production PERT /
Work Breakdown Structure (Level 2) alongwith resource
alocation

1 5% (a) Submission of Drawing Schedule

(b) Submission of network of activitiesupto launching of
vessel (Work Breakdown StructureLevel 3)

(c) Submission of main hull structural drawing

(d) Order for al mgor pre-launchitemsfinalised and
placed

\Y 5% (&) Completion of 10% physical progressof construction
and submission of weight analysis for first ship of the
seriesonly

(b) Submission of equipment instal lation schedule

Vv 5% (8) Completion of 15% physical progressof construction
and submission of weight analysisfor first ship of the
seriesonly

(b) Completion of main engines, gear box girders &
seetings/ m/c seatingsasgpplicableto erecting of 60% hull

Vi 5% (a) Completion of 25% physical progressof construction
and submission of weight analysisfor first ship of the

seriesonly

(b) All access holesto be cut and preparation of main

Seetingsin m/c compartment
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(c) Placement of order for major equipment & systems
affecting conduct of basintrids

VI

5%

(a) Pressuretest of builtintanks

(b) Manufacture/ procurement of W/T doors and hatches
(c) Submission of network of balance activities upto
delivery alongwith resource allocation

VIII

10%

(a) Completion of installation of machinery, equipment &
fittings with the associated system required for reaching
prelaunch stage and submission of weight analysisfor

first ship of the series only

(b) Launching of the vessel or equivalent stage of
construction reached

5%

Completion of 40% physical progressof construction
and submission of weight analysis for first ship of the
series only

5%

Completion of 60% physical progress of construction
and submission of weight analysis for first ship of the
series only

Xl

5%

Completion of 85% physical progress of construction
and submission of weight analysis for first ship of the
series only

Xl

10%

Completion of Basin trials

Xl

5%

(&) Completion of inclining experimentsand submission
of weight analysis for first ship of the series only
(b) Successful completion of CST

XV

5%

(a) Successful completion of FMT

(b) Stowage of all Onboard Spares

(c) All documentation, drawings, manuals for the ship to
be made available to the concerned agencies as per
specifications

(d) Completion of first reading of D-448 and acceptance
of vessel

XV

10%

All defects deficiencies and contractor’s liabilities
including guarantee repairs dry docking to be completed
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Appendix B
(Refersto Para63)

TERMSOFPAYMENT —SHIPS& SUBMARINES

Thetermsof payment may vary between each project depending upon avariety of factorssuch as
indigenouscontent, necessity for building infrastructure, imports, design cons derationsand devel opment
of indigenoustechnology. However, some broad guiddinesfor payment termsfor multivendor cases
are appended below:-

Stage| % of Activity Schedule To
Vessel's befinalized
cost duringCNC

I 10% With signing of contract (10% of Contract cost)

I 10% (&) Proof of ordering Steel / Hull Construction Material
(b) Submission of Cardind date programme/ Production PERT

1l 5% (8) Submission of Drawing Schedule

(b) Submission of detailed network of activities including
Work Breakdown upto launching of vessel

(c) Submission of main hull structural drawing

(d) Order for al magor pre-launchitemsfinaised and

placed

v 5% (8) Completion of 10% physical progress of construction
and submission of weight analysis for first ship of the
series only

(b) Submission of equipment installation schedule

Vv 5% (a) Completion of 15% physical progress of construction
and submission of weight analysis for first ship of the
series only

(b) Completion of main engines, gear box girders &
seatings / m/c seatings as applicable to erecting of 60% hull

VI 5% () Completion of 25% physical progress of construction
and submission of weight analysis for first ship of the
series only

(b) All access holes to be cut and preparation of main
Seetingsin m/c compartment

(c) Placement of order for major equipment & systems
affecting conduct of basin trials
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VI

5%

(a) Pressuretest of builtintanks

(b) Manufacture/ procurement of W/T doorsand hatches
(c) Submission of network of balance activitiesupto
delivery alongwith resource allocation

VIl

10%

(8 Completion of installation of machinery, equipment &
fittings with the associated system required for reaching
pre launch stage and submission of weight analysis for
first ship of the series only

(b) Launching of thevessel or equivaent stage of
construction reached

5%

Completion of 40% physical progress of construction
and submission of weight analysisfor first ship of the
seriesonly

5%

Completion of 60% physical progressof construction
and submission of weight analysis for first ship of the
series only

Xl

5%

Completion of 85% physical progress of construction
and submission of weight analysis for first ship of the
series only

Xl

10%

Completion of Basin trials

X1

5%

() Completion of inclining experiments and submission
of weight analysis for first ship of the series only

(b) Successful completion of CST

(c) Completion of Training

XV

5%

(a) Successful completion of FMT

(b) Stowage of all Onboard Spares

(c) All documentation, drawings, manuals for the ship to
be made available to the concerned agencies as per
specifications

(d) Completion of first reading of D-448 and acceptance
of vessel

XV

10%

All defects/ deficienciesand contractor’sliabilities
including guarantee repairs dry docking to be completed
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AppendixC
(Refersto Para42 & 63)

TERMSOF PAYMENT-YARD CRAFTS/AUXILIARIES

In addition to the broad guidelinesindicated in Appendix A & B to Chapter 111, asix stageindicative
guidelinefor yard craftsisgiven below:-

Sage| % of Activity Pre
Vessel’'s Requisites
cost
1 10% Onsigning of the Contract (10% of Contract cost) On submission of
bank guarantee
of equa vauecum
performance bond
(s) of 5% of the
contractual cost.
DPSUsmay submit
indemnity bond,
when nominated.
2 25% (8) Proof of ordering of steel/ Hull Construction Tobecertified by
Material Ownersrep /
(b) Submission of cardinal date programme/ Overseer.
production PERT.
(c) Submission of drawing schedule
(d) Submission of main hull structural drawings.
(e) Order for al major pre-launch items finalized
and placed.
(f) Erection of 60% hull.
(g9) Submission of equipment schedule.
(h) Completion of main engines, Gear box girders
& seatings/machinery seatings as applicable to
erection of 60% hull.
3 15% (a) Erection of 100% main hull. To be certified by

(b) All access holesto be cut and preparation of main
Seetingsin machinery compartments.

(c) Placement of order for magjor equipment &
system affecting conduct of basin trials.

(d) Pressuretest of builtintanks.

(e) Manufacturer/procurement of W/T doorsand hatches.
(f) Submission of network of balanceactivities.

Ownersrep/
Overseer.




202

15%

(8 Completion of ingtdlation of machinery,

equipment and fittingswith the associated systems
required for reaching pre launch stage.

(b) Launching of the vessel or equivalent stage of
construction reached.

Note. If large amount of machinery isto be placed
after the launch of the vessel, this stage may be split
into two @ 10 % or 7.5% each.

Tobecertified by
Ownersrep/
Overseer.

30%

(8 Completionof BasinTrids.

(b) Completion of inclining experiment.

(c) Successful completion of contractor’sseatrias
(form part of vessal acceptancetrials).

(d) Successful completion of find machinery trids.
(e) Stowage of al on-board spares.

(f) All documentation, drawings, manuasfor theship
to bemade available to the concerned agencies as
per specifications.

(g) Completion of first reading of D-448 and
acceptance of thevessdl.

Tobecertified by
Ownersrep/
Overseer.

Vi

5%

All defects, deficienciesand contractor’sliabilities
including guarantee repairs & dry docking to be
completed.
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CHAPTER 1V — FAST TRACK PROCEDURE

General

1. Fast Track Procedure for meeting urgent operationa requirements was promulgated
vide MoD ID No: 800/SS (A)/2001 dated 28 Sep 2001. This procedure has been reviewed and
modified based on experience gained in implementation. This procedure, named the Fast Track
Procedure, is set out in succeeding paragraphs.

Al

2. Theobjective of thisprocedureisto ensure expeditious procurement for urgent operationa
requirements foreseen as imminent, or for a situation in which a crisis emerges without prior
warning.

Scope

3. The Fast Track Procedure (FTP) will cover acquisitions undertaken by the Ministry of
Defence and Defence Services under ‘ Buy category’ or outright purchase. The acquisitions may
or may not be part of LTIPP/SCAP/AAP. Such acquisitions are applicable for both indigenous
sources and ex-import. Procurement proposals in which user trias are envisaged will not be
under the purview of FTP.

4. The acquisition under FTP can be categorised as under:
@ Procurement of equipment already inducted into Service.

(b) Procurement of new equipment.

ACQUISITION PROCESS

Acceptance of Necessity (AON)

5. The adoption of FTP to meet urgent operational requirements will be authorised by
special DAC meeting chaired by the Raksha Mantri based on proposals moved by respective
SHQswith the approval of the concerned Service Chief. This Committee would comprise of the
Service Chief(s), Defence Secretary, Secretary (Defence Production), Secretary (R& D), Secretary
Defence (Finance), Director Genera (Acquisition), HQ IDS (CISC) and other officias of the
MoD as deemed necessary. The proposal would be processed by HQ IDS which will act as
secretariat to the special DAC. Copies of the proposal/s would aso be circulated to the other
membersof the committee. The projected requirement must be related to an operational situation
foreseen as imminent or for a situation where a crisis has emerged without prior warning. The
requirement, as projected, must identify theitemsrequired, their numbers, mode of procurement,
broad Operational Requirements (ORS) / Services Qualitative Requirements (SQRs) desired and
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the time-frame within which they need to be inducted. The format for the Statement of Case
(SOC) for processing such proposalsis given as Appendix A.

6. Consequent to the initiation of the proposal, a specia meeting of the DAC would be
convened within seven days. The DAC would discuss the proposal and accord Acceptance of
Necessity to the proposal. Decisionson following aspectswill explicitly emanatefromtheanaysis
by the DAC:-

@ Equipment and the quantities approved.

(b Source of Procurement.

0] A Vendor whose Equipment is already in Service. If so:-

(aa) For additional quantities of an ongoing contract.

(ab)  ForInvoking ‘Option Clause’ of aContract. In casethe quantities
required are in excess of the ‘Option Clause’ of the contract, the same
would be clearly brought out for approva by the DAC . The quantity
could be up to 100% with the approval of DAC.

(ac)  For Placing Repeat Orders on Past Suppliers. The quantitiescould
be limited to 100% of the previous contract.

(ad) A casewherethe vendor is not able to supply the entire quantity
of required item and the procurement may be made from other known
vendors whose equipment has been found acceptable in the past.

(i) Procurement of a New Equipment. Based on:-

(ad)  Singlevendor.
(ab)  Multi vendor.

(ac)  Option of procuring from friendly countries ex-stock or through
lease.

(c) Composition of the Empowered Committee.
(d) Estimated cost of the proposal.
(e Time schedule for induction to be specified by the DAC.

7. Minutes of meeting of the special DAC, as approved, would be construed as the AON
and based on which the SHQ/Acquisition Wing/ Empowered Committee would initiate the
procurement process.

8. Given the limited time-frame, the FTP would necessarily have to be confined to such
items aswould be available within the specified time-frames and therefore, long lead items such
asmajor weapon system should be avoided. Theitemsinvolved should preferably be such which
aredready in Serviceor have beentria evaluated or are availablewidely intheworld /in service
inforeign defence forces/ indigenous market for ready procurement so that the time required for
evauationisminimised. Thelndian DAs/ Ambassadorsin their respective country would confirm
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theinformation furnished by the vendorsregarding theitembeing ‘ In Servicein Foreign Defence
Forces . The TEC would include such information received from DAsin their technical compliance
Statement.

Procurement of Equipment Already | nducted into Service

9. Procurement of equipment already inducted into Service may entail placing ordersunder
following conditions:

@ Additional requirementsof Equipment on the Vendor who is Executing an Ongoing
Contract. The concerned Acquisition Manager would invite the vendor for
negotiationsfor additional quantities. The CNC would concludethe negotiations preferably
at the same price and terms & conditions. It will however, have the right to negotiate and
arrive at a mutually agreed price and terms & conditions with the vendor in case of
differences.

(b) Invoking Option Clause. The concerned Acquisition Manager would invoke
the option clause and invite the vendor for signing the addendum to the contract.

(c) Past Supplier for the Subject Item.  In such cases a repeat order would be
placed on the vendor. The SHQ would forward a draft commercia RFPto the Technical
Manager. The draft RFP would be vetted in collegiate manner by Acquisition, Finance
and Technical Managers and issued in the shortest possible time. The vendor can be
called for negotiations along with the commercia offer itself. Quantity to be procured
would be restricted to 100% of the quantity contracted earlier.

(d) There may be asituation where the vendor who has supplied the equipment earlier
is unable to supply the required quantity within the given time frame. In order not to
proliferatethe existing inventory, Acquisition Wing will first invite commercial offer from
the vendor and negotiate the price based on the LPP. Thereafter Acquisition Wing in
coordination with SHQ will invite all vendors (As approved by the DAC), whose
equipments have been trial evaluated and found acceptabl e for introduction into Service,
for supply of the balance quantity of equipment at the negotiated price with the last
supplier. The apportionment of quantity would be as per the earlier L2, L3, in that order.

Pr ocurement of New Equipment

10.  Service Qualitative Requirements (SQR)/ Operational Requirement (ORS). For
procurement of new equipment, therewould be arequirement of formulation of Service Qualitative
Requirement (SQR) or Operational Requirements by the concerned Service HQs. While
formulating the SQR/ORSs, it would be kept in mind that the required equipment iswidely available
in the world market/ in service in foreign defence forces/ indigenous market. Such SQRs/ORs
could be approved by appropriate authority at Service HQs and may be without endorsement by
Staff Equipment Policy Committee. The SQR / OR would be forwarded a ong with the proposal
when initiated by the Service Chief.
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11. Salicitation of Offers. Solicitation of offerswill be asper * Single Stage-Two Bid System’.
RFPswill be processed by Service HQrswithin 10 days of approval of the proposal by the Apex
Committee. In order to save time, collegiate vetting of RFP will be resorted to at Service HQs
while obtaining the views of maintenance and QA agencies. RFP would then be vetted in a
similar manner by Acquisition, Finance and Technical Managers. RFPwill be approved by Director
General (Acquisition)/Additional Secretary (Acquisition) and issued by Technical Managers to
all known vendors on alimited tender basis.

12. Request for Proposal (RFP). The RFP will be a self-contained document that will
enable vendors to make their offers after consideration of full requirement of the acquisition.
The standardized RFP document under FTP would be as per Schedule | of DPP-2011 with
relevant modifications/ amendments.

13. Technical Evaluation. The Technical Evaluation Committee will carry out
evaluation of the technical bids received in response to RFP, with reference to QRs. It will
examinethe extent of variationg/differences, if any, inthetechnical characteristics of the equipment
offered by various vendors with reference to the QRs and prepare a compliance statement
shortlisting the equipment, which are acceptable for procurement. The Director General
(Acquisition) will formally accept the report of the TEC on recommendations of the Technical
Managers. Any deviation/waiver to SQRs or any single vendor situation that may emerge, would
have to be recommended by the concerned Service Chief for consideration and approval of the
Raksha Mantri. However, cases where the procurement has been approved ab-initio on asingle
vendor basis, no relaxation of SQRs would be permitted.

14, Empowered Committee. Although there would be no requirement of any trial
evaluation of theidentified equipment, an Empowered Committee may be authorized to visit the
premises of vendors to withess demonstrations/evaluate the equipment as required. The
Empowered Committee would have the powersto negotiate and conclude contractsin the shortest
possible time, and would have adequate representations from different wings of the Ministry/
Service HQs to ensure that requisite expertise and authority for procurement actionis available.
They would be provided with a range of deviations in performance according to TEC Report
(where applicable) from that laid down in the QRs, to expedite the selection of equipment.

Contract Negotiation Committee (CNC)

15.  Thestandard composition of the CNC shall beasindicated at Appendix B to thisprocedure.
Any changein the composition of the CNC may be effected with the approval of Director General
(Acquisition).

16. Cases for which contracts have aready been signed and benchmark prices are available,
the CNC would arrive at the reasonable price, taking into consideration the escalation/foreign
exchange variation factor. The endeavor should be to conclude the CNC early so that the
operational / urgent requirement of theindenting serviceismet in atime-bound manner. Guidelines
to be followed for early conclusion of CNC are given in succeeding paragraphs.

17.  For certain category of items, where orders have been placed in the past, there could be
downtrend of prices since thelast contract. It would thus be necessary for the CNC to verify that
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there has been no downward trend since the last purchase and thiswould have to be kept in mind
while arriving at the prices.

18. In case it is found that the lowest tenderer (L1) is not able to supply the entire quantity
within the prescribed time-frame, the CNC will have the right to divide the quantity amongst
other qualified tenderers(L2, L3....... inthat order), on the condition that other tenderers accept
the price and terms & conditions quoted by the lowest tenderer, if feasible.

19. (Amended by MoD ID No. 2153/DG(ACQ)/2007 dated May 25th, 2007) In multi vendor
cases, on opening of commercia offers, once L1 vendor is identified the contract should be
concluded with him and normally there would be no need for any further price negotiations.
However, it isimportant that the reasonability of the prices being accepted for award of contract
should be established. In all cases, CNC should establish a benchmark and reasonabl eness of
pricein aninternal meeting before opening the commercial offer. Oncethe commercial offersare
opened and the price of the vendor is found to be within the benchmark fixed, in the internd
meeting, there should be no need to carry out any further price negotiations. The RFP in such
multi vendor cases, should clearly lay down that no negotiations would be carried with the L1
vendor once the reasonability of the price quoted by him is established. As far as possible all
aspects contributing towards formulation of acommercial offer by the vendor should beincluded
inthe RFP. In such cases, the services may have to state the requirement of maintenance by the
OEM/authorized vendor for a specified period. Aspects of advance and stage payments (where
applicable) aso to be given upfront in the RFP so that it facilitates selection of L1 vendor.

20.  Oversight Committee. For projects over ¥ 300 Crores, a committee comprising
Secretary (Defence R& D), Secretary (Defence Finance) Additional Secretary of the Department
of Defence and Deputy Chief at SHQ would scrutinize each case from the procedural angle
within three days before the contract is signed / order is placed.

21. Contact Conclusion. The contract will be signed after the CFA approval of the
case. CCSwould be kept informed of all FTP cases of value from ¥ 200 to 400 Crs. The date of
signing of the contract would be the effective date of contract. To ensure adherence to the
delivery schedule the contract should specify the date by which the vendor would have to submit
the BGs as aso the date by which MoD would have to open the LCs. The Standard Contract
Document asin DPP-2011 would bethe guidelinesfor acquisitionsunder FTP. Any deviationsto
the standard contractual clauses would be accorded by Raksha Mantri on recommendation of
the CNC/Empowered Committee.

ADDITIONAL PROVISIONS

22. In case of procurement from a Defence Public Sector Undertaking (DPSU), a Letter of
Intent (Lol) may be placed immediately on the DPSU which supplied this store last or ishaving
a running contract. The details concerning prices would be negotiated and incorporated in a
Supply Order subsequently.

23. In case of procurement from OFB, for an aready introduced item, indent would be
placed by Acquisition Manager after AON has been accorded.
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24. In certain acquisition cases it may be expedient to procure equipment from friendly
countries by sal e/l ease/otherwise ex their own stocks. In such cases, Government-to-Government
Agreements at appropriate level would be established to facilitate the issue of such stores. Care,
however, would be exercised to ensure that adequate residual shelf life remainsavailable for our
Armed Forces. In such cases a technical delegation may be sent to check the condition of the
equipment being offered asrequired. Only if it istechnically acceptablewould the case be processed
further.

25. Inspection.  Considering the urgent nature of requirements and to ensure that items
being supplied conform to the technical specificationsagreed in the contract, detailed Pre Dispatch
Inspection (PDI) of the stores need to be carried out by our inspectors at the premises of the
vendor, wherever considered necessary by the SHQ. If PDI is not to be carried out, then the
vendor will furnish hisown Certificate of Quality or of the Defence Forces of hiscountry or of its
accredited quality assurance agency. In such cases, Joint Receipt and Inspection (JRI) would be
carried out by the Ministry of Defence and the vendor in India. In such cases, certain sumsfrom
those duefor payment to the vendor would beretained to berel eased only on successful completion
of JRI. In case of items procured through Govt to Govt agreements signed at appropriate level,
PDI may not beinsisted upon and their Certificate of Quality may be considered for acceptance.

26. Performance Bank Guarantee (PBG). Since the contract will be for short term
duration and supplies will be required in shorter time frame, the performance of the contractua
obligations by the vendor need to be enforced by obtaining a PBG @ 10% of the value of the
Contract from afirst class international bank.

27. Liquidated Damages (LD). Incaseof delay in supplies, the vendor shall belevied LD
@ 1.5% per week subject to maximum of 15% of value of delayed store.

28. Temination Clause. The contract to be signed in FTPwill have a Termination Clause
which will be made applicablein the following cases:-

@ Thedelivery of themateria isdelayed for causesnot attributableto Force Mg eure
for more than three months after the schedule date of delivery.

(b The Seller is declared bankrupt or becomes insolvent.

(c) The ‘Buyer’ has noticed that the seller has utilized the services of an Indian /
Foreign agent in getting thiscontract and paid any commission to such individual / company
etc.

29.  AdvancePayments. The amount of advance payment permissible should be stated
upfront in the RFP. There should be a cap on the amount of advance payable which should bein
line with the GFR of the Ministry of Finance. Any advance will have to be supported by a Bank
Guarantee of equal amount from afirst class bank of international repute.

30. In case of suppliesfrom countries with which Bi-lateral Agreement exists for Standards
Terms& Agreementsof Contract, the samewould supercedethe corresponding terms& conditions
of the Standard Contract Document.
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3L Integrity Pact. An ‘Integrity Pact’ would be signed between government
department and the bidders for all procurement schemes over Rs 100 Crores. The Integrity Pact
would be a binding agreement between the government department and bidders for specific
contractsin which the government promisesthat it will not accept bribes during the procurement
process and bidders promise that they will not offer bribes. The draft Integrity Pact document is
placed as Annexure| to the Appendix ‘H’ of Schedule| of DPP -2011.

32.  Sincethe procurement under FTPwould be for cases of urgent operational requirement,
itisimperativethat all activitiesbe carried out in atime-bound manner. The proposed time frame
for each activity isgiven at Appendix C. In case it takes more than six months to conclude the
contract or timein excess of the schedule indicated by the DAC for induction of the equipment,
the proposal/ case would be referred back to the DAC for appropriate directions.

33.  Whilethe above provisions are adopted as the guidelines for emergency procurement, it
may not always be possible to ensure complete compliance of above conditions. In such cases,
the specific approval-seeking waiver would be obtained from the RM.

34. Monitoring.

@ Pre Contract. Concerned Service HQrswould report the progress of FTP cases
on amonthly basisto the DPB.

(b) Post Contract.

0] While responsibility for contract administration and management would
be that of the SHQ concerned, post-contract monitoring would be conducted by
theAcquisition Wing. The projectswould bereviewed by the Acquisition Manager
/ equivalent Service Officer in the respective SHQs.

(i) The concerned Service HQ would make arrangements to monitor the
recei pt and ensure expeditiousinduction of stores subsequent to delivery of items.
The DPB would be informed about the progress of induction of the equipment
on afortnightly basis.

35. Rl Clause. Anundertaking would be sought from the bidder that he has not supplied/
isnot supplying thesimilar systemsor subsystemsat apricelower than that offered in the present
bid in respect of any other Ministry/Department of the Government of India and if the similar
system has been supplied at alower price then the details regarding the cost, time of supply and
quantities should be included in the commercial offer. If it isfound at any stage that the similar
system or sub-system was supplied by the Bidder to any other Ministry/Department of the
Government of Indiaat alower price, then that very price with due allowance for quantities and
intervening time period will be applicableto the present case and the differencein the cost would
be refunded by the Bidder to the Buyer, if the contract has aready been concluded.

CONCLUSION

36.  Thisprocedure would be in supersession of the Fast Track Procedure promulgated vide
MoD ID No 800/SS(A)/2001 dated 28 Sep 2001 & FTP-2006 which came into effect from 13
July, 2006.
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Appendix-A
(Refersto Para 5)

STATEMENT OF CASE
FOR PROPOSAL UNDER FAST TRACK PROCEDURE

Brief of the situation necessitating procurement under FTP.

Proposal and the details of the equipment.

Justification to include the following, where applicable: -

(@
(b)
(©)

Operational urgency.
Quantities required.

Source of Procurement. It could be either of the following: -

0] Vendors whose Equipment isalready in Service.  Detalls of previous
contracts be given. Confirmation should be obtained, by telefax, that the proposed
vendor is in a position to supply the required quantities in the proposed time
frame. Such cases could be for:-

(ad)  Additional quantities of an ongoing contract.

(ab) Invoking ‘Option Clause’ of a Contract. In case the quantities
required are in excess of the *Option Clause' of the contract, it would be
clearly brought out in the SOC.

(ac)  Placing repeat orders on past suppliers.

(ad) In case the vendor is not able to supply the entire quantity of
required item then other known vendorswhaose equi pment has been found
acceptablein the past and the quantities to be procured from other vendor
/ vendors.

(ae)  For equipment already inducted into service, it may be necessary
to go back to the OEMsfor procurement of additional equipment / major-
assemblies/ sub-assemblies/ Special Maintenance Tools (SMT) / Specia
Test Equipment (STE) / maintenance/ integration of Buyer Furnished
Equipment (BFE), as no other supplier would be in a position to meet
this requirement. All such acquisitions would not be construed as single
vendor cases requiring waiver. It must, however, be ensured that when
gpares etc are procured from OEMs of subassemblies, the assurances /
warranties extended by the OEM for the main equipment retain their
validity.

(af)  If equipment proposed to be procured has already been procured



(d)
(€)

(ii)

(iii)
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by a sister service after following due process then such cases would be
treated as repeat order.

Procurement of a new equipment.
(@a@)  Single/ multi-vendor along with details.

(@b) Services Qualitative Requirement (SQRs) / Operational
Requirements (ORs) to be attached.

(ac)  Whether the equipment isin service in foreign defence forces.

If option of procuring from friendly countries ex-stock or through lease.

Estimated cost of the proposal.

Acceptable time schedule for induction to be clearly stated.
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10.

Note:
above.
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Appendix B
(Refers to Para 15)

STANDARD CNC COMPOSITION

Acquisition Manager - Chairman.

Technical Manager.

Finance Manager.

Advisor Cost / Director (Cost).

DGQA Representative.

Procurement Agency Representative.

User Representative.

Representative of Contract Management Branch at SHQ.
Repair Agency Representative (If required).

Under Secretary concerned.

Member Secretary to be nominated by the Chairman out of the members mentioned
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TIME FRAME UNDER FTP

Appendix C
(Refers to Para 32)

Ser Activity Time Frame
No (days/ months)
Initiation of Proposal by Service HQs
2. Analysis of the Services Requirement and A cceptance 7 days
of Necessity by the committee chaired by RM
3. Preparation, vetting, approval and issue of the Request 10 days
for Proposal
4. Receipt of Responses from vendors 30-45 days
5. Technica Evaluations* 10 days
6. On site Evaluations by Empowered Committee* 15—-30 days
7. Approva of Empowered Committee's report 7 days
8. Commercia Negotiations 15 - 30 days
9 Approval of Competent Financial Authority 10-15 days
10 Contract Signing 8- 15 days
Minimum and Maximum Time Period 112-169 days
11. Delivery (from the date of signing of contract) 3-12 months

* Activitiesat Ser 5 & 6 would be carried out only for procurement of new equipment.



214

(BLANK)



Sandard Contract Document







215

CHAPTER V — STANDARD CONTRACT DOCUMENT

Agreement between the Government of the Republic of India, Ministry of Defence and
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CONTRACT NO.( )
DATED ()

PREAMBLE

Thiscontract ismade on thisday, the (date) day of (Month & Year) inNew Delhi, betweenthe
President of Indiarepresented by the Joint Secretary and Acquisition Manager (Land Systemd/Air/
Maritime& Systems), Minisiry of Defence, Govt of India, South Block, New Delhi, hereinafter referred
toastheBUY ER (whichtermsunlessexcluded by the context, shall be deemed toinclude hissuccessor
inoffice) on onepart, and M/s (name of the company with address) duly represented by-------- ,and
incorporated under the laws of , having its registered office at
(whichtermsunl essexpre&ly indicated by the context shall be
deemed toincludeitssuccessorsand itsassignee), hereinafter referred to asthe"SELLER" onthe
other part. WHEREAS, TheBUY ER agreesto buy and the SEL L ER agreesto sl thegoods described
inAnnexure-l of thiscontract and in accordance with thetermsand conditionsof thisCONTRACT.

AND WHEREASthe SEL LER assuresthe BUY ER that the BUY ER hasthefull and unfettered right
to havethe suppliesmanufactured in Indiathrough anominated agency and supply ittotheBUY ER,

It ishereby agreed and declared by and between the parties hereof :-

ARTICLE1
SCOPE OF CONTRACT

1.1  TheSELLERundertakesto sell andto deliver totheBUY ER and the BUY ER undertakesto
accept and pay for all the terms and conditions stipulated in this Contract (nomenclature of the
equipment) and accompanied accessories according to the technical specifications stipulated in
Annexurell to thiscontract and the quantities, unit pricesand total value, as specifiedin Annexure
| of the present contract.

1.2 The prices for the delivered Goods are quoted FCA/FOB/CIP/CIF and fixed in US ¥/
Euro/ PS £ Net according to the international Rules for Interpretation of trade terms issued by
the International Chamber of Commerce /INCOTERMS Edition 2000.

1.3  Thetotal contract value of the Equipment, and Documentation to be supplied according
to this contract amounts to US $ Euro/ PS £----- (in words).

ARTICLE 2
EFFECTIVE DATE OF CONTRACT

21  The contract shall come into effect on the date of signature of both the parties on the
contract (Effective Date) and shall remain valid until the completion of the obligations of the
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partiesunder the contract. Thedeliveries, suppliesand performance of the services shall commence
from the effective date of the contract.
2.2  TheBUYERandthe SELLER havetofulfill thefollowing obligations.-
@ SELLER. TheSELLER shdl furnishthefollowing documentstothe BUY ER:-

(0] Advance Bank Guaranteeand Invoice.

(i) Performance cum Warranty Bank Guarantee; and

(iir) Export Licensefromthe Seller’sGovernment.

(b) BUYER. TheBUYER shdl asoprovide End User’sCertificatetothe SELLER
within 30 daysof signing of the contract.

ARTICLE3
ADVANCE BANK GUARANTEE

3.1. An Advance Guarantee Bond will be issued in the form of a bank guarantee by
(T SELLER'SBANK............. ) through aninternationally recognised first classbank in favour of
Government of India, Ministry of Defenceto be confirmed by State Bank of India/Bank of Baroda/
CanaraBank/SyndicateBank equal to % of thetota valueof thiscontracti.e. for US$/ Euro/ PS
£, (inwordsUSDollars/EUra/PS.......... coocooiiiiiiie i only).

(Note: Confirmationisrequired in case MoD onthe advise of SBI/Bank of Baroda/CanaraBank/
Syndicate Bank takes adecision that the Advance Guarantee Bond needsto befurther confirmed).

3.2.  Thespecimen of theAdvance Guarantee Bond ismentioned in Annexure-1V to thiscontract.
3.3.  TheAdvance Guarantee Bond shall be cons dered open upon receipt by theBUY ER’ sbank.

3.4. TheAdvance Guarantee Bond shall be proportionately and automatically reduced until full
extinction dong with and prorateto the va ue of each ddlivery asevidenced by the corresponding copy
of document proving delivery (Bill of Lading or Air Way Bill, asthe case may be) and theinvoices of
goods/servicessupplied/provided.

ARTICLE4
PERFORMANCE CUM WARRANTY BOND

4.1. A Performance cum Warranty bond will be issued in the form of a Bank Guarantee by
(v SELLER’S BANK) through an internationally recognized first class bank in
favour of Government of India, Ministry of Defence, to be confirmed by State Bank of India/
Syndicate Bank / Bank of Baroda/ Canara Bank equal to 5% (Five percent) of thetotal value of
the contract i.e. for USD / Euro / PS (in words USD/Euro/PS Only).

(Note: Confirmationisrequiredin case MoD onthe advice of State Bank of India/Bank of Baroda/
CanaraBank /Syndicate Bank takes adecision that the Performance-cum-Warranty bond needsto
befurther confirmed).
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4.2  Specimen of the Performance-cum-Warranty bondisat AnnexurelV (A) of thiscontract.
The Performance-cum-Warranty bond shall be considered open upon receipt by theBUY ER’sbank.

4.3  ThePeformance-cum-Warranty bond shal remainvalid for aperiod of three monthsbeyond
thewarranty period.

4.4  Incaseany clamor any other contractua obligation are outstanding, the SELLER shdll extend
the Performance-cum-Warranty bond asasked by theBUY ERtill suchtimethe SELLER settlesall
clamsand completesall contract obligations.

45  ThePeformance-cum-Warranty bondwill be subject to encashment by theBUY ER incase,
condition regarding adherenceto delivery schedule, warranties, settlementsclaim and other provisions
of thecontract arenot fulfilled by the SELLER.

ARTICLE 5
PAYMENT TERMS

5.1.  TheAccounting and Payment currenciesshall be USDallors/ Euro/ Pound Sterling, etc.
5.2.  Thetotal contract pricereferredtoinArticle 1 of the contract shall be paid asfollows:-

5.3.  AdvancePayment. % of total Contract Price being USD /Euro / Pound Sterling
etc , shall bepaid to the SEL L ER within 30 daysof thereceipt of the documentsindicated at
Article2.2(a) through Bank Transfer.

54. _ %aoftheTota Contract Price being USD/Euro/Pound Sterling etc shdl bepaidto

the SEL LER through adocumentary irrevocable L etter of Credit to be opened by theBUY ER as
follows-

@ The SELLER will giveanoatification to the BUY ER about the readiness of goodsfor
dispatch 45 days prior to the delivery of the consignment.

(b) Consequent onreceipt of theabovenatification, theBUY ER shall openthe L etter of
Credit before expiry of thisperiod of 45 days provided a 5% Performance cum Warranty
Bond for the Full value of the Contract hasbeen received.

(© The Letter of Credit will be opened through State Bank of India/Bank of Baroda/
CanaraBank/Syndicate Bank with SELLER’sBank; i.e. Account No.
in favour of SELLER and will be valid for a period of days/
monthsfrom thedate of opening.

Note:- SincetheL C chargesarefixed onper quarter bass, it may beensured that L C vdidity isfixed
in multiples of 90,180,270 days depending upon the delivery schedule. In casethe delivery isin
multiple consignmentsand thereisalong delivery schedule morethan one L C or revolving L etter of
Credit can be opened.

5.5.  Thepayment under the L etter of Credit (Relevant Articlemay bereferred e.gArticle5.4) shall
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be made against presentation of thefollowing documents by the SEL L ER to the Confirming Bank:-

€) SEL LER'scommercia invoicein sextuplicate, showing the number of the Contract,
quantity and Denomination of the Equipment delivered and the amount.

(b) Full set of Originas"Cleanon Board" Billsof Lading/Air way hill.
(© Packing List, Six copies.
(d) Certificate of Origin, duly stamped by the SELL ER’s Chamber of Commerce.

(e Certificate of Conformity and Acceptance test report at the Pre Despatch Inspection
signed by BUY ER’sand the SEL LER’squality Assurance Department. IncaseBUYER's
representative do not attend the PDI, then certificateissued by the BUY ER that it does not
wish to attend the PDI and Inspection and acceptance certificateissued by the SELLER.

® Certificate of current manufacturefrom OEM.

(o)) Insurance documents for 110% of the cost of consignment in case of CIF or CIP
contracts.

(h) Dangerous Cargo Certificate if any.
()] Phyto — Sanitary / Fumigation Certificate.

(k) In caseof training, acertificatefrom BUY ER’ srepresentative that training program
has been completed.

5.6. Intheeventof delay in openingtheLetter of Credit, thedelivery datewill automatically stand
extended to that extent.

5.7.  All expensesconnected with establishment of the L etter of CreditinIndiawill beborneby the
BUY ER and those outside Indiawill beborneby the SELLER.

5.8.  Wheretheextension of thevalidity of Letter of Credit isnecessitated, the Bank chargesfor
extension shall beborneby the party whose default causes such an extension.

5.9.  Notransshipment of goodsisallowed; however part shipment ispermitted.

5.10. Threecopiesof SELLER'sCommercia Invoices, shipping documents, packing list and the
specificationswill be sent by courier and fax by the SELLER tothe BUY ER (Wing of ServiceHQto
be specified) within 3 daysafter the equipment has been shipped. I ntimation may aso beforwarded to
Ministry of Defence, South Block, New Delhi (Wing to be specified).

5.11. Any demurrage chargesincurred by the Port Consignee due to late submission/incorrect
submission of the shipping documents by the SELL ER as per Article abovewould be borne by the
SELLER.

512 ThelLetter of Credit shall be subject to and shall be governed by the Uniform Customsand
Practicesfor Documentary Credits (1993 Revision) issued by the Internationa Chamber of Commerce
(Publication Ref UCP500).

5.13. All paymentswill becarried out with referenceto the number of thiscontract.
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5.14. BaancePayment. Thebaancepaymentfor  %shal bepaidtothe SELLER by LC/
Bank Transfer within__ daysof completion of Joint Recelpt | nspection (JRI) and A cceptance of
goodsagainst presentation of following documents:-

€) Copiesof invoices(three copies).
(b) Copy of JRI and acceptance certificateissued by theBUY ER.
© Any other relevant document indicated at Article 5.5.

5.15. SELLER’sbanker addressand account number: -

Account No.:
Sort code:
SWIFT Code:

516 TheSELLER may desgnateadifferent first classinternationa Bank uponwritten notification
of theBUY ER and after consultation withtheBUY ER.

ARTICLEG
SPECIFICATION

6.1  TheSELLER guaranteesto meet the specificationsasper Annexure-11, the statement of work
asper Annexure-111 and to incorporate the modificationsto the existing design configuration to meet
the specific requirement of the Services as per Annexure-V and modifications/requirements
recommended after the confirmatory trial sy MET, in thefirst off production model of (Year) to be
suppliedtotheBUY ER. All technicd literature and drawing shdl beamended asthe modificationsby
the SEL LER before supply totheBUY ER.

6.2  TheSELLER,inconsultationwiththeBUY ER, may carry out technica upgradation/dterations
inthedesign, drawingsand specificationsdueto changein manufacturing procedures, indigenisation or
obsolescence. Thiswill, however, notinany way adversdly affect theend specificationsof theequi pmen.
‘Changesintechnica details, drawingsrepair and maintenance techniquesa ongwith necessary SMTY
STESTest Jgsasaresult of upgradation/dterationswill beprovidedtothe BUY ER freeof cost within
(__) daysof affecting such upgradation/dterations.’

ARTICLE7
QUALITY

Thequdity of thestoresddlivered according to this Contract shall correspond to thetechnical
conditions and standards valid for the deliveries of the same storesfor in SELLER’s Country or
specificationsenumerated as per Article 4 and shall aso include therein modification to the stores
suggested by theBUY ER. Such modificationswill bemutualy agreedto. The SELLER confirmsthat
the storesto be supplied under this Contract shall be new ie not manufactured before (year
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of Contract), and shal incorporateall thelatest improvementsand modificationsthereto and spares of
improved and modified equipment are backward integrated and i nterchangeabl e with same equi pment
supplied by the SEL LER inthe past if any. The SELLER shdll supply aninterchangesbility certificate
along with the changed part Nos.

ARTICLES8
PRE DESPATCH INSPECTION (PDI)

8.1. TheBUY ER representativeswill carry out Pre Despatch Inspection (PDI) of the Equipment in
order to check their compliance with specificationsin accordance with Acceptance test procedures as
finalised during contract negotiation. Upon successful completion of PDI, the SELLER and BUY ER
will issueand sgn aCertificate of Conformity asper specimen at Annexure-V. Theformat givenisnot
sacrosanct and may be atered as per requirement of the equipment.

8.2. TheSELLERshalintimatetheBUY ER and DGQA at least 45 days before the scheduled
date of PDI. Thetimefor visaformalitiesby the SEL L ER should not beinclusiveinthisnotice. The
BUY ER will send hisauthorised representativesto attend the PDI.

8.3. Thelistof BUY ER'srepresentativestogether withtheir particularsincluding name, title, date
and placeof birth, passport numbersincluding date of issue and date of expiry, address, etc. must be
communicated by theBUY ER at least (No of days) in advanceto apply for the necessary authorisations
and clearancesto be granted.

8.4. TheBUYERreservestheright not to attend the PDI or to request for adelay inthe beginning
of the PDI with amaximum of fifteen (15) daysfrom thedatefixed for such PDI inorder toalow his
representativesto attend such tests, in which caseshe shall informinwriting the SELLER within 15
daysbeforethe date of the beginning of the PDI. Should the BUY ER request for such delay, then
liquidated damages, if any, shal not apply. Incasethe BUY ER hasinformed the SEL LER within the
period mentioned here-above that he cannot attend the PDI or in casethe BUY ER doesnot come at
the postponed date requested by him for performance of the PDI as mentioned above, the SELLER
shall be entitled to carry out said tests alone as scheduled. The Certificate of Conformity and the
Acceptance Test Report will be signed by the SEL L ERS QA representative al one and such documents
bearing the solesignature of the SEL L ER’s QA representative shall have the samevalue and effect as
if they have been signed by both Parties. In case BUY ER doesnot el ect to attend the PDI, then the
BUY ER shdl intimatethe SELLER inwriting that it does not wish to attend the PDI.

8.5. TheSELLER shall provideall reasonablefacilities, accessand assistancetotheBUYER’s
representativefor safety and conveniencein the performance of their dutiesin SELLER’sCountry.

8.6.  All costsassociated withthe BUY ER’srepresentative stay in (Name of country), including
travel expenses, boarding and lodging accommodeation, daily expenses, shall beborneby theBUY ER.

ARTICLE9
PACKINGAND MARKING

9.1. TheSELLER shal provide packing and preservation of the equipment and spares/goods
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contracted so asto ensuretheir safety against damageintheconditionsof land, seaand air trangportation,
transshi pment, storage and weather hazards during transportation, subject to proper cargo handling.
The SEL LER shdl ensurethat the storesare packed in containers, which are made sufficiently strong,
and with seasoned wood. The packing cases should have hooksfor lifting by crane/fork lift truck. Tags
with proper marking shall befastened to the specia equipment, which cannot be packed.

9.2.  The packing of the equipment and spares/goods shall conform to the requirements of
specifications and standards in force in the territory of the SELLER’s country.

9.3. Each spare, SMT, STE and accessory shall be packed in separate cartons. A label in
English shall be pasted on the carton indicating the under mentioned details of theitem contained
in the carton. A tag in English with said information shall also be attached to six samples of the
item. If quantity contracted islessthan six then tag shall be affixed to complete quantity contracted
of the item. The cartons shall then be packed in packing cases as required.

@ Part Number:

(b) Nomenclature:

(©) Contract annex number:
(d) Annex serial number:
(e Quantity contracted:

9.4. One copy of the packing list in English shall be inserted in each cargo package, and the
full set of the packing lists shall be placed in Case No.1 painted in ayellow colour.

9.5. TheSELLER shdl mark each packagewithindeliblepaint in Englishlanguageasfollows-

EXPORT
Contract No. --
Consignee --
Port / airport of destination ------------------------
Ultimate consignee
SELLER ------mmm oo e
Package No. a/b -----------==mmmmmmm e
Gross/net weight: kg ---- -
Overdl dimensions/volume: cm/cu m -------------
The SELLER’s marking,
Where:a— Seria No. of package;

b — total number of packages in this consignment.

9.6. If necessary, each package shall be marked with warning inscriptions:
<Top>, “Donot turn over”, category of cargo etc.

9.7.  Should any special equipment bereturned to the SELLER by the BUY ER, the latter shall
provide normal packing, which protects the equipment and spares/goods from the damage of
deterioration during transportation by land, air or sea. InthiscasetheBUY ER shdl findizethemarking
withthe SELLER.
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ARTICLE10
DELIVERY

10.1. Theddivery of thegoods/ servicesshall be completed within monthsof theeffective
date of the contract in accordance with theschedulelaid downinAnnexurelll. TheAnnexure should
clearly specify theitem, the quantity and the month from the effective date of the contract asfollows:-

No Equipment/Service Quantity Month from Effective Date

Note Forlargevaueand complex wegponsacquisition programme, acompleteprogramme schedule
intheform of aPERT Chart should be attached with the contract.

10.2. Port Consignee.
@ Equipment. ( Concerned Embarkation HQ)

(b) Ammunition.
10.3. UltimateConsignee.

(@  Eguipment. ~ Commandant (Nameof Depot).
(b) Ammunition.  Commandant (Name of Depot).

10.4. TheSELLERshdlintimatetotheBUY ER by letter or fax, Sx weeksin advance, theanticipated
date of delivery of each consignment. Theinformation shall consist of quantitiesof thegoodsand all
other detail srequired in connection with the shipment of the consignment. A copy of Smilar intimation
shall also beforwarded to: -

@ Service HQs (Branches may be specified asDDG /PPO, MGO, AHQ etc).
(b) Government of India, Ministry of Defence, South Block, New Delhi.

(© Commandant COD ultimate Consignee Depot.

(d) Commandant Port Consignee.

e DGQA (), South Block, New Delhi.

10.5. Invoicesand other dispatch documentsshall be prepared in favour (Fill detailswhile
contractfindizing)

10.6. Two copieseach of dispatch documentsaslisted in LC documentsshall beforwarded by Air
Courier to thefollowing addresseswithin 72 hours after the goods have been dispatched or earlier, if
possible: -

@ Port Consignee.
(b) ServicesHQrs, New Delhi-110011 (branch may be specified).
(© Ultimateconsignee.

10.7. TheSELLERwill alsoforward acopy of theAirway Bill and Commercia invoice by fax on
theday of despatchto (Branch may be specified).
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ARTICLE11
TRANSPORTATION

TRANSPORTATION (BY SEA-FOB)

11.1. Thestoresshal bedelivered FOB/FAS/CIP.................... (asper INCOTERM S 2000,
or latest version).

11.2. Thesoresshall beddiveredtotheBUY ER by Indian Shipsonly. Shipping arrangementswill
be made by the Shipping Officer, Ministry of Surface Transport, Chartering Wing, Transport Bhavan,
Parliament Street, New Delhi-110011 (TelegraphicAddress TRANSCHART, NEW DELHI-1, Telex
"VAHAN" In 31-61157 OR 31-61158, Phone 2371 9480, Fax 2371 8614) to whom adequate
notice of not less than 8 weeks about the readiness of storesfor shipment should be given by the
SEL LER under intimationto theBUY ER for findising the Shipping arrangements.

11.3. Thedateof issueof theBill of Lading shall be considered asthedate of ddlivery.

11.4. Part shipment of goodsis permitted however; trans-shipment of goodsisnot permitted.
OR

TRANSPORTATION (BY AIR-FCA)

11.1. Thedédivery of thegoodsshdl be FCA/CIF/ Airport (port of Exit) (asper INCOTERMS
2000 or | atest version).

11.1.2 Thegoodswill betransported by theBUY ER’ Snominated freight forwarder and thelr associates
in (name of the company form which goodsdispatched). The detail sof theBUY ER’snominated
freight forwarder areasfollows:-

(Name and address)

11.1.3. The date of issue of the Air Way Bill shall be considered as the date of delivery.
Note:- In case of CIF/CIP contracts the following clause to be incorporated:-

“Thegoodsshdl beinsured by the SEL L ER infavour of theBUY ER onthetermsand conditions
(relevant clauses) according to Ingtitute Cargo Clauses of the Institute of London underwriterstothe
amount of 110% of the contract val ue of the ddlivered equipment”

ARTICLE1?
AIRLIFT

12.1. ShouldtheBUY ERintendtoairlift all or someof thestoresthe SEL LER shall pack thestores
accordingly onreceipt of intimation to that effect fromthe BUY ER. Such ddliverieswill be agreed
uponwell inadvance and paid for asmay be mutually agreed.
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ARTICLE13
LIQUIDATED DAMAGES

13.1. Intheevent of the SEL L ER'sfallureto submit the Bonds, Guaranteesand Documents, supply
thestores/goodsand conduct trids, insta lation of equipment, trainingand MET asper schedulespecified
inthiscontract, theBUY ER may, at hisdiscretion withhold any payment until the completion of the
contract. TheBUY ER may a so deduct from the SELLER asagreed, liquidated damagesto thesum
of 0.5% of the contract price of the del ayed/undelivered stores/services mentioned abovefor every
week of delay or part of aweek, subject to the maximum value of the Liquidated Damagesbeing not
higher than 5% of the value of delayed stores.

ARTICLE14
JOINT RECEIPT INSPECTION (JRI) IN INDIA

14.1 ThePartiesagreethat the Joint Recel pt Ingpection (JRI) of delivered goodsshd | be conducted
out onarriva inlndiaat location to benominated by BUY ER. JRI shall be completed within 120 days
(for armament/ammunition)/ 90 days(for other than armament/ammunition) of arriva of goodsat Port
Consignee. JRI will consist of :-

€) Quantitative checking to verify that the quantities of the delivered goods correspond
to the quantitiesdefined in this contract and theinvoices.

(b) Completefunctional checking of the Equipment as per specificationsin thiscontract
and as per proceduresand testslaid down by Indian DGQA. Functional checking of spares
shall not bedone.

(© Check Proof and firing shall be carried out for armament and ammunition, as per
procedure and testslaid down by Indian DGQA.

14.2.  JRIwill becarried out by the BUY ER’ srepresentative. TheBUY ER will invitethe SELLER
withaminimum fifteen (15) daysprior noticeto attend the JRI for the delivered goods. The SELLER
reserves the right not to attend the JRI. The bio data of the SELLER’s representative will be
communicated fifteen (15) daysprior to the despatch of goodstothe BUY ER for obtaining the necessary
security clearancein accordance with therulesapplicableinthe BUY ER’scountry.

14.3.  Uponcompletion of each JRI, JRI proceedings and A cceptance Certificate as per Annexure
8, will be signed by both Parties. In case the SELLER'’ srepresentativeis not present then the JRI

proceedings and A cceptance Certificate shal besigned by theBUY ER’ srepresentative only and the
sameshall bebinding onthe SEL LER. Copy of JRI proceedingsand A cceptance Certificate shall be
despatched to SEL L ER within 30 days of completion of JRI. In case of deficienciesin quantity and
quality or defects, details of these shall berecorded in the JRI proceedings, Acceptance Certificate
shall not be issued and claims raised as per Article on Claimsin this contract. In case of claims,
Acceptance Certificate shall beissued by BUY ER'’ srepresentative after al claimsraised during JRI

are settled.

14.4. IftheBUY ER doesnot performthe JRI asper reasonsmentioned abovefor reasonsexclusvely
attributableto him, thenthe JRI in Indiashall be deemed performed and the equipment fully accepted.
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ARTICLE15
WARRANTY

15.1. The SELLER warrants that the goods supplied under this contract conform to technical
specifications prescribed and shall perform according to the said technical specifications.

15.2. TheSELLERwarrantsfor aperiod of monthsfrom the date of acceptance of storesby
Joint Recei pt I nspection or date of installation and commissioning whichever islater, that the goods/
stores supplied under thiscontract and each component used in the manufacturethere of shal befree
fromall typesof defects/failures.

15.3. If within the period of warranty, the goods are reported by the BUY ER to have failed to
perform asper the specifications, the SELLER shall either replaceor rectify the samefreeof charge,
maximum within 45 daysof notification of such defect received by the SELLER, provided that the
goodsareused and maintained by theBUY ER as per instructions contained in the Operating Manual .
Warranty of the equipment would be extended by such duration of downtime. Record of thedown
timewould be maintained by user inlogbook. Sparesrequired for warranty repairsshall be provided
freeof cost by SELLER. The SEL LER also undertakesto diagnose, test, adjust, calibrateand repair/
repl ace the goods/equipment arising dueto accidents by neglect or misuse by the operator or damage
dueto transportation of the goods during thewarranty period, at the cost mutually agreed to between
theBUY ER andthe SELLER. The SEL L ER shdl intimate the assignable cause of thefailures.

15.4. SELLER hereby warrants that necessary service and repair back up during the warranty
period of the equipment shall be provided by the SEL LER and hewill ensurethat the downtimeis
within 20 % of thewarranty period.

155 SELLERshdl associatetechnical personne of maintenanceagency and QA of BUY ER during
warranty repair and shal also providethedetailsof complete defects, reasonsand remedia actionsfor
defects.

15.6. If aparticular equipment/goodsfailsfrequently and/or, the cumulative down time exceeds
20% of thewarranty period, the complete equipment shall bereplaced free of cost by the SELLER
within astipulated period of 45 days of receipt of the notification fromthe BUY ER duly modified/
upgraded through design improvement in all equipment supplied / yet to be supplied and ESP
supplied and yet to be supplied. Warranty of the replaced equipment would start from the date
of acceptanceafter JRI by theBUY ER/date of installation and commissioning.

15.7. Incasethecompletedelivery of Engineering Support Packageisdelayed beyond the period
stipulated in thiscontract, then SEL L ER undertakesthat thewarranty period for the goods/storesshdll
be extended to that extent.

15.8 TheSELLER will guaranteethe shelf lifeof () yearsunder theIndian tropical conditionas
givenbelow:-

@ Minimumtemperature - -40 degree C.
(b) Maximumtemperature - +55 degree C, plus 1140 w/m sgquare solar
radiation equivaent plus 700.

(© AverageHumidity (RH) - 65%.
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15.9  For procurement of oilsand lubricantsthefollowing will beincluded: -

€) The SELLER warrantsthat the special oilsand lubricantsrequired during thewarranty
period of the equipment shal be provided by the SELLER himsdlf.

(b) The penalty amounting to ( %) of the val ue of the equipment shall beimposed onthe
SELLERIncasethe SELLER refusesor failsto meet the requirement of oilsand lubricants
during the warranty period of the equipment.

© The SELLER shdl makeavailablethedetailed specificationsof dl oilsand lubricants
required to be used in the equipment at theline of initial delivery of equipment to facilitate
identification and development of indigenous equivalents to be used after the expiry of
the warranty period.

ARTICLE 16

BLANK

ARTICLE 17
CLAIMS

17.1 Theclamsmay bepresented either:-

€) On Quantity of thestores. In caseit doesnot correspond to the quantity shown
inthe Packing List/Insufficiency inpacking or,
(b) On Quality of thestores. In case it does not correspond to the quality

mentioned in this contract.

17.2 The quantity claims for deficiency of quantity shall be presented within 45 days of
completion of JRI and acceptance of goods. The quantity claim shall be submitted to SELLER inthe
format Annexure-VI1 (To be provided by MGO (PPO)) to this Contract.

17.3 Thequdity damsfor defectsor deficienciesin quality noticed during the JRI shal be presented
within 45 days of completion of JRI and acceptance of goods. Quality claimsshall be presented for
defectsor deficienciesin quality noticed during warranty period earliest but not later than 45 daysafter
expiry of theguaranteeperiod. Thequality clamsshdl besubmittedto SEL L ER intheform at Annexure-
VIl tothiscontract.

17.4  Thedescription and quantity of the stores are to be furnished to the SELLER along with
concrete reasons for making the claims. Copies of al the justifying documents shall be enclosed
to the presented claim. The SELLER will settlethe claimswithin 45 daysfrom the date of thereceipt
of theclaim at the SEL L ER’ s office, subject to acceptance of the clam by the SELLER. Incaseno
responseisreceived during this period the claim will be deemed to have been accepted.
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175 TheSELLER shdl collect thedefectiveor rgected goodsfrom thelocation nominated by the
BUY ER and ddiver therepaired or replaced goodsat the samelocation under SELLER’ sarrangement.

17.6. Claimsmay aso be settled by deduction of cost of goodsunder claim from bonds submitted
by the SEL L ER or payment of claim amount by SEL L ER through demand draft drawn on Indian
Bank, infavour of PCDA HQ, New Delhi, payableat New Delhi.

17.7. “The quality claimswill be solely raised by the BUY ER and without any certification/
countersigning by SELLER’s representative stationed in India.

ARTICLE 18
TAXES AND DUTIES

18.1 All taxes, duties, levies and charges which are to be paid for the delivery of goods,
including advance samples, shall be paid by the parties under the present contract in their
respective countries.

ARTICLE19
TERMINATION

19.1 TheBUYER shall havetheright to terminate this Contract in part or in full in any of the
following cases :-

@ Thedelivery of themateria isdelayed for causesnot attributableto Force Mg eure
for more than (_ months) after the scheduled date of delivery.

(b) The SEL LER isdeclared bankrupt or becomesinsolvent.

(© Theddivery of material isdelayed dueto causesfor Force Mg eure by morethan

(__months).

(d) TheBUY ER hasnoticed that the SELL ER has utilised the services of any Indian/
Foreign agent in getting this contract and paid any commission to such individual/
company etc.

(e As per decision of Arbitration Tribunal (Article 21).

ARTICLE20
LAW

20.1 Thepresent Contract shall be considered and madein accordanceto thelaws of Republic of
India. Thiscontract shall be governed by and interpreted in accordance with the laws of the Republic
of India
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ARTICLE?21
ARBITRATION

21.1. Alldisputesor differencesarising out of or in connection with the present Contract, including
the one connected with the validity of the present Contract or any part thereof, shall be settled by
bilaterd discussons.

21.2. Anydispute, disagreement of question arising out of or relating to thisContract or relating to
congtruction or performance (except asto any matter thedecison or determination whereof isprovided
for by these conditions), which cannot be settled amicably, shall withinsixty (60) daysor such longer
period asmay be mutualy agreed upon, from the date on which ether party informsthecother inwriting
by anotice that such dispute, disagreement or question exists, will be referred to the Arbitration
Tribuna consisting of threearbitrators.

21.3 Withinsixty (60 daysof thereceipt of the said Notice, one arbitrator shall be nominatedin
writing by SELL ER and onearbitrator shall be nominated by BUY ER.

21.4. Thethirdarbitrator, who shdl not beacitizen or domicileor of the country either of theparties
or of any other country unacceptableto any of the partiesshall be nominated of the partieswithin (90)
daysof thereceipt of the notice mentioned above, failing which thethird arbitrator may be nominated
under the provision of Indian Arbitration and Conciliation Act, 1996 or by Arbitration or dispute
resolutioningtitutionssuch asIndian Council of Arbitration, ICADR or by the Presdent of Internationa
Chamber of Commerce, Paris, at request of either party but the said nomination would be after
consultationwith both the partiesand shdl precludeany citizen or domicileof any country asmentioned.
Thearbitrator nominated under this Clause shall not be regarded nor act asan umpire.

21.5. TheArhitration Tribuna shall haveitsseat in New Dehi or such other placein Indiaasmay be
mutually agreed to between the parties.

21.6. TheArbitration Proceedings shall be conducted in Indiaunder the Indian Arbitration and
ConciliationAct, 1996 and theaward of suchArhitration Tribunal shal beenforceablein Indian Courts
only.

21.7. Thedecision of themagjority of thearbitrator shall befina and binding on the partiestothis
contract.

21.8. Eachparty shall bear itsown cost of preparing and presentingitscase. The cost of arbitration
including thefeesand expensesof thethird arbitrator shall be shared equally by the SELLER and the
BUY ER, unlessotherwise awarded by theArbitration Tribunal.

21.9 Intheevent of avacancy caused intheofficeof thearbitrators, the party which nominated
such arbitrator, shall be entitled to nominate another in his place and the arbitration proceedings
shdll continuefromthe stagethey wereleft by theretiring arbitrator.

21.10. Intheevent of oneof thepartiesfailing to nominateitsarbitrator within 60 daysasaboveor if
any of the parties does not nominate another arbitrator within 60 daysof the place of arbitrator failing
vacant, then the other party shall beentitled after due notice of at |east 30 daysto request the President
of International Chamber of Commerce, Parisor dispute resolutioningtitutionsin Indiasuch asindian
Council of Arbitration, |CADR to nominate another arbitrator asabove.
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21.11. If theplaceof thethird arbitrator fallsvacant, hissubstitute shal be nominated according tothe
provisonsherein above stipulated.

21.12. Thepartiesshal continueto perform their respective obligationsunder thiscontract during the
pendency of thearbitration proceedingsexcept in so far assuch obligations are the subject matter of
thesaid arbitration proceedings.

ARTICLE 22
PENALTY FORUSE OF UNDUE INFLUENCE

22.1. TheSELLER undertakesthat hehasnot given, offered or promisedto give, directly or indirectly
any gift, consideration, reward, commission, feesbrokerage or inducement to any personin service of
theBUY ER or otherwisein procuring the Contractsor forbearing to do or for having doneor forborne
todo any act in relation to the obtaining or execution of the Contract or any other Contract with the
Government for showing or forbearing to show favour or disfavour to any personinrelationto the
Contract or any other Contract with the Government. Any breach of the aforesaid undertaking by the
SEL LER or any oneemployed by him or acting on hisbehaf (whether with or without the knowledge
of the SEL LER) or thecommission of any offersby the SEL L ER or anyoneemployed by himor acting
on hisbehalf, asdefined in Chapter I X of thelndian Pena Code, 1860 or the Prevention of Corruption
Act, 1988 or any other Act enacted for the prevention of corruption shal entitletheBUY ER to cancel
the contract and all or any other contracts with the SELLER and recover from the SELLER the
amount of any lossarising from such cancellation. A decision of theBUY ER or hisnomineeto the
effect that abreach of the undertaking had been committed shall befinal and binding onthe SELLER.

22.2. Givingor offering of any gift, bribe or inducement or any attempt at any such act on behalf of
the SEL LER towards any officer/employee of the BUY ER or to any other person in apositionto
influenceany officer/employeeof theBUY ER for showing any favor inrelation to thisor any other
contract, shal render the SEL L ER to such liability/ penalty asthe BUY ER may deem proper, including
but not limited to termination of the contract, imposition of pena damages, forfeiture of the Bank
Guarantee and refund of theamounts paid by theBUY ER.

ARTICLEZ23
AGENTSAGENCY COMMISSION

23.1 TheSELLER confirmsanddeclarestotheBUY ERthat the SELLER istheorigind manufacturer
of thestoresreferred to in thiscontract and has not engaged any individua or firm, whether Indian or
foreign whatsoever, tointercede, facilitate or in any way to recommend to the Government of Indiaor
any of itsfunctionaries, whether officialy or unofficialy, totheaward of the contract tothe SELLER,;
nor hasany amount been paid, promised or intended to be paid to any suchindividuad or firmin respect
of any suchintercession, facilitation or recommendation. The SELLER agreesthat if it isestablished at
any timeto the satisfaction of theBUY ER that the present declarationisin any way incorrect or if at a
later stageitisdiscovered by theBUY ER that the SEL L ER hasengaged any suchindividua/firm, and
paid or intended to pay any amount, gift, reward, fees, commission or cons deration to such person,
party, firmor ingtitution, whether before or after the signing of thiscontract, the SELLER will beliable
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to refund that amount to the BUY ER. The SELLER will also be debarred from entering into any
supply Contract with the Government of Indiafor aminimum period of fiveyears. TheBUY ER will
aso havearight to consider cancellation of the Contract either wholly or in part, without any entitlement
or compensationtothe SELLER who shall insuch event beliableto refund al payments made by the
BUY ER intermsof the Contract along with interest at therate of 2% per annum above LIBOR rate
for foreign vendorsand Base Rate of SBI for Indian vendors. TheBUY ER will dso havetheright to
recover any such amount from any contracts concluded earlier with the Government of India

ARTICLE?24
FORCE MAJEURE

24.1  Should any Force Mgeure circumstances arise, each of the contracting party shall beexcused
for the non-fulfillment or for the delayed fulfillment of any of itscontractua obligations, if theaffected
party within (__ days) of itsoccurrenceinformsin awritten form the other party.

24.2 ForceMageureshal meanfires, floods, natural disastersor other acts, that are unanticipated
or unforeseeable, and not brought about at theinstance of, theparty claiming to be affected by such
event, or which, if anticipated or foreseeable, could not be avoided or provided for, and which has
caused the non-performanceor delay in performance, suchaswar, turmail, strikes, sabotage, explosions,
quarantinerestriction beyond the control of either party.

24.3 A party claiming Force Mg eure shall exercisereasonablediligenceto seek to overcomethe
Force Mg eureevent and to mitigate the effectsthereof on the performance of itsobligationsunder this
contract.

ARTICLE25
NON DISCLOSURE OF CONTRACT DOCUMENTS

25.1 Exceptwiththewritten consent of theBUY ER/SELLER, other party shall not disclosethe
contract or any provision, specification, plan, design, pattern, sample or information thereof to any

third party.

ARTICLE26
NOTICES

26.1 Anynoticerequiredor permitted by thiscontract shal bewrittenin English language and may
beddivered persondly or may besent by FAX, TELEX, Cableor registered prepaid airmail, addressed
tothelast known address of the party to whomit is sent.

ARTICLEZ27
TRANSFERAND SUB-LETTING

271 TheSELLERhasnorighttogive, bargain, sell, assign or sublet or otherwise dispose of the
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Contract or any part thereof, aswell asto giveor tolet athird party take benefit or advantage of the
present Contract or any part thereof.

ARTICLE 28
PATENTSAND OTHERINDUSTRIAL PROPERTY RIGHTS

28.1 Thepricesstated inthe present Contract shall bedeemed toincludeall amountspayablefor
theuseof patents, copyrights, registered charges, trade marks and paymentsfor any other industria

property rights.

28.2 SELLER shdl indemnify theBUY ER against all claimsfrom athird party at any time on
account of theinfringement of any or al the rights mentioned in the previous paragraphs, whether
such clamsariseinrespect of manufactureor use. The SELLER shdl beresponsblefor thecompletion
of thesuppliesincluding spares, SMTS/STES, technical literature and training aggregatesirrespective
of thefact of infringement of the supplies, irrespectiveof thefact of infringement of any or al therights
mentioned above.

ARTICLE29
AMENDMENTS

29.1 Noprovisonof thiscontract shal bechanged or modifiedinany way (including thisprovision)
either inwholeor in part except by an instrument inwriting made after the date of this contract and
signed on behalf of both partiesand which expresdy statesto amend thiscontract.

ARTICLE30
PRODUCT SUPPORT

30.1 TheSELLER agreesto provide Product Support for the stores, assemblies/subassemblies,
fitment items and consumables, SMTS/STEs subcontracted from other agencies/manufacturer
by the SELLER for amaximum period of (__years) including ( years) of warranty period after the
ddlivery of (name of equipment). Even after the said mandatory period, the vendor would be bound to
giveat least two yearsnoticeto the Government of Indiaprior to closing the productionlineso asto
enableaLifeTimeBuy of al sparesbeforeclosureof thesaid productionline. The SELLER agreesto
undertake MAINTENANCE CONTRACT for amaximum period of (____months), extendabletill
the complete Engineering Support Package is provided by the SELLER, at atime, at termsand
conditionsmutually agreed between the Supplier and the Indian manufacturer.

30.2 Intheevent of any obsolescence during the above mentioned period of product supportin
respect of any component or sub-system, mutual consultation between the SELLER and BUY ER/
Indian manufacturer will be undertaken to arrive at an acceptabl e solutionincluding additional cost, if
any.

30.3  Anyimprovement/modification/up gradation being undertaken by (M/snameof company) on
(name of equipment) or their sub supplierswill be communicated by the SELLER tothe BUY ER and,
if required by theBUY ER, thesewill be carried out by the SELLER at BUY ER'scost.
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30.4 TheSELLER agreesto providean Engineering Support PackageasspecifiedinArticle34 as
modified after confirmatory MET. The SEL L ER agreesto undertake therepair and maintenance of the
equipment, SMTS/STEstest set up, assemblies/sub assemblies and stores supplied under thiscontract
for aperiod of fiveyearsas mai ntenance contract specified at para30.1 aboveor provision of complete
ESPtotheBUY ER vizEME which ever islater, asper termsand conditions mutua ly agreed between
the SELLER andtheBUYER.

ARTICLE31
TRAINING

31.1 TheSELLER shall providethefollowing training to the personnel of the BUY ER free of
charge:

€) Operator Training:

(0] (Duration) at OEM'Spremisesfor amaximumof (__ )officers.

(i) (_) daysper groupinlndia, toamaximum of (_)personne in(__) groupsof
(__)each.

(b) Repair and M aintenance Course.

0] FiddRepair/Maint.  (___ weeks) at OEM'S premisesfor (composition of
theteam to be specified).

(i) BaseRepair/Maint.  (__ weeks) at OEM, premisesfor (composition of the
team to be specified).

(© The SELLER will provide training to the QA reps of the BUYER for () dayson
various aspectsof quality assurance of equipment.

(d) Thesyllabusof training asabovewill be decided within --- monthsof MET by the
BUY ER and shall meet the needs of repair and maintenance of the complete equipment,
SMTSYSTES, test set up, assemblies/sub assemblies as per the existing repair concept of Indian
Army ascovered under Article 32.

31.2 Thetrainingfor thefirst group of operatorsand userswill be organised and conducted so that
itstermination doesnot go beyond (___days) of the scheduled delivery of thefirst equipment. Training
of second group of operator and users will be conducted within () months thereafter. Repair and
mai ntenance coursewill be conducted within () monthsof signing of the contract and beforeexpiry of

warranty.

ARTICLE32
OPTION CLAUSE

32.1 TheBUYER shall havetheright to place separate order onthe SELLER on or before ------
( year from the date of this contract) for the main equipment, spares, facilitiesor
servicesas per the cogt, termsand conditionsset out in thiscontract up to amaximum of 50% quantity
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and during theorigina period of contract provided thereisno downward trendin prices. The price of
the system, sparesetc shall remain sametill ------ year fromthe effective date of the contract.

ARTICLE 33
BUYER FURNISHED EQUIPMENT (BFE)

33.1 Thefollowing equipment will beprovided by theBUY ER at hisown expense:

@
(b)

(NAME OF THE EQUIPMENTS TO BE PROVIDED BY THE BUYERALONGWITH THE
MAIN EQUIPMENT) This provision isin addition to the provisions set forth in Annexure 111
(Statement of Work)

ARTICLE 34
ENGINEERING SUPPORT PACKAGE

34.1. Repair Philosophy. The Engineering Support Philosophy shall conform to repair
philosophy as follows: -

@ Field Repairs. Envisages diagnosis and repair assemblies / PCBs /
modules (called rotables) and discreet components not forming part of these rotables.

(b) Component Level Repair.  Thislevel of repair envisagesdiagnosisand repairs
of notables as defined at sub para (a) above.

(© Base Overhaul. This level of repair defines stripping and rebuilding of
equipment in a Base workshop.

34.2 Accompanied Accessories/User Replaceable Parts Expendables.

Accompanied accessories User Replaceable Parts/ Expendables as per the list, which will be
prepared by the BUY ER within ---- months of completion of operator and operator trainer training.
for theamount specified at Ser No--- of Annexurel. Thelist of itemsrequired to be supplied will be
taken from Appendix-A to Annexure-1X duly incorporating Adequacy Clause (Article 34.9 below
refers).

34.3. Spares. Sparesrequirement for carrying out maintenanceand repair up to component
level will be provided by the SEL L ER asper thelist, which will be prepared by theBUY ER within -
--month of completion of MET, withintheamount specified at Ser No --- of Annexurel. Thelist of
sparesrequired to be supplied will betaken from Appendix-A to Annexure-1 X duly incorporating
Adequacy Clause.

34.4. Speciad Maintenance Toals, Specia Test Equipmentsand Test Jigs(SMT/STE/Test Jigs).
SMT/STE/Test Jigsrequirement for carrying out maintenanceand repair upto () level of repair will be
provided by the SELL ER asper thelist, whichwill be prepared by the BUY ER within ---- month of
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completionof MET, withintheamount specified a Ser No of Annexure-l. Theligt of equipment
required to be supplied will betaken from Appendix A to Annexure | X duly incorporating Adequacy
Clause.

34.5. Traning. Training of operators, operator trainers, and maintenance personnel will be
carried out as per detailsgiven in Appendix-B toAnnexure | X at in English Language. The

syllabusgiven at Appenidx-B will berefined by the SELLER in consultationwiththe BUY ER at the
timeof MET. The SELLER confirmsto theBUY ER that the maintenancetrainingwill beimparted to
the satisfaction of the BUY ER and SELLER ensures that the training content and period will be
extended so asto impart working proficiency upto () level repairs. All training requirementssuch as
training aids, projection system, compl ete equipment with accessories/optionals, technical literature,
spares, test equi pment/test set up, chartsetc will be catered for by the SELLER.

34.6. Technicd Literature.  TheSELLER shdl provide----- setsof Technicd Literature. (Specify
format to the vendor if required). Inadequacy/voidsin Technical Literatureidentified during the
Maintenance Evaluation Trialswill berectified by the SELLER at thetimeof delivery of Technical
Literatureto the satisfaction of maintenance agency of theBUY ER.

34.7. MantenanceEvduationTrids(MET). BUYERwill deputewithin(__ ) monthsAfter Recaipt
of Order (ARO), ateam of (__ ) personnel to SELLER's country for (duration), to conduct a
maintainability evaluation (MET) for (Nameof the Equipment) at SELL ER'spremises. SELLERwill
provideall necessary assistanceto carryout MET. In casethe MET isto beconductedinthe BUY ERS
premises, dl infrastructureshould bereedy by (durationto bementioned). Theteamwill study goplicability
of SMTYSTE/Test jigs, sparesand adequacy of technical literature and documentation provided under
thisContract. If, asaresult of the above mentioned evaluation, BUY ER decidesto augment itsspare
partsor STE quantities, BUY ER will then exercisethe additiona order through the provisions of
Article 30 (Options Clause). BUY ER may also adjust the quantitiesof spare partsSMTS/STES/ Test
jigsprovided that thetotal price of the spare parts|ISMTs/STES/ Test jigslisted isnot changed and
provided aso that the adjustment ismade not later than ( months) after the conduct of theMET
evaluationin (name of the country) and before the ddlivery schedulesof spare partSMTS/STES Test
Jigsstipulatedinthe contract.

34.8. MantenanceEvduationTrids(MET). (Users handbook, operators manual, ISPL, check
proof details, fixturesrequired for A cceptance Test/check proof, technica specifications, etc). Specimen
of documentsrequired isattached at Appendix C to Annexure | X. The details of itemsand inputs
requiredfor MET aregivenin (Specify Appendix/Annexure as applicable) to the contract.
The SELLER shall allow stripping/ opening of the equipment during MET. The SELL ERStechnical
representative(s) who is/are competent to clarify all theissues pertaining to maintenanceand repair up
to () level shall be present during the completeduration of MET. Inadequaciesinitems/inputs, if any,
brought out during MET must berectified and would be presented for re-evaluation by the SELLER
aongwiththeJRI.

34.9 Adequacy Clause. The SELLER confirmsto the BUY ER that the range and depth of
Accompanied A ccessories/ User Replaceable Parts/ Expendables, Sparesand SMT/STE/Test Jigs
giveninAppendix- of Annexure- of thiscontract are completeand exhaustivefor useand carrying out
repairsupto () level for the equipment procured under thiscontract by theBUY ER. Any additional
items, spares, toolsand equipment up to thelowest level needed for use, maintenanceand repair will




238

besupplied by the SEL LER a mutually agreed priceswithin 60 daysof recei pt of notificationfromthe
BUY ERfor theperiod specifiedinArticle 25 (PRODUCT SUPPORT). The SELLER aso confirms
tothe BUY ER that the overall cost of one set of completelist of sparesand partsused to make one
functional (Equipment____ ) asper the specificationsgiven at Annexure- (Technical Specifications)
alongwith accompanied accessories as per Annexure- asper the cost givenin Appendix- of Annexure-
will not exceed the cost of the equipment asgiveninAppendix . The SELLER aso confirmsthat, if
two different prices have been given for the same/ similar itemin Appendix- to Annexure- , thenthe
lower pricequotedwill prevall. In case, the quoted accessorieshas severd itemsviz Sampling A ccessory
Kitand add up priceof theseitemsishigher than the quoted price of the accessory then the pricewill
belowered/adjusted proportionately for theitems.

ARTICLE35
ACCESSTOBOOK OFACCOUNTS

35. Incaseitisfoundto the satisfaction of theBUY ER that the SEL L ER hasengaged an Agent or
paid commission or influenced any person to obtain the contract as described in clauses relating
to Agents/Agency Commission and penalty for use of undueinfluence, the SELLER, on aspecific
request of theBUY ER shdl provide necessary information/ingpection of therdevant financia documents/
information.

36.  Tedtimonia and Sgnatureclause. Theauthorised representative of the SEL L ER should
be shown to have been so authorised by the Resolution of the Board of Directors of the Company
of the SEL LER or duly authorised by the M emorandunvArticlesof Association of the Company along
with supporting documentsfor thesame.

LEGAL ADDRESSESOF THE CONTRACTING PARTIES

1 Judicial addressesof both contracting parties:

SELLER BUYER:
.................................................... GOVERNMENT OF INDIA
.................................................... MINISTRY OF DEFENCE
.................................................... SOUTH BLOCK
.................................................... NEW DELHI -110011
REPUBLIC OF INDIA
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Annexurel
STATEMENT OF PRICESAND QUANTITIES
Ser Item Qty Unit Price Total Value Remarks
No (US Dallars (US Dallars)
/Euros/Ponds)
1 Description of Main

Equipment along with
accessories, optional
items etc.

2. ESP/MRLS

Technical manuals

4, Training Package

Total

Tota (inwords)
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Annexure- ||
To Contract No.
Dated

TECHNICAL SPECIFICATION

All Tech parameterslisted intermsof size, weight, performance, operating environment, power,
utility life storage shelf life etc, both in terms of essential and desirable levelsas applicableto the
equipmen.

(TheTechnical parametersof the equipment being contracted also to beincluded)
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ANNEXURE - 111
To Contract No.
Dated

STATEMENT OF WORK (SOW) AND DEL IVERY SCHEDULE

1. Generd.

2. Abbreviations/ Definitions.

3. Equipment, Material SAnd Services

The SELLER shdl deliver thegoodsand perform servicesasfollowing:
3.1  Dediverableltemsand Schedule:
3.1.1 Déliverableltems
3.1.2 Ddivery Schedule

Ser No|  Equipment/ Quantity Month (from Effective date)
sarvice

3.2 M odificationsto beincorporated in (Name of Equipment).
3.3 BUY ER Furnished Dataand Equipment.
4. Integrated L ogistic Support (ILS).

4.1  Themaintenanceof the (Name of Equipment) shall becarried out at Field and Base
Level by BUY ER'spersonndl after receiving Maintenance Documentation, CBTsTraining,
Specia Test Equipment (STE) and test set up and Spare Parts.

4.2  ThelLSpackagewill support thefollowing maintenancetasks:
(All tasksto belisted)
42.1 Hdd
4.2.2 Base/Componentl evel.
43  Training& Documentation. (All detailsof trg to beincorporated)

4.3.1 FKFeddMaintenance Training and Documentation.

No Description | No of pers Duration Month (from Remarks
ED)

4.3.2 Bas=Maintenance Training and Documentation.

No Description | No of pers Duration Month (from Remarks
ED)
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44  Special Test Equipment and Test Setup
4.4.1 ForField Maintenance Test Equipment.
4.4.2 For Base/Component Level Maintenance
No Description | No of pers Duration Month (from Remarks
ED)
BUYER FURNISHED TEST EQUIPMENT
No Description Qty Month(ARO) Remarks
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ANNEXURE IV

To Contract No.

Dated
BANK GUARANTEE FORMAT FOR ADVANCE

1 In consderation of the President of India(hereinafter called “the Government”) having agreed
to exempt (hereinafter called “the said Contractor(s)”) from the demand,
under the terms and conditions of an Agreement dated made
between and
for (hereinafter called “the said agreement”) of security
depogit for theduefulfilment by the said Contractor(s) of thetermsand conditionscontainedinthesaid
Agreement, on production of a bank Guarantee for Rs (Rupees
only)  We,

(hereinafter referred (indicate the name of the bank) to as “the bank”) at the request of
(contractor(s) do hereby undertake to pay to the
Government an amount not exceeding Rs against any lossor damage caused to
or suffered or would be caused to or suffered by the Government contained in the said Agreement.

2. We (indicatethe name
of the bank) do hereby undertaketo pay the amounts due and payabl e under this guarantee without
any demur, merely onademand from the Government stating that the amount claimed isdue by way of
loss or damage caused to or would caused to or suffered by the Government by reason of breach by
the said contractor(s) of any of thetermsor conditions contained inthe said Agreement or by reason
of thecontractor(s) * failureto perform the said Agreement. Any such demand made on the bank shall
be conclusive asregardsthe amount due and payabl e by the Bank under thisguarantee. However, our
liability under thisguarantee shall berestricted to an amount not exceeding Rs

3. We undertaketo pay to the Government any money so demanded notwithstanding any dispute
or disputesrai sed by the contractor(s)/supplier(s) inany sult or proceeding pending beforeany Court
or Tribunal relating thereto our liability under thispresent being abbsol uteand unequivoca. The payment
so made by usunder thisbond shall bevalid discharge of our liability for payment thereunder and the
contractor(s) suppliersshal have no claim against usfor making such payment.

4, We, (indicatethe
name of bank) further agree that the guarantee herein contained shall remaininfull forceand effect
during the period that would be taken for the performance of the said Agreement and that it shall
continueto beenforceabletill al the dues of the Government under or by virtue of the said Agreement
havebeenfully paid anditsclaims satisfied or discharged or till office/
Department/Ministry of certifiesthat thetermsand conditions of the
sad Agreement havebeenfully properly carried out by the said contractor(s) and accordingly writing
onor beforethe weshal bedischarged fromall liability
under thisguaranteetheresfter.
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5.We, (indicatethe
name of bank) further agree with the Government that the Government shall havethefullest liberty
without our consent and without affecting in any manner our obligations hereunder to vary any of the
termsand conditionsof the said Agreement or to extend time of performance by the said contractor(s)
fromtimetotimeor to postponefor any timeor fromtimetotimeany of the powersexercisableby the
Government against the said Contractor (s) and to forbear or enforce any of thetermsand conditions
relating to the said agreement and we shall not berelieved from our liability by reason of any such
variation, or extension being granted to the said Contractor (s) or for any forbearance, act or omission
onthepart of the Government or indulgence by the Government to the said Contractor(s) or by any
such matter or thing whatsoever which under law relating to suretieswould, but for thisprovision, have
effect of sordieving us.

6. This guarantee will not be discharged due to the change in the constitution of the bank or the
contractor (s)/supplier(s).

7. \We, (indicatethe
name of bank) lastly undertake not to revoke this guarantee during the currency except with the
previousconsent of the Government inwriting,

8. Dated the day of for
(indicate the name of the Bank).
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ANNEXURE IV (A)

Bank Guarantee Format for Perfor mance-cum-Warranty Bond

From: ( Bank)
To : The President of India (represented by )

Ministry of Defence, Government of India
Dear Sir,
1 Whereas President of India(hereinafter referred to asBUY ER) have entered into acontract
No dated (hereinafter referredto asthesaid
contract) withM/s (hereinafter referred to asthe SELLER) for supply of goods
as per contract to the said BUY ER and whereas the SEL L ER has undertaken to produce a bank
guarantee for (%) of total contract value amounting to to secureitsobligations
towards Performance-cum-Warranty tothe Buyers.
We the bank hereby

expresdy, irrevocableand unreservedly undertake and guarantee asprincipa obligorson behaf of the
SELLERthat, intheevent that theBUY ER declaresto usthat theamount claimed isdue by way of
loss or damage caused to or would be caused or suffered by the BUY ER by reason of breach/failure
to perform by thesaid SEL LER of any of thetermsand conditionsin the contract related to Performance
and Warranty clauses, we will pay you, on demand and without demur, al and any sumup to a
maximum of Rupeesonly. Your written demand shdl be conclusiveevidence
to usthat such repayment isdue under thetermsof the said contract. We undertaketo effect payment
upon receipt of such written demand.

2. Weshdl not bedischarged or rd eased from thisundertaking and guarantee by any arrangements,
variaionsmade betweenyouandthe SEL LER, indulgence tothe SELLER by you, or by any dterations
intheobligationsof the SELL ER or by any forbearancewhether asto payment, time performanceor
otherwise.

3. In no case shall theamount of thisguarantee beincreased.

4, ThisPerformance-cum-Warranty guaranteeshall remain valid for aperiod until three months
beyond thewarranty period asspecified in the contract.

5. Unless ademand or claim under this guarantee is made on usin writing or on before the
aforesaid expiry date as provided in the above referred contract or unless this guarantee is
extended by us, al your rightsunder thisguarantee shall beforfeited and we shall bedischarged from
theliagbilities hereunder.

6. Thisguarantee shd | be continuing guarantee and shal not be discharged by and changeinthe
constitution of the Bank or in the constitution of M/s We
undertake no to revokethisguarantee during the currency except with previous consent of BUYER
inwriting.
7. Dated the day of for

(name of Bank).
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Annexure-V
To contract No
Dated

MODIHCATIONSTO BEINCORPORATED ASPER
REQUIREMNETSOF THE SERVICEHQ

(To bedaborated depending on themodification existing if any withthe OEM or modificationsrequired
for suiting the buyer’ srequirements)
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Annexure-VI|

CERTIHCATE OF CONFORMITY

Date:

No:

Product Name:
Product No:
LotNo:

Quantity :

Contract No:
Packaging ListNo:

THISISTO CERTIFY THAT THEABOVE MENTIONED PRODUCT HAVE SUCCESSFULLY
PASSED ALL THE ACCEPTANCE TESTS IN ACCORDANCE WITH THE RELEVANT
SPECIFICATIONSAND DRAWINGS.
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Annexure-VII
QUANTITY CLAIM

tOthe ContraCt NO ......eivii e
dated ..o
CLAIM PROTOCOL NO .....c.vvvviiiiieeenane,
Lad down
For inter/tare storage
Commission, consisting of Chairman ......... ..o, and
=T 0] = P £ [=\VA R g [0
examined the state of the delivered equipment ascertained as follows:-
1 Theequipment wasdelivered by M/S.......ooiniiiii s against
Billof LadingNO .........cooviviiiiiiiiinnne Of e inthequantity

of one collie with the Marking ...................coceiiiveveee.... Case No

2. The obtained equipment is delivered under Contract No
................................................. ltemSIINo............Cost ..o
3. The state of packing and seals on goods packages, correspondence of the grossweight and
the weight indicated in the way bills (packing lists) Nos of the collies are to be pointed out

Condition of the collie
e e et e et e et e e e aen e e e e GrOSS weight  of  the  collie
............................................ Net weight of thecollie ......................

4, While unpacking the goods packages, the following discrepancy between the shipping
documents (packing lists as the packed equipment was discovered/separately for each package

6. Thefollowing documents confirming thejustification of the complaint are attached to the report
(Packing list, photos of the damaged sports and others)
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Annexure-VIlI|

QUALITY CLAIM

IO ThE CONtraCt NO ...t e e
dated ...
CLAIM PROTOCOL NO ..o,

Laiddownon

Concerning (Nameof theclaimed equipment)
Commisson Members .......oovviiiiii e

The Commission hasacquainted with the claimed equipment and madethefoll owing decis on:-
1. Seria No

(equipment)
Productionbythe............. Madeby themanufacturer ....................

(date of manufacture)

Noof runninghours........... With guaranteeperiodof ......................
(completed)

(years, months)
From the beginning of operation, the product hasbeen operatingfor ............. hours.
2. Indicate operation conditions of the equipment ..............c.cco i ans
(Statetype of fud and oil used during operation of the equipment)
3. Description Of thedefeCt ... (the

date and circumstances under which the defect was ascertained, short description of the probable
causes and probabl e consequences of the defect)

4, List of units(or their parts)

(defective equipment will remainin that organization store-roomwhenit hasbeen operating till arrival
of the SELLER'singtruction)

5. Conclusion Of the COMMISSION ...



(oninvestigation the commiss on decided that the claimed equipment isnot servicesbleand that it must
be subject torepair or must be replaced with anew equipment. Thekind of repair and placewherethe
repair should be carried out areto be stated).

The following parts are required for the repair of the equipment (or its parts)

Thedefect occurred .........coooiviiiiiiiiiinnn. within the guarantee period from the reason as
follows

The defect occurred ............... within the guarantee period from the reason as follows

.................................................................................................. The costs of

To settlethe claim, the SELLER hasto replace the equipment and dispatch the unit and other parts,
indicate the parts and where the repair should be carried out (manufacturer’ sside), the manner of
reimbursement of costs connected with therepair of the equipment, etc.

Supplementary data:

The equipment was handed over in accordance with the ......................... NO
on (date)

Thefollowing documentsare enclosed to thisclaim protocol to support thejustification of theclaim

(photos, samples, resultsof analysis, packing shests, etc.)

Signature of thecommission members
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Annexure-1 X
PRICE BREAKDOWN OF SUPPLIESAND SERVICES
No| Item Quantity Ready for UnitPrice | Tota PriceUSD
Shipment USD $ $
1. |EQPT as per 221 Nos As per Note 2
AppendixAadongwith | (Illugrdive below
accessoriesgivenat example)
Note 1 below
2 | Costof Additiona AsperArticle | Asper Note
Accompanied Accessories)| 34.2 2(d) below
User Replaceable Parts
and Expendables
(Asper Appendix A)
3. | Sparesand SMT/STE /TJ | AsperArticle | Asper Note
(Asper AppendixA) 34.3and 34.4 | 2(d) below
4. | Trainingasperthe 4and 24
gyllabusgivenat working days
Appendix B for operator &
maintenance
personnel
respectively
(lletraiveExanple)
5. | Technicd Literature AsperArticle | Asper Note
givenat Appendix C 34.6 2(d) below
TOTAL
Notes.
1 Description of Equipment. Equipment System and thefollowing accessories -
Part No Item Quantity
€) 943013 Battery 02 Nos
(b) 943700 Manua inEnglish 01
(© 540006 Phillips Screwdriver #1 01
2. Delivery Schedule. Delivery Schedule(to bereadinconjunctionwithArticle 10 Delivery)
to be completed asunder:-
€) First consignment of ---- Nos Equipment within--- weeksfrom the effective

date of the contract (Article 2 refers) along with contracted ESP package viz spares, SMTY
STES/TJsand technicdl literature.
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(b) Second consignment of --- NosEQPT within --- weeksfrom the effective date
of thecontract (Article3refers).

(© Third consignment of --- EQPT within ---- weeksfrom the effective date of the
contract (Article3refers).

(d) Fourth and last consignment of ---- EQPT , and Additional Accompanied
Accessories User Replaceable Parts/ Expendables, Spares, SMT/STE/TJ and Technical
Literaturewithin ---- weeksfrom the effective date of the contract (Article 2 refers) and 34
refers.
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Appendix-AtoAnnexure-1 X

PRICE BREAKDOWN OF EQUIPMENT,ACCESSORIES,

MAIN EQUIPMENT ETC FOREQPT

1 Main Equipment — Price Breakdown.
Ser | SrNoof Offer Description Unit Cost Qty Total Cost
No
2. Sub-assemblies for Equipment.
Sl.

Sl No. | Part No. | Nomenclature | Schematic | No. per |Unit Total | Rem
No. | o ref. eqpt costin [costin | arks
Offer USD $ |USD $

1 1 220124 Sensor NO2 Sl
2 2 943253 Sensor
Membrane
Totl | 1 | |-
3. Accessories along with the Equipment
Sl.

S No. [Part No. | Nomenclature | Schematic | No. per |Unit Total | Rem
No. | of ref. egpt costin |costin | arks
Offer USD $ |USD $
1 4 943013 Battery

cartridges

Total
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4, Optiond Items
S.

Sl. No. | Part No. | Nomenclature |Schematic | No. per |Unit Total | Rem
No. | of ref. egpt costin |costin | arks
Offer USD$ |USD $

1 16 943021 External battery 1
pack
Tfotal | |1 ] |-
5. Spares
S.

Sl. No. | Part No. | Nomenclature | Schematic | No. per | Unit Total | Rem
No. | o ref. eqpt costin [costin | arks
Offer USD$ [USD $

1 12 943046 RS232 Cable 1
Total {----

6. Additional Items Required for Completeness of Spares, and Consumables
S.

Sl. No. | Part No. | Nomenclature | Schematic | No. per | Unit Total | Rem
No. | of ref. egpt costin [costin |arks
Offer Usb$ |USD $
1 943018 Audio Ear Set 1 Spare

Total
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7. Listof SMT/STE/Test Jigs

S.
S. No. | Part No. | Nomenclature | No. per Unit Total | Remarks
No. | of eqgpt costin | costin
Offer USD$ |USD$
1 TJ3000 | TestJgEVD | 1 Component
Level Checks
Manufacture
Supplied

Total

Note. TheSELLER confirmsfor authenticity, completeness correctness of the datagiveninthis
annexure.
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Operator Course.
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Appendix-B toAnnexure-1 X

TRAINING

Thiscourseisdesigned to givethe student the necessary knowledge

tooperatean Equipment ____ effectively. It also coversunit maintenance proceduresand procedures
for unit level repair and replacement of parts.

Time | Course | Description Materids

-- hrs This course coversthetheory, operation and proper Slide Show, User
sampling techniques. It will include handson and | Guide
visual presentations.

--hrs This course alows the student to do practical User Guide,
exercises with an Equipment ___. Equipment ___ unit,

Practica outline

- hr Thistimealowsthe student to ask any questions User Guide,
they have and review for the test. Equipment ___ unit

--hr | Operator | Thestudent takesthecertificationtest. User Guide, Test

Test paper
2. Trainer Course. This course is designed to give the student an understanding of

the Equipment ___ aswell asfirst line maintenance techniques that will the student to keep the
(Equipment) __ working properly. In addition to that there will beacourseontraining othershow to
usethe (Equipment) by stressing theimportant issuesusing the (Equipment) . Following the
coursetherewill beacertification test which will then allow the student to train other usersonthe

(Equipment)
Time |Course Deription Materids
--hrs Thiscourse coversthetheory, operation and proper Slide Show,
sampling techniques. It will include handson and | Supervisor Guide
visual presentations. It will also include first line
mai ntenance techniques used in the field.
-- hrs This course alows the student to do practical Supervisor Guide,
exercises with an (Equipment) . (Equipment)
unit, Practical outline
-- hrs Thiscourse cover theimportant issuesintraining Trainer Guide,
other users on the (Equipment) (Equipment) unit
-- hrs This course alows the students to practice training | Trainer Guide, Slide
other users on the (Equipment) _ under Show, (Equipment)
Supervison. unit
--hr |Supervisor |Thestudent takesthe certification test. SupavisorGuide, Test
Test paper Trainer Guide
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3. Field Repair level Maintenance Training. Thiscourseisdesignedto givethestudent an
understanding of the(Equipment) _ aswaell asfirst linemaintenancetechniquesthat will the student
tokegpthe (Equipment) _ working properly. Thenthe coursewill discussthe M echanica/Automotive/
Electronic/Armament portion of the (Equipment) . A break down of all componentsaswell asthe
cdlibration procedureistaught. The student will then takeapart and rebuild an (Equipment) _ going
over various points. Following the classestherewill be acertificationtest which will alow the student
to then do any repairsneeded onthe (Equipment) .

Time [Course | Description Materids

-- hrs Thiscourse coversthetheory, operation and proper Side Show,
sampling techniques. It will include hands on and Supervisor Guide
visual presentations. It will also include first line
mai ntenance techniques used in the field.

-- hrs This course alows the student to do practical Supervisor Guide,
exercises with an (Equipment) . (Equipment)

unit, Practicd outline

-- hrs Thiscoursecoversal thedectronicsinthe Technica Guide,
(Equipment) . Alook at al the PCBsin the (Equipment)
unit and the procedure of analyzing samples. unit

- hrs Thiscourse discussesthetroubleshooting Technicd Guide,
techniquesused for repairing an (Equipment) . (Equipment) __ unit

-- hrs Thiscourse cover the proper procedurein calibrating Technica Guide,
and (Equipment) . (Equipment) ___ unit

4, Component level Maintenance Training. Thiscourseisdesigned to train studentsto

undertake component level repair of al assemblies, subassemblies, modules, PCBsect.

S.

BaseRepair Maintenance Training.

The syllabus for base repair maintenance

training will befinalised during MET asper therequirement of theBUY ER.

6. Technical Know How. The SELLER shall provide the complete know how on the
technology used, repair and maintenance of the equipment and shall not withhold such
information during the conduct of the training. Maintenance philosophy will be discussed and
suggested normsfor major maintenancetaskswill be provided by the SELLER.
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Appendix-C toAnnexurel X

MET

1 Thisiscarried with aview to facilitate provisioning of effective engineering support for life
cycleof theequipment. Thiswouldinvolve stripping of the equipment and carrying out recommended
testsand adjustments and establishing adequacy of maintenance spares, tools, test equipment and
technical literature. To facilitate thisprocess, the SELLER isrequired to providethefollowingin
addition to one compl ete set of the equipment apart from thequantity being procured videthiscontract.

€) Technical Literature

)

User Handbook/OperatorsManual.
Design Specifications.
Technicd Manuds

(ad)  Part- 1. Technical description, specifications, functioning of various
sysems.

(@b)  Part—Il. Inspection/Maintenancetasks, repair procedures, materias
used, fault diagnosisand use of Special Maintenance Tools(SMTs) /Special
Test Equipment (STES).

(ac)  Part=Ill. Procedure assembly/disassembly, repair up to component
level safety precautions.

(ad) Pat=IV.Partliswithdrawingreferenceandlist of SMTS/STESTest
Bench.

Manufacturers Recommended List of Spares (MRLS) with schematic

references and part numbers for al the items.

V)
(vi)
(vii)

[llustrated Spare Part List (ISPL).
Technical Manua on SMT/STE with drawing reference.
Complete Equipment (TOTE) & carried spares.

(b One set of Gauges.
(©) One set of complete SMTS/STES/TJs and Test set up.
(d) Servicing Scheduleand condemnation limits.

(e Permissive Repair Schedule for repairs possible at various levels with available

infrastructure.

® Packing specification/ ingtructions.
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(9 Any additiona information suggested by the OEM such asinfrastructure/facilities/
BUY ER furnished itemsfor use and maintenance/repair of equipment.

2. The vendor technical representative shall be present during complete duration of MET. On
completionof MET, the SELLER cantakeback all theitemsproduced for eval uation and maintenance
traning.
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Annexure-X
LETTEROFCREDIT
Formof DocCredit  (40A) . lrrecovablerevocablerevolving/confirming.
Doc Credit Number  (20)
Expiry (31D) . Date: 12 monthsafter issuance of
Documentary credit.
Applicant bank (51) : -- -- -- -- --
Beneficiary (59) Do -- -- -
Amount (32B) . Currency
Amount
Max CreditAmount  (39B) : NoExceeding
Avallable with/By  (41) . By payment.
Partial Shipments (43P) : Allowed/Not Allowed.
Transhipment (43T7) : Not allowed/alowed.
Loadingin Charge (44A) :
(Port of Loading).
For Transport to (44B)
(Port of Discharge).
Shipment Period (44D) s -- -- -- --
Descript of Goods  (45A) R -- -- -
Documents Required (46A) :+ Signed commercial invoice in Six copies.

+ Two copies of original clean on board bills of lading made out to order and endorsed in blank,
showing applicant as notify party and marked: Freight payable at destination.

+ Packing list in six copies.

+ Certificateor originissued by achamber of commerce.

+ L ot acceptance certificate S gned by the seller’sand the Buyer’ squality assurance representativesor
aternatively thesdller’ squality assurancerepresentative and armscor.

Additiond Condition  (46A) : + Telegraphic reimbursement isallowed.
+ This credit will automatically revolve cumulatively on an annual basis as indicated below,
andwill accordingly be automatically extended upon transmiss on of anoticeto thiseffect by meansof
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an authenticated tel ex/swift messagefrom the beneficiary’ sbank to theissuing bank not |ater than 15
daysprior totheexpiry of therelevant validity period.

Stage Amount Vdidity Period

+ Maximum utilization under thecredit will be

+ Confirmation chargesfor theletter of credit arefor the beneficiariesaccount.

+L ate Shipment isacceptable.

Detallsof Charges
Presentation Period
Confirmation
Reimbursing Bank
Ingtructions

Advisethrough
Sendto Recd Info

(71B)
(48)
(49)
(53)

(78)

(57)
(72)

All chargesoutside Indiaarefor beneficiary account.
Within 21 days after shipment date.
Confirm.

+ Documents must beforwarded to usby courierin
one lot.

+ We hereby engage that payments made under and in
compliance with all the terms and

conditions of thiscredit will be duly honoured by us upon
presentation of the stipul ated documents.

+ Paying bank may claim reimbursement telegraphically from
thereimbursing bank for value 3 daysafter their authenticated
telex/swift adviceto theissuing bank of any conform drawing
presented under thiscredit.
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24,
25.
26.

ABBREVIATIONS

Abbreviation Full Form
AAP Annud AcquistionPlan
AM Acquisition Manager
Acq Acquidtion
Addl FA Additiona Financia Advisor
AlIP Approva InPrinciple
AMC Annua Maintenance Contract
AGM Annud General Meeting
AS Additiona Secretary
AON Acceptance of Necessity
ATP Acceptance Test Procedure
BFE BUY ER Furnished Equipment
BG Bank Guarantee
BC Bank Commission
CFA Competent Financid Authority
CAE Computer Aided Engineering
CAM Computer Aided Machining
CSsT Comparative Statement
CNC Contracts Negotiation Committee
CKD Complete Knocked Down
CIR Cargo Integration Review
CCS Cabinet Committee on Security
CMD Chairman & Managing Director
CWP&A Controller of Warship Production
andAcquidtion
CIF Cost Insurance and Freight
COD Central Ordinance Depot

CTOoT Complete Transfer of Technology



35.
36.
37.
38.

39.

40.

41.

& R &8

46.
47,
48,
49,
50.
51.
52.
53.

o

Abbreviation

CDA
CFR
CIP
CPT
COTS
DPP
DRDO

DPSU
DPB
DAC

DGQA

DGAQA

DDP&S

DGS&D
Dir
DCF
DD
DoD
DG
ESP
EMI
EMC
EIC
ERV
EFC
FOB
FM

Full Form

Controller of DefenceAccount
Cost and Freight
Carriageand Insurance Paid to

CarriagePaidto
Commercia Off The Shdlf
Defence Procurement Procedure

Defence Research and Devel opment
Organisation

Defence Public Sector Unit

Defence Procurement Board

Defence Acquisition Council

Director General of Quality Assurance

Director General of Aeronautical
Quality Assurance

Department of Defence Production
& Supplies

Director Genera of Supply and Disposal

Director

Discounted Cash Flow
Demand Draft

Department of Defence
Director Generdl

Engineering Support Package
Electro Magnetic Interference
Electro Magnetic Compatibility
Equipment Induction Cell
ExchangeRate Variation
Expenditure Finance Committee
Freeon Board

Financid Manager



(@)

Abbreviation

Fn
FPGA
FMECA
GSQR
IDS
IM
IGA
ISPL
IP
IPL
JSOR
JRI
LTPP
L1
LOI
LRU
MET
MTBF
MTBO
MTBUR
MTTR
MoD
MF
Mil
MRLS
NPV
NHQ
OFB
OF
OEM
oM

Full Form

Finance

Field Programmable GateArray
FalureMode, Effect and Criticality Analysis
Genera Staff Qualitative Requirement
Integrated Defence Staff

Indigenoudy Manufactured

Inter Governmenta Agreement
Illustrated Spare Part List

Intellectual Property

Itemized PriceList

Joint Service Qudlitative Requirement
Joint Receipt I nspection

Long Term Perspective Plan

Lowest Bidder

L etter of Intent

Line Replaceable Unit

Maintainability Evauation Trid
Mean Time Between Failure
Minimum TimeBefore Overhaull
Mean Time Between Unit Replacement
Mean TimeTo Repair

Ministry of Defence

ManFile

Military

Manufacturer Recommended List of Spares
Net Present Vaue

Nava Headquarters

Ordnance Factory Board

Ordnance Factory

Origind Equipment Manufacturer
OfficeMemorandum



v

Ser No Abbreviation Full Form
85. o I,D Level Operator, Intermediate, Depot Level
86. PA Production Agency
87. Proc Procurement
88. PSO Principa Staff Officer
89. PROM Programmable Read Only Memory
0. PSR Preiminary Staff Requirements
91. POL Petroleum, Oil and L ubricant
92. QA Quality Assurance
93. PBG Performance Bank Guarantee
94. PDI Pre Dispatch Inspection
95. PCB Printed Circuit Board
96. PIB Public Investment Board
97. RF Request for Information
98. RFP Request for Proposa
99. RM RakshaMantri
100. SCAP ServicesCapitd AcquisitionPlan
101. SOR ServicesQuadlitative Requirement
102. SKD Semi Knocked Down
103. SOP Standard Operating Procedure
104. SMT Specid Maintenance Tool
105. STE Specid Test Equipment
106. R Short Refit
107. SBI State Bank of India
108. SHQ ServiceHeadquarters
1009. SMD StorageModule Device
110. SRAM SidewaysRandomAccessMemory
111 SS Specia Secretary
112. SRU Shop Replaceable Unit
113. ToT Trandfer of Technology
114. TCA Technical CollaborationAgreement

115. ™ Technical Manager



&

116.
117.
118.
119.
120.
121.
122.
123.
124,

Abbreviation

TEC
TOOC
TNC
TOTE
uw
usD
WWR
WLR
WE

\'

Full Form

Technica Evauation Committee
Technica Offer Opening Committee
Technica NegotiationsCommittee
Tableof Toolsand Equipment
Under Water

United States Dollars

War Wastage Reserve

Wesapon L ocating Radar

War Establishment
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