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FOREWORD

The Defence Acquisition Procedure (DAP) derives its ethos and spirit
from the clarion call of an ‘Atmanirbhar Bharat’ and ‘Make in
India’ which define India’s growth story and the dream to become a
“USD 5 trillion economy by 2024. Defence is a key sector that will
help achieving these objectives. Defence manufacturing is unique
and complex due to fast changing cutting-edge technologies. It
demands major impetus in Research and Development, creation of
intellectual capital as well as augmentation of defence production
facilities within the country. A smooth, efficient and well defined
acquisition procedure is the pre requisite for giving an impetus to
Defence manufacturing in India. -

The DAP introduces a slew of conceptual, structural and procedural
reforms in the acquisition procedure to create a climate in which the
industry can thrive while meeting the security and operational needs
of the Services. The focus of DAP lies in ensuring that contemporary
technology based equipment is made available to the Services in a
time bound manner, to further expedite the modernisation of the
Armed Forces.

India has a huge defence industrial base of Defence Public Sector
Undertakings, Ordnance Factories and dedicated establishments
under the umbrella of the Defence Research and Development
Organisation augmented by a thriving private sector. The increase in
the Foreign Direct Investment sectoral limits to 74% becomes a
catalyst for the foreign players to develop India as international
manufacturing hub. The DAP accordingly focuses on ‘Ease of Doing
Business® to encourage Foreign Manufacturers to setup
manufacturing entities in the defence industrial corridors
established in the country and elsewhere.

The DAP also focuses on ‘Self Reliance’ wherein indigenisation and
innovation is enabled through processes of ‘Make’, ‘Design &
Development’ and ‘Strategic Partnership’. Import substitution
has been facilitated through various schemes with an aim to reduce
Life Cycle Costs and build a robust eco system based on domestic
MSMEs.
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I take this opportunity to reassure all stakeholders in the Defence
Sector that this Government is open to new ideas and is committed
to fully harnessing the energies, entrepreneurship spirit and
“enterprise of one and all in the area of defence. We are determined to
further our vision and purposeful implementation in the same spirit
and energy, as was evident in the DEFEXPO 2020 at Lucknow, in all
our future endeavours.

I sincerely hope that the DAP 2020 energises Defence Acquisition

and ensures achievement of our collective aspirations of a capable
and ‘Atmanirbhar Bharat’.

| W~
New Delhi

3MSept, 2020 (Rajnath Singh)
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PREAMBLE TO THE DEFENCE ACQUISITION PROCEDURE

1. Defence Acquisition Procedure is based on the concept of “Womb to “Tomb” and has
certain unique aspects such as supplier constraints, technological complexity, foreign suppliers,
high cost, foreign exchange implications and geo-political ramifications, and therefore is not a
standard open market commercial form of procurement. While maintaining highest standards of
transparency, probity and public accountability, a balance between competing requirements such
as expeditious procurement, high quality standards and appropriate costs needs to be established.
As a result, decision making pertaining to defence acquisition remains distinctive and complex.

2. Atmanirbhar Bharat Abhiyan clarion call given by the Hon’ble Prime Minister, further
accentuated by Policy Reforms in the Defence Sector as part of Phase IV ‘“New Horizons of
Growth’ are focussed towards enhancing self reliance in defence production, indigenisation of
spares, overhauling of Trial and Testing procedures based on realistic Services Qualitative
Requirements and requisite monitoring by Project Management Unit (PMU) for time bound
procurement. There is a need to institute enabling provisions for utilisation and consolidation of
design, development and manufacturing infrastructure available in the country. A need has also
been felt, for identifying strategic partners for promoting defence production in the private
sector. The visionary FDI policy statement of enhancing FDI through automatic route from 49%
to 74% in defence will enable in making ‘Manufacture in India’ a lucrative option for foreign
equipment manufacturers.

3. DAP 2020 focuses on simplifying the Defence acquisition procedure and
institutionalising monitoring mechanism with concurrent actions using digital technologies &
data base for selection of best equipment in a transparent and competitive manner giving
adequate opportunities to capable vendors. Make in India initiative of the Government of India
focuses on increasing participation of Indian Vendors including MSMEs, and therefore “Make”
procedure has been further refined in DAP 2020 to make it more objective and time bound with
focus on Indian industry especially MSMEs. Cutting down permissible timeframes for various
activities and institutionalising robust mechanisms to monitor for probity at various stages of the
acquisition process are the attributes of this DAP.

4, While the Defence Acquisition involves long gestation periods, where as the needs of the

Armed Forces being non negotiable, flexibility in the procedure has been provisioned for, to

ensure timely availability of important equipment. Thus, the DAP favours swift decision making,
provides for suitable timelines and delegates powers to the appropriate authorities to ensure an
efficient and effective implementation of the acquisition process, by all stakeholders concerned.

5. DAP 2020, a product of extensive analysis, deliberations, interactions and focused
formulations, aims to further ‘Self Reliance’ of the country in the defence sector and implement
‘Ease of Doing Business’ with emphasis on Simplification, Delegation, Reduced Timelines and
making the process as Industry friendly as possible. Separate chapters have been formulated to
incorporate specialised acquisition through the DRDO/OFB/DPSUs, procurements related to
Information and Communication Technology Systems, enable Leasing of equipment as also
address issues related to Post Contract Management.
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CHAPTER 1

ACQUISITION CATEGORIES, ACQUISITION PLANNING
AND INDIGENOUS CONTENT

1. Aim. The aim of the Defence Acquisition Procedure (DAP), erstwhile Defence
Procurement Procedure (DPP), is to ensure timely acquisition of military equipment, systems
and platforms as required by the Armed Forces in terms of performance, capabilities and
quality standards, through optimum utilisation of allocated budgetary resources. While
enabling the same, DAP will provide for the highest degree of probity, public accountability,
transparency, fair competition and level-playing field. In addition, self-reliance in defence
equipment production and acquisition will be steadfastly pursued as a focus of the DAP with
an ultimate aim to develop India as a global defence manufacturing hub.

2. Scope.

(a) The DAP will cover all Capital Acquisitions other than Works and Land
undertaken by the Ministry of Defence (MoD) and Service Headquarters (SHQ) both
from indigenous sources and ex-import, except for medical equipment. SHQ for the
purpose of DAP would include HQ Integrated Defence Staff, Integrated HQ of the
MoD (Army), Integrated HQ of the MoD (Navy), Integrated HQ of the MoD (Air
Force) and the Indian Coast Guard. Defence Research and Development Organisation
(DRDO), Ordnance Factory Board (OFB) and Defence Public Sector Undertakings
(DPSUs) will, however, continue to follow their own procurement procedure.

(b) In the event of enactment of new legislation or change or amendment or
enforcement of any Act or Law or Policy, rules or regulations or guidelines of MoD
or Government of India or body such as Chief Vigilance Commission (CVC), which
becomes effective after the date of last amendment to this DAP, the same will
automatically be deemed as replacement to the one referred to in this DAP.

Capital Acquisitions

3. Definition.  Acquisition of goods and services which are booked under the Capital
Budget Head will follow the procedure as laid down in the DAP and will be termed as
‘Capital Acquisitions’. However, if the SHQ wishes to procure goods and services from the
Capital Budget through any other procedure, specific approval of the Defence Acquisition
Council (DAC) may be obtained for each such case.

4. Capital Acquisition schemes are broadly classified as, ‘Buy’, ‘Buy and Make’,
‘Leasing’, ‘Make’, ‘Design and Development (D & D)’ and Strategic Partnership Model
(SPM). Other Capital Procurement Procedure (OCPP) may be followed for overhaul,
major refits, upgrades and replacement of items of Capital nature. Under the ‘Buy’
scheme procurements are categorised as ‘Buy (Indian - IDDM)’, ‘Buy (Indian)’, and ‘Buy
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(Global)’. Under the ‘Buy and Make’ scheme, the procurements are categorised as ‘Buy and
Make (Indian)’ and Buy (Global - Manufacture in India).

5. Priority of Categorisation. Acquisition of defence equipment under this procedure will
be based on the above-mentioned categories. The categories, except Make, Leasing, D & D and
SPM, have been prioritised based on their relative importance towards indigenisation. However,
there is no embargo on a vendor qualifying in a higher category to participate in the lower
category in case all requirements of the lower category are met. In decreasing order of priority, the
priority of categories will be as follows: -

@) Buy (Indian — Indigenously Designed Developed and Manufactured) i.e. Buy
(Indian-IDDM).

(b) Buy (Indian).
(c) Buy and Make (Indian).
(d) Buy (Global - Manufacture in India).
(e) Buy (Global).
6. Weapons/Platforms Banned for Import.  With a view to promote domestic and

indigenous industry as also align the DAP with the reforms enunciated in the ‘Atmanirbhar
Bharat Abhiyan’, the MoD has notified a list of weapons/platforms banned for import, as
updated from time to time on the MoD website and guidelines thereon, and SHQ will ensure that
no weapon/platform figuring on the list is procured ex import. These equipment may, therefore,
be procured under the Buy (Indian - IDDM), Buy (Indian), Buy and Make (Indian) (only if Buy
quantities are zero) and Buy (Global - Manufacture in India) (only if Buy quantities are zero)
categories of acquisition.

6A. All stakeholders may take an in principle call that there will be no import of Defence
Equipment going forward. However, if capability for the same does not exist presently, then, an
SoC for alternate product development/procurement will be processed for approval. Further, in
those cases where indigenous development/production is not feasible, a categorical exception will
have to be obtained from DAC. Any import of defence equipment / platform, irrespective of the
value, will require the explicit approval of DAC. This will apply to all categories of procurement
including Fast Track Procedure and also for Buyer Nominated Equipment.

6B. Any import under Emergency Procurement, irrespective of the value, will also require
explicit approval of DAC. However, in such cases, the requirement of SoC for alternate product
development/procurement from indigenous sources may be dispensed with.

6C. For Other Capital Procurement Procedure (OCPP) cases involving import of equipment/ sub
systems, irrespective of the value, approval of RM will be obtained through MoD (Acquisition).

7. In addition to the above listed categorisation, the Make, D & D and SPM
categorisations aim at developing long-term indigenous defence capabilities. Depending upon
factors such as Indian industry’s capability, access to technology, time frame required and
available for development, the Make and D & D category of acquisition would be pursued
in isolation, in sequence or in tandem with any of the five categories under ‘Buy’ or ‘Buy and
Make’ classifications, with a separate heading under Defence Capital Acquisition Plan (DCAP)
and Annual Acquisition Plan (AAP).

Definition of Acquisition Categories
8. Buy (Indian-IDDM). ‘Buy (Indian-IDDM)’ category refers to the acquisition of
products from an Indian vendor that have been indigenously designed, developed and

manufactured with a minimum of 50% Indigenous Content (IC) on cost basis of the base
contract price i.e. total contract price less taxes and duties.

* Amendment issued vide MoD ID No 1(18)/D(Acq)/21 dated 13.04.2022.



(a) The Request For Information (RFI), incorporating questions to confirm that
the equipment has been indigenously designed and developed, shall be formulated by
SHQ, in consultation with DRDO and/or other experts from IIT/IISc and other
Government agencies. Post receipts of responses from interested vendors, a
Committee convened by SHQ shall examine the responses received from vendors and
recommend categorisation as ‘Buy (Indian — IDDM). The Committee shall also
recommend documentation and other requirements which the vendor shall have to
submit with their technical bids.

(b) These documents and other requirements to be produced by the vendor along
with the technical bid shall be specified in the Request For Proposal (RFP) and shall be
scrutinised at the Technical Evaluation Committee (TEC) stage. Vendors should also
furnish an undertaking (format attached at Appendix A) for their claim to indigenous
design. The TEC may include a DRDO representative/ other experts from IIT/IISc
and other Government agencies to verify vendor claims of indigenous design only.
However, on a case to case basis, TEC may carry out on site verification to ascertain
any aspect of the vendor’s claims on indigenous design and development.

9. Buy (Indian). ‘Buy (Indian)’ category refers to the acquisition of products from an
Indian vendor which may not have been designed and developed indigenously, having 60%
IC on cost basis of the base contract price. Vendors eligible in ‘Buy (Indian-IDDM)’ category
will also be permitted to participate in this category with indigenous design and a minimum
of 50% IC on cost basis of the base contract price.

10. Buy and Make (Indian). ‘Buy & Make (Indian)’ category refers to an initial
acquisition of equipment in Fully Formed (FF) state in quantities as considered necessary,
from Indian vendor(s) engaged in a tie-up with a foreign Original Equipment Manufacturer
(OEM), followed by indigenous production in a phased manner involving Transfer of
Technology (ToT) of critical technologies as per specified range, depth and scope from the
foreign OEM. Under this category of acquisition, a minimum of 50% IC is required on cost
basis of the Make portion of the contract less taxes and duties. Acquisition under this

category can also be carried out without any initial procurement of equipment in FF state.

11. Buy (Global - Manufacture in India). Buy (Global - Manufacture in India)
category refers to an outright purchase of equipment from foreign vendors, in quantities as
considered necessary, followed by indigenous manufacture of the entire/part of the
equipment and spares/assemblies/sub-assemblies/Maintenance along with Repair and
Overhaul (MRO) facility (only in cases these are part of the main contract) for the
equipment, through its subsidiary in India/through a Joint Venture/through an Indian

Production Agency (PA) (with ToT of critical technologies as per specified range, depth and
scope to the Indian PA), meeting a minimum of 50% IC on cost basis of the Base Contract
Price. Indian vendors will be permitted to participate in Buy (Global - Manufacture in India).
Acquisition under this category can also be carried out without any initial procurement of



equipment in FF state. All payments for the ‘Manufactured’ portion will be paid to the vendor
in Indian Rupees as per contract provisions.

12.  Buy (Global). ‘Buy (Global)’ category refers to outright purchase of equipment

from foreign or Indian vendors. In case of procurement through foreign vendors,
Government to Government (G2G) route/Inter Government Agreement (IGA) may also be
adopted, for equipment meeting strategic/long term requirements. An Indian Vendor
participating in this category would be required to meet minimum 30% IC, failing which
such vendor would be required to discharge offsets as applicable in the case. Foreign vendors
will need to discharge offsets in all Buy (Global) cases with Acceptance of Necessity (AoN)
cost of T 2000 crores or more, other than all ab-initio Single Vendor Cases, including
procurements based on IGA/FMS.

13.  Participation in Lower Category. Vendors eligible for participating in a higher
category will be permitted to participate in the lower category, provided they meet the

requirements for the same.

14. Applicability of Offsets. The Offsets clause would be applicable for Buy
(Global) categories of procurement where the estimated AoN cost is ¥ 2000 crores or more.
An Indian Vendor participating in the Buy (Global) category would be required to meet
minimum 30% IC, failing which such vendor would be required to discharge offsets as
applicable in the case. In certain cases, the DAC may consider partial or full waiver of the
Offsets clause. In case of a waiver for a particular acquisition case, eligible/selected Indian
vendors need not be exempted from the corresponding IC stipulations. No offsets will be

applicable in all ab-initio Single Vendor Cases, including procurements based on IGA/FMS.

15. Make and Innovation. Acquisitions covered under the Make and Innovation
including Innovation in Defence Excellence (iDEX) and Technology Development Fund
(TDF) categories refer to equipment/system/sub-system/assembly/sub-assembly, major
components, or upgrades thereof, to be designed, developed and manufactured by an Indian
vendor/processed by the Services through their internal organisations, such as Base
Workshop/Dockyards/ Base Repair Depots etc. with or without participation of Private

industry, as per procedure and norms in Chapter III.

16. Design and Development (D & D). Design and Development (D & D)
cases progressed by DRDO/DPSUs/OFB for acquisitions of equipment/system/sub-
system/assembly/sub-assembly, major components, or upgrades thereof, to be designed,

developed and manufactured by an Indian vendor, will be as per procedure and norms in
Chapter IV of this DAP.

17. Strategic Partnership Model (SPM). Acquisitions under the  Strategic
Partnership model refer to participation of private Indian firms along with foreign OEM in
‘Make in India’ in defence and play the role of a System Integrator by building an extensive
eco-system comprising development partners, specialised vendors and suppliers, in




particular, those from the MSME sector. Strategic Partnerships will seek to enhance
indigenous defence manufacturing capabilities through the private sector over and above the
existing production base. Detailed norms and procedures of the same are as given in Chapter
VII of this DAP.

18.  Leasing. Leasing has been introduced as another category for acquisition in
addition to the existing ‘Buy’ and ‘Make’ acquisition categories as it provides for an
innovative technique for financing of equipment/platforms. Leasing provides means to
possess and operate the asset without owning the asset and is useful to substitute huge initial
capital outlays with periodical rental payments. Leasing would be permitted in two sub
categories i.e. Lease (Indian), where Lessor is an Indian entity and is the owner of the asset,
and Lease (Global).The procedure for Leasing will be as laid down in Chapter IX of the
DAP.

19. Other Capital Procurement Procedure (OCPP). Overhaul, major refits,

upgrades and replacement of items of Capital nature , will be procured following a
simplified procedure as laid down in Chapter X of this DAP.

20. Definition of Indian Vendor. Unless  specifically provided for in a
clause/section/chapter or elsewhere of the DAP, an Indian Vendor by whatever nomenclature
when referred to means - for defence products requiring industrial license, an Indian entity,
which could include incorporation/ownership models as per Companies Act, Partnership
Firm, Proprietorship and other types of ownership models including Societies as per relevant
laws, complying with, besides other regulations in force, and the guidelines/licensing

requirements stipulated by the Department for Promotion of Industry and Internal Trade
(DPIIT) as applicable. For defence products not requiring industrial license, an Indian entity
registered under the relevant Indian laws and complying with all regulations in force
applicable to that industry will be classified as an Indian Vendor. The following two
additional conditions will apply to the definition for Buy(Indian-IDDM), Make I, Make 11,
Development cum Production Partner (DcPP) in D & D acquisitions through
DRDO/DPSUs/OFB and SP Model categories:-

(a) Ownership by Resident Indian Citizen(s). Further, a company is considered
as ‘Owned’ by resident Indian citizens if more than fifty percent (50%) of the capital
in it is directly or beneficially owned by resident Indian citizens and / or Indian
companies, which are ultimately owned and controlled by resident Indian citizens.
This implies that the maximum permitted Foreign Direct Investment (FDI) shall be
forty nine percent (49%). No pyramiding of FDI in Indian holding companies or in
Indian entities subscribing to shares or securities of the Applicant Company or the
Strategic Partner shall be permitted. Indirect foreign investment shall be accounted

for in counting the forty-nine percent (49%) FDIL.

(b) Control by Resident Indian_Citizens(s) (As defined in Companies Act
2013). ‘Control’ shall include the right to appoint majority of the directors or to




control the management or policy decisions including by virtue of their shareholding
or management rights or shareholders agreements or voting agreements.

21. Indigenous Content (IC). For IC referred to in Paragraphs 8-12(Chapter I) and
stipulated in the RFP for Strategic Partnership model cases, the vendor will ensure
compliance as detailed in Appendix B to Chapter I. The category wise (less Strategic
Partnership model cases) summary of IC as per cost of the Base Contract Price (i.e. Total
Contract Price less taxes and duties) will be as under: -

Ser Category IC
(a) | Buy (Indian-IDDM) Indigenous design and > 50%

In case of indigenous design > 50%,

(b) | Buy (Indian) otherwise> 60%

(c) | Buy and Make (Indian) > 50% of the ‘Make’ portion

(d) Buy (Global -
Manufacture in India)

> 50%

Foreign Vendor — Nil

(¢) | Buy (Global) Indian Vendor > 30%

22. In case where niche technology-based equipment, like in aerospace, with no or
miniscule availability of desired material in the country, the SHQ may recommend lower IC
than that stipulated in the category. In cases, if IC becomes less than 30% of the base contract
price, discharge of Offsets will be applicable. The AoN according authority may approve
higher or lower threshold of IC than that stipulated for various categories. Detailed
justification for the same should be submitted while seeking AoN. In cases involving BNE,
the cost of the BNE will be excluded from the base contract price for the purpose of
calculating IC.

23. Upgrades/Life Extension. Cases involving upgrade to ‘in service’ weapon systems

/equipment/assemblies/sub-assemblies/sub-systems and life extension of ‘in service’ weapon
systems/equipment will also be covered by this procedure. Categorisation of the proposal
may be carried out depending on scope, availability of indigenous technology and need for
seeking critical technologies from foreign vendors.

Acquisition Planning Process

24, To address the current and futuristic security needs, the Services will need to engage
in capability development in a prioritised manner based on long term perspective plan from
which should flow procurements planned for modernisation of the Services based on Capital
Acquisition Plans. Proposals for acquisition of capital assets will cover the long-term,
medium-term and short-term perspectives as under: -



25.

(a) 10 years Integrated Capability Development Plan (ICDP).
(b) Five years Defence Capital Acquisition Plan (DCAP).
(©) Two years Annual Acquisition Plan (AAP).

Planning Process. The planning process would evolve from the National Security

Strategy/Guidelines (as and when promulgated) and Raksha Mantri’s Operational Directive. The
following planning process would be adopted to address the current and future needs of the
Services: -

(a) HQ IDS will prepare a 10-year ICDP in consultation with the SHQ, every (five
years), comprising of two five-year plans. This will be prepared, along with a
Technology Perspective and Capability Roadmap (TPCR) reflecting the details of
technologies and capabilities that could be made public for use by the industry. The
ICDP will be approved by the Defence Acquisition Council (DAC) prior to
promulgation. ICDP would be translated into appropriate problem definition
statements and R&D establishment and industry would be given time and resources
to enable transition from technology development for testing, trials and production to
take place. This would help set the requirements clearly and help in deriving the
system specifications so that grant of AoN for major systems included in the ICDP,
take note of the lead times needed to develop, test, evaluate and productionise the
systems required.

(b) HQ IDS will thereafter prepare the DCAP based on recommendations of SHQ,
which will include acquisitions planned for the next five years culled out from the
ICDP, based on prioritised operational requirements. The DCAP will be approved by
the DAC prior to promulgation. The ICG Capital Acquisition Plan will be processed
separately by HQ ICG along with the DCAP for approval of DAC.

(©) Based on the DCAP, each SHQ shall prepare a two-year roll-on acquisition
plan, to be called Annual Acquisition Plan (AAP), before the commencement of each
financial year, which shall form the basis for initiation of every acquisition proposal
for AoN. The draft AAP will be submitted by the SHQ to HQ IDS by 31st of
December each year, after obtaining comments of the concerned Joint Secretary &
Acquisition Managers (JS & AMs), Additional Director Generals (ADGs) Acquisition
Technical and Finance Managers (FMs) of the MoD (Acquisition).

(d) A consolidated AAP will be prepared by HQ IDS along with prioritisation of
schemes based on the overall financial limits linked to the anticipated budget (limits
being fixed in consultation with MoD (Fin)). HQ IDS will obtain approval of the AAP
from Defence Procurement Board (DPB) latest by 15th of March. Approval of DPB
of AAP in respect of Indian Coast Guard (ICG) will be processed by HQ ICG after
due prioritisation.



Annual Acquisition Plan (AAP)

26.  The AAP will comprise of four sections; Part A will contain a list of all carry-over
acquisition proposals from the previous year and those for which AoN has been accorded
during the year, Part B will include acquisition proposals likely to be initiated for AoN in the
forthcoming year, Part C will list out cases under the ‘Make’ and ‘Design & Development’
category and Part D will list out amount earmarked/ quoted for procurement under OCPP.

27. Acquisition proposals not included in the AAP may also be initiated by SHQ on
account of unforeseen circumstances and will be included in the relevant section of the AAP
after grant of AoN. However, AoN for such cases being processed within the overall budget
estimates as prescribed for AAP. The AAP will be accordingly revised and brought up for
approval of the DPB as per next scheduled revision.

28. The DPB may also carry out amendments to the AAP, if considered necessary, on
account of national security requirements, operational urgencies and budgetary provisions or
any other exigency based on recommendations made by SHQ/HQ IDS/Department of
Military Affairs (DMA)/MoD (Finance)/Department of Defence (DoD).

29. Miscellaneous Issues.

(a) Independent External Monitors IEMs). Complaints arising at any stage
of the acquisition process could be examined by a panel of nominated IEMs based on
referral by the MoD (Acquisition)/any other Department of the MoD or suo-moto
complaints by the vendors/any other agency. The details of the IEMs will be intimated
in the RFP. The IEMs would submit their report to the Defence Secretary for decision.
The IEMs will have the following role and duties: -

(1) For ensuring the desired transparency and objectivity in dealing with
the complaints arising out of any tendering process, the matter should be
examined by the full panel of IEMs jointly as far as possible, who would look
into the records, conduct an investigation and submit their joint
recommendations to the MoD (Acquisition).

(i1) IEMs should examine the process integrity; they are not expected to
concern themselves with fixing of responsibility of officers. Complaints
alleging malafide on the part of any officer of the organisation should be
looked into by the CVO of the concerned organisation.

(ii1))  The role of IEMs being advisory, would not be legally binding and be
restricted to advising on issues raised by an intending bidder regarding any
aspect of the tender which allegedly restricts competition or bias towards some
bidders.



(b) Subject Matter Experts (SMEs). SMEs from the fields of academia, legal,
finance or industry associations may be approached at various stages of the
acquisition cycle. Details of all such interactions will be highlighted in the respective
minutes/reports as applicable at that particular stage of acquisition.

(©) Institutionalised Training of Personnel. In order to increase efficiency of

all entities involved in the acquisition cycle, personnel of SHQ and various
departments of MoD, including MoD(Finance) associated with the acquisition process
will be imparted training with regards to the nuances of all acquisition processes at
training institutions in the country and abroad. Subsequently, formalised training on
the subject will be planned as part of the curriculum of Indian National Defence
University (INDU). Industry associations should also conduct training of their
personnel on the nuances of the Acquisition process and the DAP from time to time.

(d) Incorporation of Artificial Intelligence (Al). Al is a rapidly growing
field of technology with potentially significant implications for national security. HQ
IDS will examine the possibility of inclusion of Al in various platforms/systems and
apprise the SHQ of the same from time to time.

(e) Military Materials. Indigenous availability of high-end Military Materials
and Special Alloys is an important facet of self-reliance in defence sector. Guidelines
for promotion of use of materials already available in the country and development/
manufacture of materials for future needs are as follows: -

(1) Ongoing Projects. In order to promote the use of Military

Materials known to be available in the country, acquisition projects, other than
‘Buy Global’ projects, for platforms and major equipment, with substantial
material component may be examined by SHQ at RFI stage, to ascertain the
feasibility of using and rewarding use of indigenous materials. In case of ‘Buy
and Make (Indian)’ category, if the material is not being manufactured in the
country, ToT for manufacture of materials may be sought.

(11) Development for Future Needs. As an ongoing process to
achieve phased development/ manufacture of materials within the country for
use in future projects, DPSU/ PSU platform manufacturers, R&D
establishments and SHQ are to carry out environment scan and identify
various materials that can be developed in the country by various methods
including, but not limited to the following: -

(aa) Phased development of materials by platform manufacturers
and R&D establishments through own resources or Indian Industry.
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(ab)  Inclusion of ToT for manufacture and validation of materials in
licensed manufacture projects by Production Agencies (PAs) or
suitable Indian Material Manufacturers.

(ac)  Seeking and prioritising/ promoting ToTs for military materials
against Offsets through Indian industry.

(ad) Taking up Make or Technology Development Fund (TDF)
projects for development of materials.

(ii1))  Development For Future Needs of Indian Material Manufacturers.
Indian Material Manufacturers can identify suitable military materials to meet
the future requirements and share the details with DPSU/PSU platform
manufacturers, Research and Development (R & D) establishments and SHQ
for factoring in their developmental plans. Further, they may take up projects
under Technology Development Fund (TDF)/iDEX for consideration by
stakeholders.

)} Indigenous Software. In order to leverage the highly developed

indigenous software expertise existing in the country, it is pertinent that maximum
equipment should function with indigenous software (certification by the Statutory
Auditor of the Bidder that the software has been developed within India) driving the
desired applications while the backend software i.e. Operating Systems continues to
be OEM defined. The RFI process should clearly identify availability of indigenous
software for running applications on the equipment/system and should be included in
Buy (Indian — IDDM) and Buy (Indian) cases mandatorily or as Enhanced
Performance Parameters (EPP).

(2) Aero-engines and Fabrication Plants (Fab). Aero engines and
Fab(facilities manufacturing silicon wafers) manufacture need to be taken up as
projects of National importance. Aero engines and Fab manufactured in India will
mandatorily be procured for applicable defence equipment as Buyer’s Nominated

Equipment (BNE)/ sub-assemblies. These procurements will not be considered as
Single Vendor Cases (SVC).

Project Management Unit (PMU)

30.  As part of the Defence Reforms announced in the Atmanirbhar Bharat Abhiyan,
setting up of a PMU has been mandated to support contract management so as to usher in
faster decision making and time bound defence acquisition process. The PMU will facilitate
obtaining advisory and consultancy support in specified areas to streamline Acquisition
process. The case for establishment of the PMU and its charter and responsibilities are being
processed separately and further details will be promulgated accordingly.
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Re-designations in MoD (Acquisition)

31. The following appointments of the MoD (Acquisition), headed by the Additional
Secretary and Director General (Acquisition), will hence forth be re-designated as under: -

Ser Current Re-designation
No Appointment £
(a) Technical Manager Additional Director General Acquisition Technical
(Land Systems) (Army)/ ADG Acq Tech (Army)
Technical Manager Additional Director General Acquisition Technical
(b) | (Maritime & (Maritime & Systems)/ ADG Acq Tech (Maritime &
Systems) Systems)
(©) Technical Manager Additional Director General Acquisition Technical
(Air) (Air)/ ADG Acq Tech (Air)
Bl?;lzltye"rfechmcal Deputy Director General Acquisition Technical
@ | CArm f/Mari oo | (Army/Maritime & Systems/Air)
Systems/Air) DDG Acq Tech (Army/Maritime & Systems/ Air)
Applicability of DAP
32.  Defence Acquisition Procedure 2020 would be in supersession of Defence

Procurement Procedure 2016 and will come into effect from 01 October 2020. This DAP
would remain in force till 30 September 2025 or till reviewed.

33. Applicability of DAP 2020 to Ongoing Cases. Applicability of provisions of

DAP to ongoing cases will be as under:-

(a)

Pre-AoN Stage (Hosting of RFI Till Circulation of SoC for External

Comments). SHQ will intimate all respondents about change in requirement of IC in
various categories. All SQRs will be classified as per new format through internal
process by SHQ without need for any specific approval from SEPCs.

(b)
RFP).

AoN Stage (SoC Circulated for External Comments Till Prior to Issue of

(1) In cases where AoN has not been granted, an addendum to the SoC, as
per provisions of DAP 2020, will be circulated by SHQ to all stakeholders and
AoN processed under DAP 2020.

(i1) In cases where SQRs have already been approved, as a onetime
measure, AoN may be taken within one year of promulgation of DAP 2020,
irrespective of time lapsed.

(ii1))  In cases, other than FTP and Emergency Powers cases, where AoN has
been accorded but RFP has not been issued, all AoNs granted under previous
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versions will automatically be deemed to be issued under provisions of DAP
2020 and suitably aligned to DAP 2020. AoN validity will automatically be
increased by three months and RFP in these cases will be issued as per DAP
2020.

(c) RFP Issued. All cases, where RFP has been issued, will be progressed as per
provisions of the earlier DPP under which the AoN has been accorded.

Note:- Waiver to any of the provisions above at Paragraphs 33 (a) to (c) may be
obtained by SHQ from DG(Acquisition) on a case to case basis.

(d) Make and D & D Cases.  All Make and D & D cases, where commercial
RFP has not been issued, will be migrated to DAP 2020 and AoN will be
automatically deemed to have been accorded under provisions of DAP 2020 and
suitably aligned.

(e) In case of clarifications with regards to clauses and provisions of the DAP as
also their applicability, the same would be examined by the MoD (Acquisition), in
consultation with MoD (Finance) and guidelines issued accordingly.

Amendments to DAP 2020. MoD (Acquisition), in consultation with MoD

(Finance), will be authorised to issue clarifications required to remove difficulties arising due
to typographical, referencing and syntax errors. The DAC will be informed of all such
clarifications carried out by the MoD (Acquisition) after one year. Any amendments to the
DAP 2020 will be approved by the DAC, post recommendations of the DPB, based on
proposals initiated by the MoD (Acquisition). All guidelines referred to in the DAP will,
however, be amended based on the approval of the guidelines according authority.

Amendments to various templates, formats, flowcharts etc. included in the DAP may be

amended by the MoD (Acquisition) as required.
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Appendix A to Chapter I
(Refers to Para 8(b) of Chapter I)

UNDERTAKING TO COMPLY WITH INDIGENOUS DESIGN

We, (“Name of Vendor”), do hereby certify, undertake and confirm that:
1. The Design of (“Named Product”), as claimed by us in
response to the RFP No dated is owned partly or wholly by us/by an

Indian entity.

2. Further, we confirm that the Design of the Named Product, as claimed by us, has not
been licensed from a foreign third party except for standard software licences such as, but not
limited to OS / Database / (Strikeout / Specify as applicable).

3. The ownership of the Design, as claimed by us, enables us to manufacture, realise,
sell, provide Through Life Support, modify and upgrade the Named Product without any
encumbrances, except as specified below: (If any form of encumbrances exist on the product
or any of its subsystems these should be elaborated here)

4. We further claim that we own the following Intellectual Property (IP) Rights in
relation to the design of the Named Product: (Specify any Patents, Registration of Designs, if
any, held by the Vendor)

5. We also undertake to permit MoD/MoD appointed Specialists Committee, to inspect/
carry out technical verification at our premises of the applicable documents, such as Design
Reports, Drawings, Specifications, Software Documents & Codes , Gerber files, etc, as may
be reasonably necessary and required to prove the above claim of ownership of the Design
of the Named Product. (Examination on site at company’s premises only. Documents, in any
form, are not be sought nor required to be submitted for examination outside the Company’s
premises)

6. Failure on our part to prove the ownership of the Design of the Named Product by
us/by an Indian entity or submission of any false undertaking or claim as indicated in the
response at any post contract stage of the intended procurement may make us liable to
forfeiture of the PWBG to the extent of any direct losses or damages suffered by the MoD as
a consequence of such false undertaking or failure to prove the ownership of the Design.
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Appendix B to Chapter I
(Refers to Para 21 of Chapter I)

INDIGENOUS CONTENT ASPECTS

Definitions

1. For the purposes of the DAP, Indigenous Content (IC) for acquisition case shall be
arrived at based on the Base Contract Price(i.e. the Total Contract Price less taxes and duties)
of that equipment/item by excluding the following elements of manufacturing/production/
assembly: -

(a) Direct costs (including Custom Duties, Freight/transportation and insurance) of all
materials, components, sub-assemblies, assemblies and products imported into India.

(b) Direct and Indirect costs of all services obtained from non-Indian entities/citizens.

(c) All license fees, royalties, technical fees and other fees/payments of this nature
paid out of India, by whatever term/phrase referred to in contracts/agreements made
by vendors/sub-vendors.

2. The format for computation of IC, ‘Indigenous Content (IC) Proforma’ by the Prime
Vendor is placed as Annexure 1 to this Appendix. The Prime Vendor i.e. the vendor with
whom the contract is signed, is required to maintain this Proforma for the purpose of any
Verification by the MoD during the tenure of the contract.

3. Further, in all cases where IC is stipulated, it shall imply that IC is required at base
contract price i.e. total contract price less taxes and duties as specified in the DAP, read in
conjunction with additional specific requirements in this regard, if any, mentioned in the
RFP. In cases involving BNE, the cost of the BNE will be excluded from the base contract
price for the purpose of calculating IC.

Reporting Requirements

4. An Indigenisation Plan for Buy (Indian-IDDM), Buy (Indian), Buy & Make (Indian)
and Buy (Global — Manufacture in India) cases will be required to be submitted by the vendor
as part of his bid to meet the requirement of IC as specified in Para 8 to 11 of Chapter I of
DAP. Considering the vast set of vendors in multiple tiers involved in production of Defence
System/Equipment/item, the requirement for reporting IC are framed such that maximum
coverage is achieved with practical & reasonable efforts for ensuring compliance. IC should
be mandatorily reported (as per Annexure 1 and 2) by the Prime Vendor and by all tier
vendors, who meet either of the under-mentioned conditions, whichever is lower: -

(a) Base Contract price of the Tier Vendor exceeds X10 crores; or
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(b) Base Contract price of the Tier Vendor is greater than 5% of the base contract
price of the Prime Vendor.

Note: For this computation, the base contract price of Tier Vendor should include the
price of all contracts of the Tier Vendor relating to the main contract of the Prime
Vendor.

5. For supplies from the balance tier suppliers and components/equipment bought
through traders, stockists and/or local agents of foreign suppliers, the foreign content shall be
aggregated in the IC Proforma by the Prime Vendor, under the head ‘Others’ at a flat
estimated rate of 90% of the total value of supplies. In case the Prime Vendor desires, he may
include import certification for suppliers covered in ‘Others’, over and above the tier
suppliers considered in paragraph 4 above.

6. All Contracts, sub-contracts, agreements and MoUs made by the Prime Vendor with
their business partners/vendors, in so far as they relate to the main contract of the Prime
Vendor, shall mandatorily incorporate the definition and reporting requirements for IC as
above. Similarly, these business partners/vendors shall sequentially incorporate these
definitions and reporting requirements with their next levels of business partners/vendors and
so on, covering lower tiers in the manufacturing/production/assembly chain, in respect of
those tier vendors who meet the conditions mentioned above.

7. The Prime Vendor should use the inputs received from all applicable Tier Vendors as
per Paragraph 4 and 5 above, to compute IC as per Annexure I and II.

Computation of 1C

8. The Foreign Content (FC) for the Prime Vendors is included in every contract along
with break-up for each currency. Further, the FC is also monitored while the vendor seeks
adjustments for Foreign Exchange Rate Variation (FERV) from the Ministry of Defence
(MoD) as well as at the stage of filing for GST. The final aggregation of FC and thus the
Computation of IC, shall be undertaken by the Prime Vendor, with whom the contract is
signed by the MoD/SHQ, as per Annexure -1 to this Appendix. This will be based on
certifications and inputs received by the Prime Vendor from its’ lower Tier Vendors
applicable as per paragraph 4 above, as well as on the basis of Prime Vendor’s own
acquisition actions and manufacturing activities undertaken.

Payments

9. In Buy (Global — Manufacture in India) cases, all payments for the Manufactured
portion will be paid to the vendor in Indian Rupees as per contract provisions.
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Verification

10. The MoD can exercise its right to conduct verification with reasonable notice of
relevant certifications and costs pertaining to imports for the Contract at all or any stages
(tiers) of manufacturing/production/assembly, starting from the Prime Vendor downwards.
The Verification could be conducted by the MoD itself and/or by an
agency/institution/officer(s) nominated by the MoD, as may be decided by the MoD during
the tenure of the Contract and completed within one year of the last delivery under the
contract. However, financial records will only need to be maintained for duration as
stipulated by the existing Income Tax regulations at the time of signing of contract.
Verification of IC will mandatorily be carried out in case where incentivisation/reward for
higher IC is to be granted and in all Make cases above X 500 crores.

Certification

11. All relevant deliveries made under contract shall be accompanied by a certificate of
IC issued by the ‘Responsible Designated Official’ i.e. the Contract Signing Authority,
Authorised Signatory etc., of the Prime Vendor and certified by the Statutory Auditor or Cost
Auditor of the Company (in case of companies) or by a practising Cost Accountant or
praticising Chartered Accountant (in respect of suppliers other than companies). Further, the
equipment offered for trial shall be accompanied with a certificate of IC issued similarly, in
case the RFP mandates IC content during trials. The format for certification of IC by the
‘Responsible Designated Official” and Statutory Auditor/Cost Auditor/ certified or licensed
Cost Accountant/Chartered Accountant shall be as per Annexure II to this Appendix.

12. Performance cum Warranty Bank Guarantee (PWBG) shall be released only after the
submission of a certificate (as per Annexure II) of meeting the overall IC at Contract level
furnished by the ‘Responsible Designated Official’ of the Prime Vendor, after completion of
all the contractual deliveries, in addition to any other requirements specified elsewhere in the
contract.

13.  Deliveries by the final stage of contract must conform to IC requirements and
categorisation relevant to that particular stage. The Performance cum Warranty Bank
Guarantee (PWBG) shall not be released before completing an Verification of the IC in all
relevant deliveries by the MoD or its nominated agency/institution/officer(s), if such an
verification is notified and initiated by the MoD.

Withholding of Payments and Imposition of Penalties

14.  In case the vendor fails to certify achieving mandatory IC for the project, 5% of
contract value will be withheld till verification of IC as per contract. All such payments
withheld above shall be forfeited upon failure to achieve required IC post verification. In
addition, the PWBG shall also be forfeited upon failure to discharge IC obligations as per
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contract. In case of incentivisation/ reward for higher IC, the payment of incentivisation/
reward will be made only after verification of IC.

15. In case mandatory IC is not achieved by a vendor and/or if a false certificate is
furnished by a vendor/sub-vendor, other than the forfeiture of the Vendor’s °}PBG—and
PWBG, the Ministry can impose any other penalty.

Miscellaneous

16. In the event of non-incorporation of the definitions and/or verification requirements
laid down in contracts or agreements by vendors with next tier at any stage (tier) of
manufacturing/production/assembly, it shall be presumed that items/services provided by that
stage/tier to the next (tier) have no IC for the purposes of the DAP. Similarly, in the event of
non-certification of IC at any stage (tier) as required herein, it shall be presumed that
items/services provided by that stage/tier to the next stage (tier) have no IC for the purposes
of the DAP. In such cases, the MoD can take any of the steps as per Paragraphs 14 and 15
above against the Prime Vendor.

® Amendment issued vide MoD 1D No 1(18)/D(Acq)/21 dated 13.04.2022.
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Annexure | to Appendix B

INDIGENOUS CONTENT (1C) PROFORMA

Name of the Project / Contract Details

Ser L (In (In (In
No. Description

Total
USD) [EURO)| GBP) () 9]

Foreign _Content (FC) ‘ineluding
excluding Custom Duties

- Basic Equipment and Material (by Prime

\Vendor and Tiers Vendors, as applicable)

- Manufacturer’s Recommended List of

Spares (MRLS) (by Prime Vendor and

Tiers Vendors, as applicable)

11 Special Maintenance Tools (SMT) (by
" |Prime Vendor and Tiers Vendors, as

applicable)

- Special Test Equipment (STE)(by Prime

\VVendor and Tiers Vendors, as applicable)

- Freight / Transportation & Insurance (if

paid by supplier)

By ‘Others’ (@ 90% FC)

Sub Total (A)

Import of Services

- Royalty Fee

- Licence Fee if any

- Technical know-how fee

2T Consultation fees
- Other fees/payment
Sub Total (B)
, FC = (A+B)
Computation of Indigenous Content
3. |Base Exchange Rate (D)
4. [FCinINR E=(FC x D)
5. |Base Contract Price (F)
5 Indigenous Content G=(F-E)
" |Indigenous Content (%) G x100/F
Note:

@) Base Exchange Rate will be Selling Rate of Parliament Street Branch of State Bank of
India, New Delhi as on the last date of submission of bid.

(b) Consolidated IC Proforma/ Certificate of Prime Vendor and applicable Tiers vendors
will be maintained by Prime Vendor and made available on demand for verification by MoD.

(c) IC Proforma / Certificate are to be submitted along with or before the final invoice of
the contract. At all prior stages the Prime Vendor shall submit an undertaking of compliance.

* Amendment issued vide Appendix A to MoD ID No 1(8)/D(Acq)/21 dated 11.11.2021.
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Annexure II to Appendix B

FORMAT FOR CERTIFICATION OF INDIGENOUS CONTENT

VENDOR’S CERTIFICATE

This is to certify that we, (Name of Prime Vendor/Tier Vendor)
have achieved/are offering the following IC in the accompanying delivery under
contract/equipment being offered for trials/prototype/delivery, as defined under the Defence
Acquisition Procedure and as required under the RFP/Contract (tick whichever is applicable)
No. dated

Signed by:
‘Responsible Designated Official’ Seal of Vendor
----------------- (Name of Vendor) Date:
AUDITOR’S CERTIFICATE
We (legal name of Verification Firm) , established in

(Full address) represented for signature of this Verification Certificate by
(Name and designation of Authorised Representative), hereby certify that: -

The above mentioned Indigenous Content (IC) proforma has been examined and all
checks of the supporting documentation and accounting records deemed necessary were
carried out in order to obtain reasonable assurance that, in our opinion, based on our
Verification, the Indigenous Content percentage % (in numbers and words) reflected
in the above mentioned proforma has been achieved by (Name of Vendor)
during the manufacture of (Name of Equipment).

Certified by:

Statutory Auditor/ Cost Auditor/Certified or Seal of Verification Firm
Licensed Cost Accountant / Chartered Accountant

(as applicable) Date:

(Name /Name of Firm)

Membership Number / Registration Number
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CHAPTERII

ACQUISITION PROCEDURES FOR CATEGORIES UNDER ‘BUY’
AND ‘BUY AND MAKE’ SCHEMES

Acquisition Process

1. The acquisition process for the categories under the ‘Buy’ and ‘Buy & Make’ schemes
will involve the following processes:-

(a) Request for Information (RFT).
(b) Formulation of Services Qualitative Requirements (SQRs).
(©) Acceptance of Necessity (AoN).

(d) Solicitation of offers through Request For Proposal (RFP), including Offset
offer, if applicable.

(e) Evaluation of Technical offers by Technical Evaluation Committee (TEC).

€3] Evaluation of Offset offers by Technical Offset Evaluation Committee
(TOEC).

(2) Field Evaluation Trials (FET).

(h) Staff Evaluation.

() Oversight by Technical Oversight Committee (TOC), if required.
(k) Contract negotiations by Contract Negotiation Committee (CNC).
D Approval of the Competent Financial Authority (CFA).

(m)  Award of Contract/placing of Indents.

(n) Post-Contract Management.

Request for Information (RFI)

2. Request for Information (RFI), as the name suggests is a means to seek information
from the vendors; to inter-alia explore suitability of products available to meet the
Operational Requirements (ORs) of the Services, and to formulate SQRs, maintenance
philosophy, as well as other contractual provisions. SHQ may explore the feasibility of
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subscribing to renowned defence equipment databases/specialist tools/consulting services
available in the market to assist in examining the types and nature of equipment being
deployed by our adversaries, as also available in the world as well as domestic market, so as
to help SHQ in formulation of Integrated Capability Development Plans (ICDP), as well as
drafting of realistic SQRs, besides assisting CNCs to arrive at realistic benchmarking price.

3. The RFI would be hosted on MoD’s Website and SHQ Website, besides being sent to
known vendor base, for seeking relevant information, on specific acquisition schemes. In
order to enable wider market survey and participation, SHQ may seek information from
multiple sources, such as Defence Attaches, internet, other MoD/MHA/law enforcement
agencies, defence journals/magazines/exhibitions, previously contracted cases and any other
relevant information source, including renowned defence equipment databases. The issue of
RFI is not a commitment for procurement.

4. Objectives of RFI. The main objectives of the RFT are as follows:-

(a) To formulate/refine/rationalise SQRs based on a rational combination of
different product specifications resulting in product requirements that can be
objectively evaluated.

(b) To aid in deciding the acquisition category.
(©) To determine the indicative budgetary and cost implications.

(d) To seek inputs for formulating Draft Trial Methodology and identify Indian/
International Standards applicable for evaluating the SQRs.

(e) To generate inputs for structuring of the AoN and RFP.

5. Contents of the RFI. The RFI should clearly indicate the capabilities sought
in the equipment/system/platform, quantities required, anticipated delivery timeframes and
tentative time schedule for the acquisition processes (issue of RFP). A suggested format of
the RFI is attached at Appendix A to this Chapter. The RFI should inter-alia seek the
following inputs from the vendors: -

(a) Specifications of available product for deriving SQRs from ORs.

(b) Scope, depth and range of ToT being offered as well key technologies and
materials required for manufacturing, identified by SHQ in consultation with other
stakeholders, as applicable.

(c) Ascertain capability of Indian vendors to indigenously design and develop the
required equipment along with level of indigenisation including use of indigenous
military material, delivery capability, maintenance support, Life Cycle Support etc.
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(d) In cases where requisite expertise to indigenously design or manufacture the
equipment is not available and procurement is envisaged from global vendors; explore
willingness of global vendors to:-

(1) Enhance indigenisation and setup dedicated manufacturing line,
including design, integration and manufacturing processes in India, either
through its own subsidiary or in a joint venture with an Indian company.
Willingness and ability to transfer desired technologies to Indian industry or to
a Joint Venture (JV), in case Transfer of Technology (ToT) is envisaged.

(i1) Progressively undertake indigenous manufacture of systems, sub-
systems, components, consumables, spares, ammunition, materials, etc, of the
main equipment/platform in India, either through its own subsidiary or in a
Joint Venture with an Indian company or transfer know how to an Indian
Company.

(i) To transfer technology for maintenance infrastructure, where
applicable. Set-up an ecosystem of indigenous vendors/manufacturers for
sustenance of the equipment in terms of repairs of systems, sub-systems,
assemblies, components, etc. as also testing facilities.

(iv)  Consider making India, a regional/global hub for manufacturing/
Maintenance, Repair & Overhaul (MRO) of the equipment.

(v) To procure indigenous raw materials or facilitate ToT for production of
raw materials.

(e) Approximate cost estimation and suggestions for alternatives to meet the same
objective as mentioned in RFI.

® Inputs for evolving Maintenance Philosophy, including aspects such as
Engineering Support Package (ESP), Annual Maintenance Contract (AMC), Life-
Cycle Support, Performance Based Logistics and other maintenance arrangements,
training requirements etc.

(2) Inputs on compliance to test standards followed in India, certifications
available with vendor pertaining to quality management and quality of
product/systems and their accreditation bodies, test facilities available for certification
in firm premises or in the country of OEM.

Formulation of RFI. RFI would be formulated by SHQ, in consultation with

DRDO, DDP and HQ IDS. A copy of the draft RFI will be shared with DRDO, DDP, HQ IDS
and other Services (for comments on issues of commonality and interoperability), to ensure
that comprehensive response is generated from vendors to facilitate addressing all aspects of
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operational requirements and defining attributes. All agencies should provide their comments
within six weeks of receiving the draft RFI, post which ‘Nil” comments will be assumed. The
comments obtained would be incorporated, where applicable. RFI will also ask for details
about the vendors as per the ‘Information Proforma’ attached at Annexure II to Appendix A,
Questionnaire attached at Annexure III to Appendix A and ‘Guidelines for Framing Criteria
for Vendor Selection’ attached at Annexure IV to Appendix A, which will be appended to the
RFI. SHQ should clearly bring it to the notice of the respondents that non conformity/ no
response to any query in the RFI would in no way debar them from issue of RFP. RFI is also
meant to provide advance intimation to the vendors to obtain requisite government
clearances.

7. Interaction with Vendors. Extensive interactions should be held by the SHQ with
the vendors/industry after uploading the broad details of the scheme on MoD and SHQ
websites. After interaction, vendors should be given sufficient time (not less than eight
weeks) to respond to the RFI. Extension of time for submission of RFI responses may be

given by SHQ. Prior to finalisation of SQRs, SHQ may also interact again with the industry,
if required. The inputs so obtained should result in the form of a compliance table of SQRs,
vis-a-vis technical parameters of equipment available.

8. Competency Map. Based on the RFI responses from the vendors, a ‘Competency
Map’ of the indigenous manufacturing industry and raw material producers should be
prepared/updated by Department of Defence Production (DDP) and shared with the SHQ on
a bi-annual basis.

Military Materials

9. Indigenous availability of high-end materials and special alloys is an important pre-
requisite for self-reliance. The methodology of classification of military material and process
of classification/ identification/ development to aid in formulation of suitable approach for
promotion of use of indigenous materials and in encouraging their development will be
promulgated separately.

10.  Dissemination of Information on Materials. MoD may obtain information of
material requirement and their availability, from all relevant stakeholders like various
platform manufacturers, material manufacturers/ developers, DPSUs/ Industry Associations/
DRDO/ Services/ HQIDS and provide a suitable platform for periodic interaction between all
stakeholders including material manufacturers.

11. Promotion of Use of Military Materials. To ascertain the feasibility of use of
indigenous military materials already being manufactured in the country, SHQ during the RFI
stage may examine acquisition projects for platforms and other equipment/ systems other
than ‘Buy Global’ projects, with substantial material component. If the material is known to
be available, an RFI to material manufacturers may be issued and further information may be
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sought on the following aspects: -

Identification of the main material in case of platforms and details of major

(a)

input materials in case of equipment/ systems.

(b)  Availability in the country and known sources with material designation,
standard/code and grade, and test standards.

(©) Equivalence of standard/code at paragraph 3 (b) above with those required.

(d) Vendor’s likely plan for sourcing the material(s).

(e) Likely cost of material(s) if sourced from Indian vendors as compared to their
import cost.

12. Based on the outcomes of the above exercise/internal Feasibility Study and
approximate cost of material as arrived from RFI response from Main Vendor or Material
Manufacturer, if the feasibility of inclusion of use of indigenous material(s) within the project
timelines is ascertained, SHQ, at the time of seeking AoN, may include the proposed
methodology for sourcing the material for the project in the SoC (in ‘The Scope for Use of
Indigenous Materials’ section of SoC) as per following;:-

Ser
No

(a)

Reason for Not Using
Indigenous Raw Material
Material(s) available in India
but not being utilised for
military applications due to
lack of knowledge of
availability of material(s) in
India and/ or for convenience
of use of material(s) from

Suggested Methodology

Define the requirement of use of only
indigenous material(s)and/ or;

Provide reward upto 5% of the cost of the
material subject to a cap of 0.5% of total
order value. In case of more than one
material being used, the reward for each
material should be in proportion to relative
value and/ or;

Indicate likely sources as BNE material.
Define the
indigenous material(s) and/ or;

established import source

of using only

(b) | Not being utilised for military requirement

applications due to cost of

indigenous material(s) being
marginally higher compared
to import cost

Provide reward up to 10% of the cost of the
material subject to maximum ceiling of
0.75% of total order value. In case of more
than one material being used, the reward for
each material should be in proportion to
relative value.

(c)

Not being utilised as the

indigenous material(s) not

Provide reward up to 15% of the cost of the
material subject to max ceiling of 1.0% of
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Ser Reason for Not Using Suggested Methodology
No | Indigenous Raw Material

validated total order value. In case of more than one
material being used, the reward for each
material should be in proportion to relative
value. Based on number of materials
identified and value addition to the
manufacturing eco-system, additional reward
may be granted by DAC on case to case
basis. However, in all cases the cap for
reward would remain at 1% of total project
cost.

Note.

(1) Validation of the materials would be undertaken in accordance with Quality
Assurance Plan (QAP) and would be the responsibility of the vendor, to be eligible for the
reward towards use of indigenous Military Materials. MoD may consider constitution of a
suitable committee to monitor/qualify the materials, where required, on a case to case basis.
For the purpose of calculating the reward, the estimated value of material as obtained from
RFI data is to be indicated in the RFP.

(i1) In cases where the utilisation of indigenous materials has distinct advantages, to
justify by extending the ‘Upper Cap’, specific approval of the DAC may be sought.

Indigenous Software

13. In order to leverage the highly developed indigenous software expertise existing in
the country, it is pertinent that maximum equipment should function with indigenous
software (certification by the Statutory Auditor of the Bidder that the software has been
developed within India) driving the desired applications while the backend software i.e.
Operating Systems continues to be OEM defined. The RFI process should clearly identify
availability of indigenous software for running applications on the equipment/system and its
analysis should determine whether the project should mandatorily require the vendors to base
applications being run on their solution (especially critical components like Fire Control
System, Radars, Communications, Encryption sub systems) on indigenous software in Buy
(Indian — IDDM) and Buy (Indian) cases. In case the requirement is not made mandatory,
Enhanced Performance Parameters (EPP) with respect to indigenous software should be
defined with commensurate credit score (as per Paragraph 14 (c) of Chapter II) in the SQRs
to provide for the enhanced capability being offered.

Services Qualitative Requirements (SORS)

14. Characteristics of SOR. All capital acquisitions will be based on SQRs, which
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need to lay down the fundamental user requirements in a comprehensive manner. The SQRs
need to be realistic, achievable and verifiable and must avoid ambiguity of any type. SQRs
must not be tailored from/for a particular product or service and must result in procurement
of the items that best meet the requirements of the Services. The SQRs would be based
primarily on operational, technical, maintainability, ergonomic and enhanced performance
parameters. It may not be viable for all vendors to produce a complex and costly equipment
precisely customised for unique requirements, within limited time and in limited numbers,
for assessment and evaluation at Field Evaluation Trial (FET) stage. The parameters of
SQRs, which are generated through RFI process, are classified as under and further detailed
as part of the RFP:-

(a) Essential Parameters-A.  These are parameters that are generally a part of
the contemporary equipment available in the market and form the core of the SQRs;
Essential Parameters -A will be tested and validated at FET stage.

(b) Essential Parameters-B.  Though not available originally in the equipment
fielded for the FET, these parameters can be developed and achieved by the vendors
using available technologies. These parameters need to be tested and validated within
a specified time frame as stipulated in the contract. These tests for Essential
Parameters - B should also validate that there is no adverse effect on any of the
Essential Parameters - A. However, vendors should be able to substantiate and need to
provide an undertaking, at the bid submission stage, that they will develop and meet
the Essential Parameters - B with their existing capabilities, on entering into a
contract. In procurement cases involving Essential Parameters - B, an Additional
Bank Guarantee (ABG) valued between 5% and 10% of the contract value of
equipment required with Essential Parameters - B, as determined by the AoN
according authority, needs to be submitted, in addition to the Performance Bank
Guarantee; the quantum of the Additional Bank Guarantee must be stated in the RFP.
Failure to meet the Essential Parameters - B after signing of the contract and within
the stipulated time frame, will lead to forfeiture of all bank guarantees (Performance
cum Warranty Bank Guarantee, Additional Bank Guarantee and Advance Payments
Bank Guarantees if any) and attract other penal provisions as may be prescribed by

the Government. On meeting the Essential Parameters - B as per contract terms, the
Additional Bank Guarantee will be released and returned to the contracted vendor.
Essential Parameters - B may be evaluated at the FET stage, if any equipment, as
claimed by the vendor(s), can meet them and are willing to get their equipment trial
evaluated for Essential Parameters B at FET stage (a written undertaking in this
regard will be obtained from the vendor prior to commencement of FET by SHQ).
However, failure to comply with Essential Parameters - B at the FET stage will not be
criteria for rejection and the Vendor will be evaluated for the same post contract.
Essential Parameters - A and Essential Parameters - B (if applicable) are non-
negotiable requirements to be met by the vendor, prior to commencement of
equipment delivery. The provision to incorporate Essential Parameters - B will be
used only when required, with approval of AoN according authority and will not be
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used when two or more vendors claim to possess the same at the RFI stage. Essential
Parameters - B will not be included in ab-initio single vendor cases. Essential
Parameters - B may also be incorporated in the SoC, for provision of partial quantities
of the items being procured, to meet different/higher specifications for specific
operational requirements.

(© Enhanced Performance Parameters (EPP). EPP are those parameters

that enhance the capability of the equipment, vis-a-vis the operational, technical,
maintainability/ergonomic parameters; a SQR may not contain EPP in all cases.
Inability to meet the EPP does not preclude vendors from being eligible for the
bidding/bid evaluation. However, if a vendor claims to have equipment meeting the
EPP as specified in SQR and RFP, then they must provide details of the same in their
technical bids, which have to be tested for compliance during the FET itself.
Equipment successfully meeting the EPP parameters will be awarded a credit score of
up to 10%, for evaluation of L1, with each individual attribute not exceeding a credit
score of up to 3%, as approved by the AoN according authority. In case procurement
involves EPP, then the EPP and their credit scores need to be explicitly detailed in the
RFP. In such cases, if the equipment supplied by a vendor does not have the EPP, then
the commercial quote of the vendor, for the purpose of L1 determination, remains as
it is. In cases where a vendor’s equipment meets the EPP, the commercial quote will
be multiplied by a credit factor less than 1 and greater than or equal to 0.9, based on
the additional technical score assigned for the EPP, as detailed in the RFP. For
example, if a vendor quotes X 10 crores for an equipment and meets a certain EPP for
which an additional credit score of 2% is being provided, then the commercial quote
of this vendor will be considered for L1 determination purpose only, as I 9.8 crores
(10 crores multiplied by 0.98) and not X 10 crores; however, for all purposes other
than L1 determination, the value of the commercial quote will be considered as
X 10 crores only.

15. SOR Formulation. The SQRs would be drafted by the concerned User directorate
at SHQ. In addition to obtaining the required inputs from RFI analysis, SHQ will seek
information from Defence Attaches, internet, defence journals/magazines/exhibitions,
previously contracted cases in such category and any other relevant and credible information
source. Due cognisance will be paid to the capabilities of appreciated adversaries while
formulating the SQRs. A ‘Comparative Analysis of Specifications’ of similar products
available in the World and domestic market will be carried out and draft SQRs will be
prepared. Draft SQRs would be circulated by SHQ to all external stakeholders to include HQ
IDS, DRDO, DDP, Quality Assurance (QA) agencies, Directorate of Standardisation,
Fechnical-Managers Acquisition (Technical) Wing and any other necessary department for
obtaining their views/comments.

16. Format of SORs. The SQRs, as far as possible, would follow a standardised
format as under :-

@ Introduction &  Operational Philosophy/Proposed Employment of
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equipment/system/platform.

(b) Essential Parameters-A.

(1) Operational Parameters. Unambiguous, non-negotiable, essential
functional requirements laid down by the Services, which clearly define basic
profile of an equipment/system, specifying minimum acceptable performance

requirements thereby defining ‘Core Capabilities’ of the equipment/system
would be termed as Operational Parameters.

(i1) Technical Parameters. Based on the Operational Parameters,

scientific and technical characteristics required in the system to achieve these
operational capabilities would be drawn out after due analysis of
contemporary and developing technology in the field.

(iii))  Maintainability & Ergonomic Parameters. These parameters

will primarily relate to aspects like maintenance, crew comfort, storage of
equipment, packing material etc.

(©) Essential Parameters-B.
(d) Enhanced Performance Parameters (EPP) along with proposed credit scores.

17. Formulation of Joint Service Quality Requirements (JSQRs). In cases where
other Services also intend to procure similar equipment in the next three years, the lead
Service will process the JSQRs through the Integrated Staff Equipment Policy Committee
(ISEPC). Conversion of SQR to JSQRs will not be mandatory in cases where the other
Service(s) accept the SQRs. Also, in cases where quantities required by other Service(s) is
20% or less as compared to the lead service, joint procurement case would be progressed on
the lead Service SQRs itself. In cases, where a Service opts to join an ongoing procurement
case of other service at the time of seeking AoN, with no change in the SQRs, the case would
be progressed on the lead service SQRs, and the same SQRs would be subsequently
converted into JSQRs, for future procurements.

18.  Approval of SQRs/JSQRs. SQRs (except Shipbuilding cases) will be fielded for
approval of the respective Staff Equipment Policy Committees (SEPC) within six months of
the receipt of RFI responses. SHQ should satisty that the stipulations mentioned in the DAP
have been followed while recommending the SQRs for the approval of the respective Staff
Equipment Committees. SEPCs will be authorised to consult Subject Matter Experts as
deemed necessary while finalising SQRs. In cases of JSQRs, the same would be approved by
the ISEPC. A copy of the approved SQR/JSQR along with the ‘Comparative Analysis of
Specifications’ of similar products available in the World and domestic market as per
Paragraph 15 above would be submitted along with the ‘Statement of Case’ (SoC) for
seeking AoN.
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19. Amendment to SQR Parameters. There may be situations wherein SQRs need to be
amended post accord of AoN, till issue of RFP. In case the requirement is to amend Operational
and Technical parameters of SQR, the approval for same would be accorded by AoN according
authority. However, for amendment of Maintainability and Ergonomic parameters of SQR, the
approval may be accorded by Staff Equipment Policy Committee (SEPC)/ Integrated Staff
Equipment Policy Committee (ISEPC). No amendment to SQRs will be carried out after issue
of RFP without approval of DAC.

20. Quality standards such as JSS/other relevant standards will be mentioned in the SQRs.
Based on the operating conditions stipulated in the SQRs by the User, selection and sequence of
tests for checking compliance to the standards shall be formulated by QA agencies. SQRs should
contain specific and verifiable parameters for the capabilities sought. Generic terms such as “all
weather capability’, ‘state-of-the-art’, etc, are not to be included.

A tance of N ity (AoN

21. AoN based on SQRs/JSQRs will be obtained by SHQ within one year of their
approval by the respective SEPC /ISEPC. Extension for obtaining AoN till upto six months after
the stipulated one year may be granted by respective CISC/VCOAS/VCNS/DCAS/DGICG and a
further extension of six months by DG (Acquisition). In order to seek AoN, the SHQ will carry
out detailed internal consultations and prepare a draft Statement of Case (SoC) as per format at
Appendix B, assisted by guidelines at Appendix C. The draft SoC would be approved by the
Head of the respective User/Plans Directorate/equivalent of the Services.

221A. Any import of defence equipment / platform, irrespective of the value, will require the
explicit approval of DAC. This will apply to all categories of procurement including Fast Track
Procedure and also for Buyer Nominated Equipment.

21B. Concurrently, an SoC for alternate product development/procurement will be processed for
approval. Further, in those cases where indigenous development/production is not feasible, a
categorical exception will have to be obtained from DAC.

21C. Any import under Emergency Procurement, irrespective of the value, will also require
explicit approval of DAC. However, in such cases, the requirement of SoC for alternate product
development/procurement from indigenous resources may be dispensed with.

22. Pr ing of AoN : Non Delegated Power . Copies of the draft SoC would be
forwarded to DDP, DRDO, Acquisition Wing (with additional copies for the concerned JS &
AMs, ADG Acquisition Technical and FM) and HQ IDS. Quantity vetting would be carried out by
FMs as per SOP promulgated by MoD (Finance). HQ IDS would examine aspects of
interoperability and commonality of equipment for the three Services. All addressees will
forward their comments within four weeks of receipt. The finalised SoC, duly considering all
comments received, will be fielded in the Defence Procurement Board (DPB) by the concerned
SHQ. A copy of the approved SQRs/JSQRs along with the ‘Comparative Analysis of
Specifications’ of similar products available in the World and domestic market as per
Paragraph 15 above would be submitted along with the SoC for seeking AoN. Secretariat of
DPB will circulate the SoC to all Members and invitees as applicable. AoN for all cases more than
% 300 crores and upto X 500 crores will be accorded by the DPB. In cases beyond X 500 crores,
DPB will recommend categorisation, based on the proposal of the SHQ and refer
these to the Defence Acquisition Council (DAC) for accord of AoN. The SoC, duly amended
as per recommendations of the DPB, will be forwarded to the DAC Secretariat for
fielding in DAC. Secretariat of DAC will circulate the SoC being fielded in DAC to all Members
and invitees. A draft RFP will also be forwarded by SHQ to respective ADGs Acquisition
Technical along with a copy of the SoC being fielded in DPB/ DAC for accord of AoN. The

2 Amendment issued vide MoD 1D No 1(18)/D(Acq)/21 dated 13.04.2022.
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DPB and DAC will be held at least once every two months and minutes of the same should
be issued within two weeks of the meeting.

23.  Processing of AoN: Delegated Power Cases. Copies of the draft SoC for cases with
AoN cost <% 300 crores would be forwarded to DDP, DRDO, PIFA/IFA (Capital), HQ IDS
and the respective ADG Acquisition Technical. Quantity vetting would be carried out by
PIFA/IFA (Capital) as per SOP promulgated by MoD (Finance). HQ IDS would examine
aspects of interoperability and commonality of equipment for the three services. All

addressees will forward their comments within four weeks of receipt. The finalised SoC,
duly considering all comments received, will be fielded in the Services Procurement Board
(SPB), erstwhile SCAPCHC (Delegated), by the concerned SHQ for accord of AoN. A copy
of the approved SQRs/JSQRs along with the ‘Comparative Analysis of Specifications’ of
similar products available in the World and domestic market as per Paragraph 15 above
would be submitted along with the SoC for seeking AoN. Secretariat of SPB will circulate the
SoC to all members and invitees as applicable. SPB will be held at least once every month
and minutes of the same should be issued within two weeks of the meeting. Post accord of
AoN, SHQ will hold an internal collegiate for RFP vetting and forward the draft RFP to
respective ADGs Acquisition Technical. Cases with AoN cost <X 100 crores will be reserved
for MSMEs, provided there are at least two or more MSME:s eligible to participate in the
category.

24. Categorisation of Schemes. Preference will be given to indigenous design,
development and manufacturing of defence equipment. The time required for the
procurement and delivery from foreign sources vis-a-vis the time required for making it

within India, along with the urgency and criticality of the requirement will be examined
before deciding to proceed on categorisation. Therefore, wherever Indian Industry is capable
of manufacturing the required equipment within the timelines required by the Services, the
procurement will be made from indigenous sources. The MoD has notified a list of
weapons/platforms banned for import, updated from time to time and SHQ will ensure that
no weapon/platform figuring on the list is procured ex import. These equipment may,
therefore, be procured under the Buy (Indian - IDDM), Buy (Indian), Buy and Make (Indian)
(only if Buy quantities are zero) and Buy and Make (only if Buy quantities are zero)
categories of procurement. In accordance with the priority of categorisation given at
Paragraph 5 of Chapter I and based on 'Defining Attributes and Decision Flowchart' attached
at Appendix D to this Chapter, SoC seeking AoN shall contain detailed justification for
recommending categorisation as well as reasons why each of the higher priority categories
have not been considered suitable for the purpose. AoN according authority will consider the
same while carrying out categorisation. The AoN according authority may accord AoN with
higher or lower threshold of IC than those stipulated for various categories on a case to case
basis. Detailed justification for the change approved/recommended will be included in the
minutes of the SPB/DPB/DAC.
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25. Option Clause. In cases where Option Clause is being exercised, SHQ will
examine the viability of the same vis-a-vis fresh procurement and the same will be endorsed
in the SoC for seeking AoN.

26.  Splitting Source of Supply.  *In procurement cases, based on viable quantity /
technological feasibility and sustainability factors, the SoC should clearly bring out the
requwement of spllttlng of quantltles amongst vendors In such cases, ta—eases,—where—itis
3 ; v. specific approval will be taken
in AoN for ratlo of spllttlng the supply between (flrst lowest bidder) L1 and (second lowest
bidder) L2 vendors, provided L2 vendor accepts the price and terms and conditions quoted
by/negotiated with the L1 vendor, and the same will be pre-disclosed in the RFP. The other
technically qualified bidders who have not been awarded contract will be issued a certificate
by SHQ indicating that the product has been successfully trial evaluated, to facilitate vendors
to explore other markets.

27.  Interaction with Industry.  Cases where participation by Indian industry is
envisaged, the SPB/DPB may invite representatives nominated by industry associations to
provide inputs related to the scheme. The representatives would, however, not be present in
the internal discussions and during the decision making process of the SPB/DPB. The inputs
received from Industry and recommendations of the SPB/DPB (as applicable) would be
included in the minutes and highlighted before the AoN according authority.

28.  AoN for Fast Track Procedure (FTP). Cases where expeditious procurement for
urgent operational requirements foreseen as imminent or for situations in which a crisis
emerges without a prior warning, or where undue/unforeseen delay due to reasons beyond the
control of the acquisition set up, are seen to be adversely impacting the capacity and
preparedness of the Forces, may be recommended by SHQ for pursuance of FTP. Considering
the merits of the case and the timelines required, DAC may approve any procurement to be
pursued under FTP while according AoN. Post grant of AoN, FTP cases would be processed
as per non-delegated/delegated power cases as per provisions of Chapter V of DAP 2020.

29.  Offsets. The Offsets Clause would be applicable for Buy (Global) categories of
procurement where the estimated AoN cost of the Buy portion is ¥ 2000 crores or more. An
Indian Vendor participating in the Buy (Global) category would be required to meet
minimum 30% IC, failing which such vendor would be required to discharge offsets as
applicable in the case. In certain cases, the DAC may consider partial or full waiver of the
Offsets clause. In case of a waiver for a particular acquisition case, eligible/selected Indian
vendors need not be exempted from the corresponding IC stipulations. No offsets will be
applicable in all ab-initio Single Vendor cases, including procurements based on IGA/FMS
etc. The procedure for implementing the Offsets provisions is attached at Appendix E.

30. AoN Validity. AoN for categories under ‘Buy’ schemes will be valid for six
months, while AoN will be valid for one year in case of ‘Buy and Make (Indian)’ category
and all Turnkey projects. The validity of AoN would commence from the date of formal issue
of Minutes of Meeting of the AoN according authority. AoN would lapse for all cases where
the RFP is not issued within the original validity period of AoN. In such cases, the SHQ
would need to either seek re-validation of AoN or obtain a fresh AoN with due justification
for not processing the case in time. For cases where the original RFP has been issued within
the original validity period of AoN and later retracted for any reason, the AoN would

%0 Amendment issued vide MoD ID No 1(18)/D(Acq)/21 dated 13.04.2022.
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continue to remain valid, as long as the original decision and categorisation remain
unchanged, provided the subsequent RFP is issued within a time period not exceeding the
original validity period of the AoN, from the date of retraction of original RFP.

31. Ab-initio Single Vendor Cases. Progressing of ab-initio Single Vendor cases
may be carried out by the SHQ in the following cases:-

@ If certain equipment being manufactured by only one vendor, which may not
necessarily be a DPSU, is to be procured to attain qualitative edge over our adversary,
then such cases should be discussed, deliberated and decided by the AoN according
authority, after proper technology scan is carried out by SHQ, in consultation with
DRDO/other stakeholders, as applicable.

(b) Cases which are being undertaken by DRDO/DPSUs/OFB/Indian private
industry as Design and Development projects or ToT has been obtained earlier by an
Indian vendor, would not fall in the category of Single Vendor cases. However,
approval of the AoN according authority for carrying out these projects needs to be
sought prior to commencement of the Design and Development process.

(©) If DPSUs/OFB/Indian private industry 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. Alternatively, if the DPSUs/OFB/Indian private industry signs a MoU
without the approval of the DAC, then it would have to compete in a competitive
manner for the said procurement.

Turnkey Projects

32, These are cases where the project involves supply, installation and commissioning of
varied machines/equipment for establishing specialised maintenance/ information
technology/communication/storage/overhauling facilities (with or without infrastructure) at
one or more locations in the country. Such projects including up-gradation/ modernisation of
existing assets may be carried out on Turnkey Basis and may also include setting up of
requisite specialised technical infrastructure. The scope of such projects is large and varied
involving number of activities; hence there is a requirement of identifying a single agency
capable of completing the project on a Turnkey basis. SOP for undertaking Turnkey Projects
has been promulgated vide MoD ID No. 3(65)/D(Acq)/14 dated +7~Apri-2014 17 October
2014 and the same would be followed as amended from time to time.

Leasing

33. Leasing will be another Category for acquisition in addition to the existing ‘Buy’ and
‘Make’ acquisition categories and would be permitted in two sub categories i.e. Lease
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(Indian) and Lease (Global). The lease process will have the following stages:-
(a) Request for Information (RFT).

(b) Identification of Equipment and Operational Demonstration to identify the
equipment that best meets the capability sought.

(©) Preparation of Leasing Operational Requirements (LOR).

(d) AoN for lease cases upto ¥ 500 Cr will be accorded by the DPB (after being
recommended by the SPB) and cases above ¥ 500 Cr by the DAC (after being
recommended by the DPB).

(e) Solicitation of offers.

(f) TEC.

(2) CNC.

(h) Approval by CFA.

(1) Signing of Lease Agreement.

() Post Lease management.

34.  Various aspects of a lease case, including types of lease, details to be included in the
abridged SoC, sample lease agreements, etc, will be as per Chapter IX of the DAP.

Hosting of AoN Details

35. Subsequent to the accord of AoN, the broad details of the projects/procurement would
be hosted on the MoD and SHQ websites within one week of issue of minutes, less AoN for
classified cases that shall not be uploaded on the MoD and SHQ websites, keeping security
aspects in mind. Additional vendors, who did not respond to the RFI, may express interest for
receipt of RFP and submission of bid, within four weeks from the date of publication of
details on these websites.

Special Provisions for Buy and Make (Indian) Category

36. Finalisation of SORs and Accord of AoN. SQRs in Buy and Make (Indian) cases
may be finalised after the issue of AoN, but prior to issue of RFP. Preliminary SQRs
(PSQRs)/SQRs will be appended to the SoC while seeking AoN for ‘Buy & Make (Indian)’
cases. AoN for such cases shall be valid for a period of one year from the date of accord.
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37. Transfer of ToT. While seeking AoN, the SHQ shall specify in the SoC, the
technologies required to be absorbed by the Indian vendor, as per categorisation given at
Paragraph 1(k) of Appendix G to Schedule I of this Chapter. These technologies shall be
identified in consultation with other stakeholders (DRDO/DPSU/OFB/Private Industry), as
applicable.

38. Shortlisting of Vendors. First stage vendor short-listing shall be carried out by
SHQ based on PSQRs/SQRs approved at the AoN stage. However, after accord of AoN but
prior to issue of RFP, the SHQ, along with other stakeholders (as applicable) shall hold
consultations with the first stage short-listed vendors. These consultations may relate to
PSQRs, delivery timelines and technology absorption aspects.

39. REP Provisions. The RFP shall seek an ‘Indigenisation and Technology
Absorption Plan’ in strict accordance with IC requirements and technology absorption
requirements (range, depth and scope of technology). If required, representatives of DDP may
be associated with the collegiate vetting of these RFPs. However, representatives of DRDO
will be associated with in the collegiate vetting of RFPs involving ToT.

40. Undertaking by Participating Vendors.  Vendors, while responding to the RFP,
shall ensure that their foreign partner(s) from whom ToT is obtained should be OEMs or their
authorised licensees, design agencies or government sponsored export agencies. In addition,
such foreign partner(s) should not have been suspended or debarred by the MoD. In case the
foreign partner(s) of the vendor are suspended or debarred by MoD, the vendor shall indicate
the same and will furnish details of such ban / debarment along with copy of Government
letter under which this ban / debarment / suspension was lifted / revoked along with
justification for participation of that partner in the procurement case. MoD shall take a call on
the matter based on penal provisions on the subject.

Request for Proposal (RFP)

41. Solicitation of Offers. Solicitation of offers will be as per ‘Single Stage - Two
Bid System’. It will imply that a RFP would be issued soliciting the technical and commercial
bids together, but in two separate and sealed envelopes. In cases where no TEC and FET are
envisaged, approval to issue Commercial RFP/placing of Indent would be solicited as part of
the AoN.

42. Layout of RFP. The RFP will be a self-contained document that shall clearly
bring out the requirements of the deliverables and the timelines of delivery to enable vendors
to make their offer after consideration of full requirements of the acquisition. A standardised
RFP format is attached as Schedule | to this Chapter for guidelines. Various flowcharts driven
guidelines are placed at Appendix C to aid in framing the RFP. RFP may be varied based on
these guidelines, depending on the user requirements, type/complexity of equipment/
machinery/test equipment and operational imperatives, scope of Engineering Support
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Package (ESP), expected timelines for commissioning etc. RFP will generally consist of five
parts as under:-

(@  Covering Letter. The covering letter provides a brief synopsis of the
project giving the broad description of equipment and systems, various timelines of
bidding process and special features of the RFP.

(b) General Requirements. The first part elaborates the general requirement
of the equipment, the numbers required, the time frame for deliveries, Non-
Disclosure, Business Eligibility, Indigenous Content, Preservation, Training and ToTs
for Maintenance Infrastructure, Offset obligations (if applicable) and warranty/
guarantee conditions etc. It specifies the prescribed procedure and last date and time
for submission of offers.

(© Technical Requirements.  The second part of the RFP incorporates the
SQRs describing the technical parameters of the proposed equipment in clear and
unambiguous terms. In case equipment is being procured for the first time and needs
to be evaluated, the RFP will include the requirement of field evaluation on a ‘No
Cost No Commitment” (NCNC) basis except in cases under Paragraph 67 of this
Chapter. The details of environmental parameters for functioning, conditions of usage
and maintenance, requirement for training, Engineering Support Package (ESP), Life
Cycle Support, aspects related to Performance Based Logistics or/and Annual
Maintenance Contract (AMC), Quality Assurance, Packaging and Marking, Detailed
Project Report (DPR) and Project Monitoring will also be included here. Compliance
of offers would be determined based on the parameters spelt out in the RFP.

(d) Commercial Requirements. The third part of the RFP outlines
the commercial aspects of the procurement, including clear statements on
Payment Terms, Performance-cum-Warranty Guarantees, and Additional Bank
Guarantee in respect of Essential Parameters-B (if applicable) and Guarantees against
Warranty Services to be performed by the supplier. It also includes standard
contract terms along with special contractual conditions, if any. DPSUs/OFB
will also furnish all Bank Guarantees, as applicable, while participating in
multi vendor cases along with private vendors. DPSUs/OFB will, however,
be exempted from submitting all Bank Guarantees when nominated as
Ab-initio Single Vendor in the AoN. In cases where only Indian Vendors participate,
a Price Variation Clause (PVC) may also be incorporated in the RFP for all
cases where the period of deliverables commencing post contract is more than
36 months in accordance with General Financial Rules (GFR) guidelines.
PVC will be applicable from 18 months after last date of bid submission till bid
opening date, provided the delay is not on account of the bidder and thereafter
from contract effective date onwards, on the cost of the basic equipment and
separately on AMC/CMC/PBL/LCSC as relevant. Formula and application of the PVC
will be as per guidelines given at Paragraph 10 of Appendix M to Schedule |1
of Chapter Il. PVC formula will apply only to the Indian Rupees component of the
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price. Exchange Rate Variation will be applicable to the Foreign currency component
of the price, if stated as part of the RFP. PVC may also be applied in all ab-intio SVC
with foreign vendors progressed through agreements like IGA or otherwise. Indices to
be applied for such cases will be decided by the Collegiate for RFP vetting.

(e) Bid Evaluation and Acceptance Criteria. The fourth part of the RFP
defines the criteria for evaluation, trial methodology and acceptance, both in terms of

technical and commercial contents. A format will be enclosed for submission along
with commercial offer to facilitate preparation of Comparative Statement of Tenders
(CST) duly incorporating credit score for EPP wherever applicable and identification
of Lowest (L1) vendor. Submission of incomplete details in the format enclosed,
along with commercial offer, will render the offer liable for rejection.

43.  Retention of Trial Equipment. For trials conducted in the country, trial
equipment of compliant vendors may be retained till the approval of Staff Evaluation report.

In case, SHQ desires to retain trial equipment beyond the Staff Evaluation stage, the same
will be stated upfront in the RFP.

44. Trial Methodology. The Trial Methodology will be part of the RFP and should be,
to the extent feasible, comprehensive and un-ambiguous in its scope. SHQ will ensure that
trial methodology is realistic and commensurate to employability and applicability based QR
validation. The Trial Methodology should provide the vendors a clear and objective
assessment of the extent of trial evaluation, including parameters where vendor certification,
certification from accredited labs and trials by simulation are accepted. As far as feasible,

SHQ, along with trial agencies may interact with OEM(s)/vendors prior to finalising the Trial
Methodology.

45. Contents of Trial Methodology.  This following should be included in the Trial
Methodology:-

(a) Trial Matrix. Trial methodology shall inter-alia include a ‘Trial
Matrix’ giving details of qualifying parameters that will be part of trial evaluation, 1.e.
physical characteristics, operational and technical and environmental parameters,
MET and EMI / EMC tests, as applicable.

(b) Certificate of Conformance (CoC). Attributes/parameters for which
Certificate of Conformance (CoC) along with test standards and test results from
NABL/ internationally accredited and government designated labs are acceptable,
should be clearly mentioned, so as to enable prospective vendors to obtain necessary
certifications for submission as part of RFP response or as part of FET, as applicable.
In such cases, RFP shall indicate the CoC format (where applicable) which is required
to be submitted along with technical bids for validating CoC.
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(©) Cases where either FET in total, or parts thereof are not envisaged, the same
should be stated upfront in the Trial Methodology.

46. Quality Assurance (QA) Aspects. QA agencies will formulate specific QA
Instructions and technical evaluation plan, as per relevant tests mentioned in standards like
JSS 55555 and the same will form part of the RFP. The following issues will be clearly stated
as part of the QAP:-

(a) QA Parameters where vendor certification, certification from accredited labs
and trials by simulation are accepted will be given out in the QA Instructions.

(b) For technical trials by QA agencies, the vendor will arrange for requisite test
facilities at OEM premises/accredited laboratories/facilities for conduct of static and
dynamic testing of armament stores for establishing conformance. The successful
bidder would also be required to provide those test facilities at OEM
premises/accredited laboratories for quality assurance, which are not available with
QA agencies. Details of the same will be intimated to the bidder during finalisation of
ATP in Technical Trials.

(©) Details Related to Acceptance Test Procedure (ATP). The QA Instructions,
as part of the RFP, will clearly specify indicative reference for number of samples for
destructive tests planned to be carried out during Acceptance Tests, which will be
provided at the Seller’s cost, over and above the quantities to be delivered. These
would include missiles/ammunition to check proof firing, assemblies/sub-assemblies

for destructive test etc, required to assure quality and reliability of the equipment. In
case, additional quantities than those mentioned in the RFP, are required by QA
agencies during ATP, the same will be provided for by the vendor at the Buyer’s cost.
The RFP will accordingly inform vendors to submit draft ATP, as applicable, along
with their Technical Bid or at least one month before commencement of FET. Based
on the draft ATP, ATP will be finalised by the QA agency with vendor along with
SHQ/User representative during Technical Trials (QA and Environmental Testing). In
cases where no FET is to be conducted, ATP will be finalised at the CNC stage. ATP
shall be included in the contract at the time of finalisation with successful bidder and
will lay down the tests to be carried out during Pre Dispatch Inspection (PDI) and
Joint Receipt Inspection (JRI). It will be ensured that there are no repetitions of QA
tests in PDI and JRI. JRI should normally be restricted to quantitative checks only,
except where check proof is required to be carried out. SHQ, along with QA agencies,
should ensure that only necessary tests are undertaken during PDI/JRI and not the
complete parameters as evaluated during FET. In case PDI/JRI are planned to be
conducted by authorised Third Party Inspection (TPI) Agencies, the same will be spelt
out in the QA Instructions and details included in the finalised ATP.

(d) Details of Authority Holding Sealed Particulars (AHSP). The QA
Instructions will also give out the details of the nominated AHSP and time for handing
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over required particulars to the AHSP, if applicable and should not delay the
acceptance inspection due to AHSP issues. In case the acceptance is delayed beyond
15 days, the total period of delay will be excluded from the delivery period of the
vendor.

(e) In case, the procurement is being done for more than one service, the QA of
the lead service will be responsible for all QA aspects for the entire case, to include

PDI and JRI for the entire quantities.

Transfer of Technology (ToT)

47. In cases where ToT is being sought, SHQ, in consultation with nominated Public
Sector PA/DRDO (private sector PA) and other stakeholders as applicable, would prepare
detailed ToT requirements, as applicable, for inclusion in RFP as follows:-

(a) Technologies to be acquired along with the range and depth of ToT to cover
technology for design/development and manufacture of systems, sub-systems,
assemblies, components, materials etc by Indian ToT partner as well as for repair,
overhaul, besides production from Completely Knocked Down (CKD)/Semi Knocked
Down (SKD) kits, production from raw material and component level. Care should be
taken that the RFP clearly brings out the verifiable scope of range and depth of ToT
required. Aspects to be included in the RFP are given at Appendix G to Schedule I.

(b) Minimum threshold of Indigenous Content (IC) to be achieved in the Project.
Vendors will be asked to furnish an ‘Indigenisation Plan’ indicating proposed stage
wise IC.

(c) Setting up indigenous eco-system for manufacturing of major equipment,
systems, sub-systems, assemblies, components, spares, materials, etc.

(d) Making Indian ToT partner as a global/regional hub for manufacturing
systems, sub-systems, assemblies, components, spares, materials, etc of the main
equipment.

(e) Tier I/IVIII/IV suppliers of the OEM to either set-up indigenous manufacturing
facility or enter into Joint Venture with Indian companies to progressively
manufacture their equipment, systems, sub-systems, assemblies, components, spares,
materials etc in India.

Note. AoN according authority may choose to incentivise enhanced ToT or IC, on
case to case basis. Details of such proposals are to be included in the SoC, at the time
of seeking AoN, and the Incentivisation model is to be incorporated in the RFP.
Incentive will only be payable post proper verification of enhanced ToT/IC. If such
incentivisation is proposed to be included in L-1 determination, suitable penalties for
failure to deliver enhanced ToT or IC, must be defined upfront in RFP and Contract.
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ToT For Maintenance Infrastructure

48. For Buy & Make (Indian) and Buy (Global) category cases, the provision of ToT to an
Indian vendor for setting-up maintenance infrastructure would be approved by AoN
according authority. The RFP would spell out specific requirements of ToT for Maintenance
Infrastructure covering all/any of the following aspects:-

(a) Ensure Indian entity is able to support operation and deployment of the
platform/equipment on sustainable basis.

(b) Ensure Indian entity is self-sustainable to provide ‘Intermediate’, ‘Depot’ and
‘Overhaul’ level repairs, maintenance and upgrade for entire life cycle of equipment.

(c) Set-up requisite test facilities/infrastructure for undertaking testing/
certification for the entire life cycle of the equipment.

(d) Set-up an ecosystem for manufacture of sub-systems, assemblies, components,
spares, materials, etc, in India.

(e) Make India, a regional/global hub for MRO for the Platform/equipment.

49. Spares, repairs and services support required from vendor for ToT to Indian entity
would be implemented under long term contract. The proposal for Maintenance Transfer of
Technology (MToT) shall also include Active Obsolescence Management through Life
Cycle Support of the equipment including upgradation of system/subsystem/components on
completion of its fair service life.

50. Indian Entity. The Indian entity could be a Government agency such as
entities like OFB/ Army Base Workshops /Naval Dockyards/Naval Aircraft Yards/ Base
Repair Depots of Air Force/DPSUs/ other Govt agencies or Indian Private Vendor. In case it
i1s a Government agency, this entity would be identified and would be included in the SoC
submitted to the AoN according authority for accord of AoN. Existing technical
arrangements if any, of the foreign OEMs with Indian industry, may be taken cognisance of.
In case MToT is being transferred to Indian private firms, the AoN according authority may
permit foreign vendors to partner a suitable Indian industry of their choice. Wherever
required, the broad eligibility criteria for selection of Indian private firms as MToT partner
may also be included in the RFP.

Product Support

51.  To sustain and support platform/equipment through its operational life cycle, SHQ
will ensure that Product Support requirements for atleast 3 to 5 years beyond the warranty
period will be procured along with the main equipment. Foreign OEM (FOEM) may utilise
their “wholly owned in-country entity’ to provide the desired product support without dilution



40

of the Seller’s obligation to execute contracted liabilities. The equipment could be provided
product support through any one or combination of the following details which are elucidated
in subsequent paragraphs and details given at Appendix F of this Chapter:-

(a) Engineering Support Package (ESP).

(b) Annual Maintenance Contract (AMC).

(©) Comprehensive Maintenance Contract (CMC).
(d) Life Cycle Support Contract (LCSC).

(e) Performance Based Logistics (PBL).

RFP Vetting And Issue

52.

The procedure for RFP vetting and issue will be as follows:-

(a) Preparation of Draft RFP. All activities internal to SHQ for
preparation of RFP, which includes consultation with all agencies concerned such as
Procurement and Maintenance directorates at SHQ, QA agencies, DRDO etc. would
be completed prior to consideration of the case by AoN according authority. All issues
identified after internal vetting of draft RFP at SHQ, which merit incorporation, will
be included for consideration in the SoC for accord of AoN.

(b) Comments on Draft RFP. Concurrent to circulation of SoC being
fielded to the AoN according authority, copies of draft RFP will be forwarded by SHQ
to concerned JS & AM, ADG Acquisition Technical and FM for the non-delegated
power cases, and ADG Acquisition Technical and IFA (Capital)/ PIFA for delegated
power cases along with other stakeholders. Observations, if any, will be intimated to
the SHQ within four weeks, based on which the draft RFP will be amended
accordingly. SHQ may also interact with vendors/industry at the draft RFP stage, so

that in case any changes are felt necessary, these are incorporated prior to issuance of
RFP.

(c) Collegiate Vetting and Approval. Single stage collegiate vetting of RFP
and finalisation of Vendor List will be done after the accord of AoN in a RFP Vetting
Collegiate comprising of JS & AM, ADG Acquisition Technical, FM, representatives
of SHQ and QA agency in non-delegated power cases, and representatives of ADGs
Acquisition Technical, SHQ, QA agency and IFA(Capital) in all delegated power
cases. Advisor/Director (Cost) will be member of the RFP Collegiate Vetting of non-
delegated/delegated power cases respectively. Post the Collegiate Vetting, the draft
RFP, duly amended, will be forwarded for approval of DG (Acquisition)/CISC
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/VNCOAS/VCNS/DCAS/DGICG (as applicable) along with the minutes of the
collegiate meetings through respective ADG Acquisition Technical.

(d) Issue of RFP. Post approval, RFP in all cases will be issued by the
respective ADG Acquisition Technical. No addition to the vendors list would be
allowed after issue of the RFP.

53. Pre Bid Queries and Bid Submission. Twelve weeks from date of issue of RFP,
will normally be given to the vendors for submission of bids. However, in nominated SVC
and Repeat Order/Option Clause cases, the time for submission of bids will not be more than
eight weeks. Consequent to the issue of RFP, a number of queries relating to the RFP may be

raised 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 by the due
date. Pre-bid meeting(s) of all the vendors would be conducted by the User Directorate along
with representatives from Procurement Directorate of SHQ, representatives of Defence Offset
Management Wing (DOMW) for Offset matters, representatives of PA for ToT/MToT
matters, representatives of trial agencies for trial methodology related issues, representatives
of JS & AM, ADG Acquisition Technical and FM (for non-delegated cases)/IFA(Capital) (for
delegated power cases). The clarifications should be processed by the SHQ and be given in
writing to all the vendors by the concerned ADG Acquisition Technical preferably within
three weeks of the pre-bid meeting. In case a need arises to modify the RFP owing to
typographical errors, the amendment will be issued after due approval of the DG(Acquisition)
for non-delegated cases and CISC/VCOAS/VCNS/DCAS/DGICG in delegated power cases.
In all other cases, amendments to the RFP may be issued after approval of AoN according
authority, provided that the change does not put any vendor at a disadvantage. Copies of such
amendment/modification would be simultaneously sent to all vendors to whom RFP has been
issued. After such amendments, the time and date of submission bids may also be extended
suitably, with the approval of the AoN according authority/DG(Acquisition)/CISC /VCOAS
/VCNS/DCAS/DGICG, as the case may be.

Offer Opening

54. Offer Opening Committee. In cases of Techno Commercial RFP, the bids
received will be opened on the notified date & time by the Offer Opening Committee chaired
by the ADG Acquisition Technical/SHQ, in the presence of the bidders or their authorised
representatives, as may choose to be present. The Committee will open the envelope
containing the sealed technical and commercial offers. The technical offers will be opened by
the committee and sent to SHQ for evaluation by a Technical Evaluation Committee (TEC)
and the unopened sealed commercial offers will be sent to the AM/SHQ. In cases where only
a Commercial RFP has been issued, the Offer Opening Committee will forward the Technical
Compliance received from the vendor(s) to the SHQ for confirming the same. SHQ will
forward the confirmation or otherwise to the technical compliance within one week to the
Chairman of the CNC. Offers which do not conform to the prescribed procedure for

submission of offers or are not accompanied with all requisite documents, as laid down in
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Schedule I of Chapter II or which are received after the scheduled time for submission of
offers or unsolicited offers i.e. other than those vendors to whom a RFP has been issued, will
not be accepted.

55. Single Vendor Situation.  In multiple vendor cases, if a single bid is received at
the bid submission stage, SHQ may proceed with the process and complete the TEC without
retracting the RFP. Such cases will be referred directly to the AoN according authority within

four weeks from the acceptance of the Technical Evaluation Committee (TEC) report. In case
it is concluded that any change in SQRs would not meet the operational requirements of the
Service; or any change in other conditions of the RFP is unlikely to increase the vendor base;
or it may inordinately delay the procurement, then the case may be progressed with the
approval of AoN according authority, provided the vendor agrees to hold the original
commercial bid till completion of the procurement process. In such single vendor situation,
efforts should be made to complete the acquisition process before expiry of original validity
of commercial bid.

56.  Buy and Make (Indian) Cases. In case of ‘Buy and Make (Indian)’ category,
situations may arise in which all bids submitted by Indian vendors, indicate a collaboration
with a single foreign vendor. Such cases have to be discussed and deliberated by the AoN
according authority and if it is concluded that there is no scope for change in SQRs and other
conditions of the RFP; and that retraction and reissue of RFP is not likely to increase the
vendor base, then the case may be progressed with the approval of the AoN according
authority.

57. Extension of Time for Submission of Bids. No extension of time will be
provided under normal circumstances. However, situations may arise in which it may be
appropriate to extend the time allowed for submission of offers. If an extension is being
sought by the vendor, the request with justification must be received by the ADG Acquisition
Technical/SHQ concerned from the vendor at least two weeks prior to bid submission date,
failing which such requests may not be entertained. Extension of upto four weeks could be
given by SHQ and the approval for further extension has to be sought from the DG
(Acquisition)/CISC/VCOAS/VCNS/DCAS/DGICG  as  per applicability of Non
Delegated/Delegated Power Cases.

Technical Evaluation Committee (TEC)

58. A TEC will be constituted by the SHQ for evaluation of the technical bids received in
response to the RFP. The TEC will include representatives of the User Service, Maintenance
Agency and QA agency. Representative of FM (in non delegated cases) and PIFA/IFA
(Capital) (in delegated power cases) will also be part of the TEC to verify financial criteria as
laid down for Vendor Selection Criteria, if applicable. In addition, cases where ToT is
involved, TEC may also include representatives of PA nominated by AoN according authority
for absorption of ToT/ DRDO (in cases involving ToT or Indigenous design).
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59. Evaluation of Technical Offer. TEC  will examine the extent of
variations/differences, if any, in the characteristics of the equipment offered by various
vendors with reference to the QRs as given at Appendix A to Schedule I and prepare a
‘Compliance Statement’ short listing the equipment for trials/induction into service, as
applicable. TEC will also examine compliance of vendors to provisions of RFP as listed at
Appendix B to Schedule I. Non-compliance of vendors to any of the required provisions
would lead to rejection of the bid at this stage. Cases where ToT for maintenance

infrastructure to an Indian entity is sought, the TEC will examine the joint compliance of the
OEM and the Indian entity for establishing the required maintenance infrastructure as laid
down in the RFP. In cases where an OEM bids, along with other vendors supplying the same
product as that of the OEM, only the bid of the OEM will be accepted. However, in Buy
(Global) and Buy (Global - Manufacture in India) categories, Indian vendors offering FOEM
product will also be permitted to bid along with the FOEM.

60.  Vendor Interaction. The TEC may invite the vendors for

presentations/clarifications on technical issues. A technical offer, once submitted, should not
undergo subsequent material changes. However, minor variations which do not affect the
basic character/profile of the offer may be acceptable, under the following conditions:-

(a) To ensure fair play, an opportunity to revise minor technical details should be
accorded to all vendors in equal measure.

(b) No extra time to be given to any vendor to upgrade their product; except in
case of Essential Parameters-B.

(©) No dilution of SQR is carried out.
(d) Original commercial quote submitted earlier cannot be revised by the vendor.
61. Approval of TEC Report. TEC should be concluded within four weeks of

its constitution and its report submitted to the concerned procurement directorate in the SHQ.
Approval of the TEC Report will be done within the SHQ in all cases, except where any

vendor(s) is found non-compliant or cases involving ToT or cases with additional reward for
higher IC, wherein approval of DG (Acquisition)/CISC/VCOAS/VCNS/DCAS/DGICG for
non-delegated/delegated power cases respectively will be obtained through respective ADG
Acquisition Technical.

62. Single Vendor Situation.  In multi-vendor cases, a single vendor situation may
emerge post technical evaluation by TEC. The procurement process may be continued as
planned provided the vendor agrees not to revise the commercial bid, during the remaining
part of the acquisition process. SHQ will examine reasons for this single vendor situation,
record the same in their report and submit the report to the AoN according authority. In case it
is concluded that any change in SQRs would not meet the operational requirements of the
Services; or any change in other conditions of the RFP is unlikely to increase the vendor base,




44

or it may inordinately delay the procurement, then the case may be progressed with the
approval of the AoN according authority, provided the vendor agrees to hold the original
commercial bid till completion of the procurement process. In such situation, efforts should
be made to complete the acquisition process before expiry of original validity of commercial
bid.

63.  Sharing of Details of Technical Bid. To ensure timely completion of the trial

evaluation process, Certification of Conformance (CoC) along with test standards and test
results, graphs and accredited lab certifications and draft ATP submitted by vendor as part of
the Technical bid, where applicable, would be shared with representative(s) of QA and EMI/
EMC Evaluation agency at the commencement of the TEC. Respective trial agency, after
consultation with SHQ, would reserve the right to undertake random/sample test to validate
the CoC submitted by the vendor/OEM during FET.

Technical Offset Evaluation Committee (TOEC)

64. The Technical Offset Evaluation Committee (TOEC) will be constituted by the
concerned ADG Acquisition Technical with approval of the DG (Acquisition), wherever
applicable. The TOEC will be chaired by JS (DOMW) and will include representatives of the
SHQ, FM and DRDO. The Committee may also include experts as may be deemed necessary
with approval of the DG (Acquisition). The TOEC Report will be forwarded by the Chairman
to DG (Acquisition) for acceptance, through the concerned ADG Acquisition Technical.

Field Evaluation Trials (FET)

65.  FET for equipment of all TEC compliant vendors will be conducted by SHQ on the
basis of Trial Methodology given in the RFP. The conduct of trials will be based on the
principles of transparency, fairness, equal opportunities to all and meticulous attention to
details. Parameters evaluated at TEC stage, based on documents or certificates rendered by
accredited agencies, may not be included in the FET. Guidelines with regards to FET related
aspects are attached at Appendix G to this Chapter.

66. Conduct of FET.  FET will not be conducted as a process of elimination but with
an objective to nurture competition. The primary focus of the evaluation should, therefore, be
towards testing the equipment based on its anticipated employability. Wherever feasible, the
entire trials should be conducted simultaneously in order to save time. All efforts should be
made to get adequate pieces of the equipment, to allow concurrent trials, through the RFP.
All shortlisted vendors would be asked to provide their equipment for trials in India, except
when trials are to be conducted at vendor premises abroad. In cases where the trials are
planned abroad, approval of AoN according authority is to be sought at the time of seeking
AoN. FET would consist of all or any of the following trials:-

(a) User Trials.
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(b)  Technical Trials i.e. DGQA Evaluation including Environmental testing.

(©) Maintainability Evaluation Trials (MET).

(d) Electro Magnetic Compatibility (EMC)/Electro Magnetic Interference (EMI)
Evaluation.
(e) Secrecy Testing — where required.

67. Non Applicability of Trials. FET/NCNC Trials will not be applicable for
procurement cases where there is no prototype available for conduct of NCNC Trials as is the
case in acquisition/construction of Ships, Submarines, Yard Craft, Tugs, Ferry Craft and
Barges (only for capacity cleared yards). FET/NCNC Trials will also not be applicable for
simulators being built for the first time where there is no possibility of testing on a similar
existing simulator. However, Technical Evaluation and Delivery Acceptance Trials for these
will be carried out. Commercially Off-The-Shelf (COTS) equipment, meeting requisite
IS/BIS or equivalent certifications, may be accepted on the basis of vendor certification
without conduct of Technical, EMI-EMC and MET.

68. Simulation Based Trials. In cases where trials are not visualised or where field
evaluation is not feasible due to terrain, time or operational restrictions, there may be
possibility of conducting evaluation through computer simulations or documented historical
data of validation of the parameters produced by the vendor. In such cases, the exact scope of
the trials shall be included in the SoC while seeking the AoN. The AoN according authority
shall debate the scope of trials and approve suitable options, as applicable.

69. Trial Directive. SHQ, in consultation with TEC compliant vendors, will
formulate a detailed Trial Directive in conformity with the Trial Methodology given in the
RFP. “Trial directive will be issued within two weeks post approval of TEC report. The
Trial Directive must specify the fundamental points that need to be addressed for
validation of RFP parameters in terms of ‘Compliance cum Responsibility Matrix’.
Parameters not mentioned in the RFP will not be included in the Trial Directive and no
variation to the SQRs will be introduced in the compliance matrix. Responsibility for testing
each parameter must be fixed for a single agency. Trial Directive, would also list out exact
location and detailed trial schedule keeping in mind availability of the requisite
infrastructure (ranges/labs), asalso readiness of vendors. Parameters/tests acceptable by
certification through accredited labs will be clearly specified in the Trial Directive.
Respective trial agency, after consultation with SHQ, would however reserve the right to
undertake random/sample test to confirm the certified parameters. The nomination of the Trial
Wing/Team will also be done in the Trial Directive.

70. Trial Wings/Teams. SHQ should preferably setup Trial Wings at Training
Institutions/Establishments for their respective arms/services and trials should be conducted
under the aegis of these wings. However, where ever such establishments are not available, as
in cases of Navy and Air Force, SHQ may follow norms/procedures in vogue.
Representatives of QA agencies, EMI-EMC Cell and Maintainability Evaluation Trials

> Amendment issued vide Appendix A to MoD ID No 1(8)/D(Acq)/21 dated 11.11.2021.
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(where applicable) may be co-opted, based on requirement. Endeavours should, however, be
made by all Services to establish dedicated Trial Nodes at the earliest. In cases, where the
equipment is being procured for more than one Service, the Trial Team will have
representatives of each Service for whom equipment is being procured, headed by
representative from the Lead Service. For trials of equipment involving ToT, representative of
Production Agency (PA)/Development cum Production Partner (DcPP), may be included as
an Associate Member. In certain cases, SHQ may conduct concurrent trials by constituting a
Composite Trial Team (CTT), comprising of representatives of the User, QA agency,
Maintenance agency and EMI/EMC evaluating agency, in order to hasten the evaluation
process.

71. Multi-Disciplinary Technical Delegation (MDTD). In certain cases,
particularly in those involving integration of systems or sensitive equipment, there may be a
need to depute a MDTD for carrying out evaluation abroad and the same may be constituted
post approval of the AoN according authority. An Empowered Committee could also be

deputed along with MDTD for negotiation purposes. The delegation will have
representatives from the User service, Maintenance agency, QA agency and the concerned
ADG Acquisition Technical. In addition, JS & AM and FM or their representatives for non-
delegated cases and IFA (Capital) / PIFA for delegated power cases may be included in the
Empowered Committee.

72. Submission of Equipment Under Trial (EUT). Vendors will be asked to field the
desired number of units of the equipment/ weapon system for FET as per dates promulgated
in the Trial Directive. Vendor(s) failing to produce equipment by date decided in the Trial

Directive may be given a grace period of 30 days authorised by the concerned PSO at the
SHQ and additional grace period of up to 30 days approved by the
CISC/VCOAS/VCNS/DCAS/DGICG, on a case to case basis. Equal opportunity would be
provided to all vendors while granting such grace period. Vendors, who fail to produce the
EUT even after providing 60 days grace period would be asked to explain reasons for the
same and in case these are found satisfactory by SHQ, case for granting grace period beyond
60 days would be processed by SHQ for approval of DG (Acquisition). To prevent deliberate
delays in fielding the equipment by the vendor(s), the Trial Directive may include a provision
of disqualifying vendors who fail to position the equipment on time. EUT not fielded at the
start of trials would not be considered at a later point of time. In an eventuality where only
one vendor has submitted the equipment, the case may be progressed as Resultant Single
Vendor after approval of the AoN according authority. (Also refer to Paragraph 43 above)

73. Joint Trials. Single OEM equipment being fielded by multiple Indian vendors may
have joint trials if two or more Indian vendors so desire. Indian vendors who agree to field
the equipment jointly may do so after providing an undertaking that they will accept the trial
results.

74.  User Trials. Trials will be conducted only pertaining to conditions where the
equipment is most likely to be deployed. In other conditions where the probability of
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deployment is not high, appropriate vendor certifications confirming the functional
effectiveness under such conditions may be obtained and simulations based testing may be
resorted to wherever applicable. Equipment fielded may require repairs/modifications during
the course of trials and these in situ servicing, repair, maintenance actions or modifications as
requested by the vendor will be permitted. Towards this, vendors shall be adequately
informed and advised at the pre trial stage itself so that they can ensure availability of
requisite maintenance teams/ experts on site during the conduct of trials. SHQ may also
accord permission for trial equipment to move out of the trial location for a defined period for
such repairs or modifications on a case to case basis. In Single Vendor Cases, permission for
the above may be permitted by the OIC Trials itself.

75. Technical Trials. Technical trials will be conducted by QA agency to assess
conformance to the quality requirements, standards and specifications. As far as possible,
physical evaluation and environmental tests will only be carried out for critical parameters
and other parameters will be evaluated based on vendor certification duly supported by
certification by NABL accredited laboratories/internationally recognised laboratories. The
same will be clearly spelt out in the Trial Directive. Towards this, vendor will submit the
technical documentation and draft ATP as part of technical bid or at least one month before
commencement of FET. QA Agency will finalise the ATP in respect of all participating

vendors during Technical Trials.

76. Maintainability Evaluation Trials (MET). MET to address maintenance,
repair and spares support aspects of acquisition should preferably be undertaken through the
OEM documentation concurrent to the User Trials. Only essential tests focussing towards
establishing maintainability should be carried out to establish adequacy of maintenance tools,
test equipment and spares utilisation. Actual stripping of the equipment should only be
undertaken where considered of absolute necessity by the User. Failure in MET should,
preferably, not be criteria for rejection and the Vendor will be given a maximum of two
additional opportunities to ensure compliance within a definite period of time including
certification by vendor for submission at delivery/FoPM stage, failing which such vendor
would be non-compliant.

77.  EMC/EMI Evaluation. EMC/ EMI Evaluation would be carried out by
designated testing centers like Army Center for Electromagnetics (ACE), Mhow etc. based on
desired standards as given out in the Trial Directive. In most cases, evaluation of only those
parameters having direct bearing on the operational employability of the equipment should be
carried out and certification of accredited labs may be accepted for the remainder parameters.

78. Validation at Vendor Premises Abroad. It may emerge during the process of
trials in India that certain validations need to be carried out abroad at the vendor premises
owing to export restrictions, security related issues, availability of testing infrastructure/
platforms or such like reasons. SHQ will seek permission for conduct of such validations to
be carried out abroad from the DG (Acquisition) for non-delegated cases and
CISC/VCOAS/VCNS/DCAS/DGICG for delegated cases.
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79.  Debriefing of Vendors. After each stage of the trials, a debriefing of all the
vendors would be carried out by the evaluating agency with regards to the performance of
their equipment. Compliance or otherwise, vis-a-vis parameters listed in the trial directive,
would be specifically communicated to all the vendors at the trial location itself. It would
also be ensured that all verbal communication with the vendors is confirmed in writing within
a week and all such correspondences are recorded and documented.

80. Trial Report. Trial Reports submitted by all evaluating agencies must give
unambiguous Compliance / Non-Compliance to RFP parameters evaluated by that Agency. It
will be ensured that comments and recommendations are restricted to RFP parameters only.

81. Confirmatory Trials. On completion of all trials, when no equipment has
fully met all the RFP parameters, but there is reason to believe, that vendors would be able to
quickly overcome the drawbacks noticed, confirmatory trials may be conducted by the SHQ.
In multi vendor cases, confirmatory trials will be conducted with the approval of concerned
PSO at SHQ. However, in Single Vendor cases, the OIC Trials will be authorised to order
confirmatory trials in specified time period. A separate Trial Directive will be issued for
conduct of confirmatory trials which must be specific about what needs to be checked.
Vendors may be permitted to take the equipment to their premises for repairs / modifications,
prior to fielding it in the confirmatory trials. Vendors could also be permitted to field a new
piece of equipment for confirmatory trials within a stipulated time, on a case to case basis. In
cases where modification undertaken by the vendor affects results of other parameters, these
affected parameters will also need to be re-evaluated.

82. Overseeing of Trials. In order to provide timely guidance to trial teams in
overcoming impediments encountered, SHQ will depute suitable representatives, associated
with preparation of Trial Methodology/Directive, to oversee the trials. In addition, the
Officer-in-Charge or a senior member of the Trial Team may also be called to SHQ for
central briefing, to better understand the scope and extent of the trials. Representative of the
concerned ADG Acquisition Technical may also oversee the FET as observers.

83. Timelines.  The Trial Methodology should ensure that FET is completed within a
standard time period of 16 to 24 weeks (additional 12 weeks for winter trials). However, SHQ
may seek additional time during accord of AoN owing to nature and scope of the trials. In
case of delay, SHQ will update the under mentioned authorities as follows: -

(a) DG (Acquisition) (for non-delegated cases) - for slippage beyond six months

(b) CISC/VCOAS/VCNS/DCAS/DGICG - for slippage beyond six months
(for delegated cases)

(c) AoN According authority - for slippage beyond 12 months
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84. Benchmark Models Committee.  On receipt of Trial Report by SHQ, concurrent
benchmarking will be carried out by a Benchmark Models Committee headed by the Advisor
(Cost)/Director (Cost) in non-delegated/delegated cases respectively and representatives of
concerned SHQ Directorates, as per guidelines issued by Principal Advisor (Cost) and as
amended from time to time. This process will be automatically undertaken once SHQ informs
Advisor (Cost) /Director (Cost) about receipt of Trial Report. Along with this information,
SHQ will also provide Advisor (Cost) /Director (Cost) with details of representatives of SHQ
Directorates nominated as members of the concerned Benchmark Models Committee. The
recommendations of the Benchmark Models Committee may be accepted as such/deliberated
upon by the CNC post approval of GS Evaluation and promulgation of CNC. Till then, the
Benchmark Models Committee benchmark models and costing data will be kept in a sealed
cover with the Chairman, CNC.

85. Costing Committee for DPSUs/OFB. In cases where DPSU/OFB equipment is
being procured in a Single Vendor Case or as BNE, on recommendations of the CNC, a
Costing Committee constituted by DDP will price the DPSU/OFB equipment post successful
completion of trials and forward the same to the concerned AM /SHQ chairing the CNC.
Such pricing by the Costing Committee shall take into account economies of scales and shall

have validity of three years from its date of promulgation and such price may be adopted by
the CNC. The CNC may not furnish reasonability of cost certificate for such DPSU/OFB
items.

86. Costing Committee for JVs Through IGAs. In cases where procurement is
undertaken from a Joint Venture between an Indian DPSU/OFB/ DRDO and a Foreign/
Domestic Entity, formed on the basis of an IGA or otherwise, nominated as Single Vendor, a
Committee constituted based on the approval of DG(Acquisition), may be tasked to carry out
fixation of reasonable price for basic version of the product being procured. It will be
incumbent upon the JV to share its Costing data with the Costing Committee, as and when
requested. The Costing Committee will submit its report to the DG (Acquisition) in these
cases and the CNC will establish reasonability of the overall cost.

Staff Evaluation

87.  Approval of GS Evaluation. The Staff Evaluation will analyse the field
evaluation results and shortlist the equipment recommended for introduction into Service.
Approval of the GS Evaluation will be done within the SHQ in all cases, except where any
vendor(s) is found non-compliant or cases involving ToT or cases with additional reward for
higher IC, wherein approval of DG (Acquisition)/CISC/VCOAS/VCNS/DCAS/DGICG for
non-delegated/delegated power cases respectively will be obtained through respective ADG
Acquisition Technical, prior to progressing the case further. Issues, if any, raised by the ADG
Acquisition Technical on the Staff Evaluation Report, should be addressed in a collegiate
manner within the SHQ. After due examination, the ADG Acquisition Technical will submit
the report to the DG (Acquisition)/CISC/VCOAS/VCNS/DCAS/DGICG for non-delegated
and delegated power cases respectively, with recommendations for acceptance or otherwise.
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In case no vendor meets the SQRs in the FET, then the case would be foreclosed and RFP
retracted on approval of DG (Acquisition)/CISC/VCOAS/VCNS/DCAS/DGICG for non-
delegated/delegated power cases through respective ADG Acquisition Technical.

88. Cases, in which bids have been submitted by more than one bidder in a competitive
manner and the Staff Evaluation shortlists only one equipment for ‘Introduction into service’,
would not be considered as a single vendor situation. In these cases, the commercial bids
were submitted in an open competition before the trials and the vendors were not aware of a
single bidder getting approved after the trials.

Technical Oversight Committee

89. It is expected that oversight should be part of the normal process of higher level
approvals within SHQ/ Acquisition Wing. TOC, when constituted, must provide expert
oversight over the technical evaluation process. The DG (Acquisition) may constitute a TOC
for acquisition cases in excess of ¥ 300 crores and for any other case recommended by the
Defence Secretary/DPB/DAC. Technical Oversight through a special committee would be
resorted to in multivendor cases where a complaint has been received and not for Single
Vendor Cases and cases where only DPSU(s)/OFB are participating. The TOC will comprise
of a Convener nominated by the lead SHQ of the rank of Major General/equivalent and one
member each from two sister services other than the lead agency of the rank of
Brigadier/equivalent. Members nominated should have adequate seniority and experience and
should not have been involved with that acquisition case, in any capacity in the past. The
TOC will be tasked to verify whether prescribed procedure has been followed in the
procurement case. The TOC will also review and bring out the status of a grievance or
complaint, if any existing at this stage, pertaining to acquisition scheme and will have to give
its observations and recommendations, based on a majority decision, within 30 days, which
may be extended by a maximum period of 30 days, with the consent of the DG(Acquisition).
ADG Acquisition Technical of the Acquisition Wing will provide the Secretarial support to
the TOC and ensure availability of all inputs from DDP/Acquisition Wing, Def (Fin) and
SHQ to the TOC. The SHQ will clarify any queries raised by the TOC. The TOC report will
be submitted to the Defence Secretary for approval. In case of complaints, cases may be
referred to the nominated Independent Expert Monitors (IEMs) by the Acquisition Wing/any
other department of the MoD or initiated suo-moto by the vendors/any other agency. Post
analysis, the [EMs report will be submitted to the Acquisition Wing. All reports opined by the
IEMs as vexatious or frivolous or lacking cogent evidence will be put up for acceptance of
the Defence Secretary. IEM Reports which ascertain genuineness of the complaint and
recommend that cognisance of the complaint/action be taken, the same will be forwarded to
the Raksha Mantri for acceptance.

Intimation to Vendors

90. The ADGs Acquisition Technical would provide intimation to all participating
vendors about their respective status post acceptance of TEC/Staff Evaluation/Technical
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Oversight Committee Report (if TOC is held). Intimation to vendors with regard to Trials will
be done by the conducting SHQ.

Procurement of Already Inducted Equipment

91. To enhance standardisation and reduce inventory cost, as also training effort, Services
may opt to procure equipment/systems/platforms already inducted into Service through the
original OEM/vendors. These cases would not be construed as ab-initio Single Vendor Case
and could be on basis of ‘Option Clause’, ‘Repeat Order’ or ‘Upgrade’ cases. These would be
fielded directly to the AoN according authority, depending upon the financial value of the
case.

93 91A. Option Clause. Where only part quantity of an equipment is being
procured, SHQ may built-in provision for an ‘Option Clause’ in the main contract to procure
additional equipment, spares, facilities or services, till last delivery of the main equipment, as
per the cost, terms and conditions set out in the original contract. Such cases would be
included in the SoC, at the time of seeking AoN for the initial procurement. While exercising
the Option Clause, SHQ will examine the viability of the same viz-a-viz fresh procurement
and the same will be endorsed in the SoC for seeking AoN for the same. All terms and
conditions of the original contract will apply to the case in which Option Clause is being
exercised. Price Variation Clause, FERV etc, if applicable and included in the original
Contract, will also be applicable for Option Clause Contract. For arriving at prices payable,
the Price Variation will be applied on the Base Contract price of the original Contract with the
month and year of Effective date of Contract (T¢) as Base Level Indices.

92. Repeat Order. For equipment/systems/platforms already inducted into
service/contracted by DPSUs and PSUs including Shipyards, it may be necessary to go back
to the OEM/vendors for placing Repeat Orders. AoN for Repeat Orders must be obtained
within five years of date of completion of warranty on final delivery against the previous
contract. In such cases it may be ensured that as far as possible the SQRs of the equipment
are as per the previous order. Repeat Order cases would not be construed as Single Vendor
Cases. Repeat Order would generally be limited to quantity not exceeding 100% of the
original contract. Specific approval of DPB (in acquisition cases up to ¥ 500 Crores) or DAC
(in acquisition cases excess of I 500 Crores) as the case may be, would be obtained for
Repeat Order of quantity exceeding 100% of the original order quantities. Repeat Order
cases may fall under any of the following categories:-

@ Additional Quantities. This may be necessitated to make up for
deficiency in the existing scaling or to cater for the requirements due to new
Raisings/War Wastage Reserves (WWR)/Sector Stores.

(b) Replacement Equipment. This may be necessitated due to equipment
declared ‘Beyond Economical Repairs’ (BER) or damages or loss to the earlier
equipment by way of accidents/natural calamities or such like reasons.
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(©) Major-assemblies/sub-assemblies/Special Maintenance Tools (SMT)/Special
Test Equipment (STE)/maintenance/integration of Buyer Furnished Equipment (BFE).

(d) Spares for All Levels 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.

93. Repeat Order of Other Services/Agencies. If equipment proposed to be
procured has already been procured by a sister Service, Border Roads Organisation (BRO),
other MoD agencies, other Government agencies (i.e. DPSUs/ PSUs including shipyards),
Paragraph Military Forces (PMF), ARC/NTRO, Central Armed Police Forces (CAPF) or any
other Law Enforcement agency, after following due process, then such cases would be treated
as Repeat Order.

94.  Repeat Order with Change in SORs. Repeat Order cases, related to
obsolescence management and product/technology improvement involving changes in SQRs,
may be accorded approval by the DAC.

95. Upgrades. Due to constant changes in technology, various weapons, equipment,
etc. which are already in service, may need to be upgraded/refurbished/modified/overhauled
to incorporate advancements in technology. All cases, where an upgrade to an in Service
weapon system/equipment is being planned through the OEM/Vendor (view proprietary
equipment or where the OEM/Vendor is offering to upgrade the same equipment as part of
Life-Cycle Support, etc), will also follow the ‘Repeat Order’ procedure.

96.  Validation Trials. In cases of ‘Option Clause’ and ‘Repeat Order’, generally no
FET would be conducted and only a commercial RFP would be issued to the vendor.
However, limited Validation trials for cases involving changes to SQRs/upgrades may be
conducted after including the same in the SoC while seeking AoN.

Contract Negotiation Committee (CNC)

97. Constitution. The CNC will be constituted after the TEC/Staff
Evaluation/TOC report, as applicable, has been accepted. CNCs in Non Delegated cases will
be chaired by the respective AMs, while Delegated Power cases upto ¥ 150 crores will be
chaired by a Brigadier or equivalent officer of the SHQ and cases above ¥ 150 crores to 300
crores will be chaired by a Major General or equivalent officer of the SHQ. In cases where
there is no FET, the CNC would be constituted within a week of acceptance of TEC Report
by the competent authority. The standard composition of the CNC is as indicated at Appendix
H to this Chapter. Suitable technical member(s) may be co-opted by the Chairman to
negotiate Life Cycle Support Contract (where applicable), along with the Main Contract. Any
change in the composition of the CNC may be effected with the approval of DG
(Acquisition) and CISC/VCOAS/VCNS/DCAS/DGICG for non-delegated and delegated
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power cases respectively. 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 RM. Organisations/agencies concerned 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.

98.  Benchmarking. In all cases, CNC will deliberate/accept recommendations of
the Benchmark Models Committee and establish reasonability of the benchmarked price, in

an internal meeting before opening the commercial offer. Wherever necessary, additional
inputs from other sources may be obtained by the CNC. In cases where no field evaluation is
to be undertaken or there has been oversight in constituting a Benchmark Models Committee
earlier or proceedings of the Benchmark Models Committee have not been completed, the
entire benchmarking activity will be undertaken by the CNC itself. In cases where
DPSU/OFB equipment has been already priced by the Costing Committee constituted under
DDP for Pricing of DPSU/OFB equipment, such price may be adopted by the CNC and the
CNC may not furnish reasonability of cost certificate for such DPSU/OFB items.

99.  Revision of Commercial Bid. In cases where the PVC is not applicable,
situations would arise when the validity of the commercial offers submitted by vendors

expire before acceptance of Staff Evaluation. In such cases, vendors would be given an
option to either extend the validity of the commercial offer for a specified period (the period
to be decided in consultation with SHQ) or to submit fresh commercial proposals except in
cases where the same is not permitted. For cases where vendors want to submit fresh
commercial proposal, their old proposals would be returned unopened to them by the
respective AM/SHQ.

100. Opening of Commercial Bids. The sealed commercial bids of the compliant
vendors will be opened by the CNC at a predetermined date and time, previously intimated to
these vendors. Such vendors or their authorised representatives will be permitted to be
present during the opening of the commercial bids. The bids of the compliant vendors shall
be read out to all members present and signed by all members of the CNC.

101. Preparation of Compliance Statement. @ The CNC will prepare a ‘Compliance
Statement’ incorporating the commercial terms offered in the RFP and those 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), Life
Cycle Support etc.

102. Comparative Statement of Tenders (CST) and Declaration of L.1 Vendor. The
CNC would prepare a CST for evaluating the offers and determine the lowest acceptable offer
(L1 Vendor). Declaration of the L1 Vendor will be done by the CNC at a predetermined date
and time, previously intimated to these vendors. Such vendors or their authorised
representatives will be permitted to be present during the opening of the commercial bids.
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103. Negotiations with L.1 Vendor. The RFP in multi-vendor cases should clearly

lay down that no price negotiations would be carried out with the L1 vendor once the
reasonability of the price quoted by the vendor is established. Once the commercial offers are
opened and the price of the vendor is found to be within the benchmarked price, there should
be no need to carry out any further price negotiations.

104. Negotiations with L.2 Vendor. If the bidder, whose bid has been found to be the
lowest evaluated bid withdraws or whose bid has been accepted, fails to sign the procurement

contract as may be required, or fails to provide the security as may be required for the
performance of the contract or otherwise withdraws from the procurement process, the
Procuring Entity shall cancel the procurement process. Provided that the Procuring Entity, on
being satisfied that it is not a case of cartelization and the integrity of the procurement
process has been maintained, may, for cogent reasons to be recorded in writing, offer the next
successful bidder an opportunity to match the financial bid/negotiated price of the first
successful bidder, and if the offer is accepted, award the contract to the next successful bidder
at the financial bid/negotiated price of the first successful bidder, subject to reasonability of
the price bid being established by the CNC.

105. Negotiations in Cases of Splitting of Source of Supply. In cases, where specific

approval has been taken in the AoN to have more than one source of supply, ratio of splitting
the supply will be pre disclosed in the RFP and negotiations will be done with both the L1
and L2 vendor, provided the L2 vendor agrees to accept the price and terms and conditions
quoted by/negotiated with the L1 vendor.

106. Previously Contracted Cases. Cases in which contracts have earlier 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 endeavour
should be to conclude the CNC early so that the operational/urgent requirement of the
indenting Service is met in a time-bound manner. For certain category of items, where orders
have been placed in the past or involves invoking of the Option Clause, there could be
downward trend 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.

107. Cases Involving Buyer Nominated Equipment (BNE). In cases where BNE is
being procured from a common single source, whether OFB, DPSU or private vendor, the
commercial bid will clearly indicate the cost of BNE as quoted by DPSU/OFB/private
vendor, with documentary proof. The scope of BNE cost indicated shall include the basic cost
of the Main Equipment and OEM Training, Training Aggregates, Documentation, SMT/STE,
Freight and MRLS as applicable/as indicated in the RFP, which are exclusively sourced from
the nominated vendor (OEM). L1 in such cases will be determined after deducting the cost of
the DPSU/OFB/private vendor supplied BNE, from the total cost quoted by the vendor.
However, payment will be made to the vendor after adding the actual cost of BNE, at the time
of purchase from DPSU/OFB/private vendor, to the L1 cost determined as mentioned above;
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the cost of equipment supplied by DPSUOFB/private vendor will be considered minus GST
and other taxes and duties. This provision is applicable only in cases where the BNE has to be
procured from a common single source, whether DPSU, OFB or private vendor and BNE rate
in such cases would also be separately negotiated with the nominated BNE vendor. If the
number of single vendor BNE items is large, the RFP Collegiate may restrict the list of items
to be excluded from L1 determination, based on the total cost of each item and its impact on
L1 determination and included in the RFP accordingly.

108.  Offer of Latest Specifications at CNC Stage. In cases, owing to longer
gestation time, the L1 vendor may offer latest specifications for obsolescence management of
the equipment at no additional cost, at the CNC stage. The CNC will be empowered to
negotiate and recommend acceptance of the same to the CFA provided all parameters are met.
Limited Validation may accordingly be carried out in these cases by the SHQ on the FoPM
before grant of BPC.

109. Maintenance ToT Contract. 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.

110. Life Cycle Support Contract (LCSC). The CNC would also negotiate the terms
of Life Cycle Support Contract along with the Main Contract, where applicable, and would
finalise the following with the L1 vendor:-

(a) Assured supply of information on product/technological improvement,
modifications and upgrades.

(b) Obsolescence management and life time purchases.

(©) An illustrated spares price catalogue with base price and pricing mechanism
for long term.

(d) LCSC would be signed along with the Main Contract and would clearly
stipulate the obligations of vendor towards provisioning Life Cycle Support for the
equipment.

111.  Acceptance Test Procedure (ATP). ATP for the equipment of L1 vendor
finalised during the Technical Trials will be submitted during the process of the CNC and
included in the draft contract. Details of the Third Party Inspection(TPI) by authorised
agencies, if applicable, for PDI/JRI will also be finalised in the ATP.(Also refer to Paragraph
46 above)

112.  CNC Report. The CNC will document the selection of vendor using a formal
written recommendation report addressed to the relevant approval authority. It should
comprehensively elaborate the method of evaluation and the rationale for the selection made.
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Vetting of the Draft Contract may commence once the L1 vendor is declared. The CNC will
finalise the Draft Contract before seeking CFA approval taking into consideration any other
issues that may arise during the course of CNC. The CNC report should also contain the
Draft Contract Document, duly vetted by all the stakeholders. The report must be complete in
all respects and should be checked by the members of the CNC. All CNC members should
sign the recommendation report, in the interest of probity and accountability, as evidence that
they concur with the process adopted and the ultimate selection made. Any dissenting view,
including the reasons for the same, should also be documented. The CNC Report should
include:-

(a) A brief background to the requirement.
(b) Composition of the CNC.

(©) 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) Draft Contract Document, duly vetted by all the stakeholders.
® A summary of the recommendations.

113.  Processing of CNC Report. The CNC Report, along with the summary of
recommendations, would be processed by respective AM/SHQ, as applicable, for obtaining
expenditure clearance and CFA approval. In cases where CNC, constituted based on AoN
cost, negotiates a contract price of higher/lower delegated powers, the proceedings of the
CNC would be finalised and send to the applicable CFA (as per total contract price) for
approval along with the Draft Contract Document.

114. Return of Commercial Offers. For cases where the RFP is retracted after
submission of the bids or a vendor is rejected at TEC/Trial/Staftf Evaluation stage or a vendor
unilaterally withdraws from the acquisition process, their commercial offers along with BGs
and PCIP, as submitted, would be returned unopened to such vendors by the ADG Acquisition
Technical/SHQ.

115. CFA Approval. The Cabinet Committee on Security (CCS) has approved
delegation of financial powers to sanction Capital Acquisition proposals covered in the
Services Capital Annual Acquisition Plans vide MoD ID No. F. No.470/Dir (Acq)/07 dated
12 September 2007, attached at Appendix J and last updated vide MoD ID 20(11)/2015-
D(GS-1V) dated 19 February 2019, as follows:-

(a) Upto X300 crores - CISC, VCOAS, VCNS, DCAS and DGICG
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(b) Above X300 crores and upto X 500 crores - Defence Secretary.
(©) Above X 500 crores and upto X 2000 crores - Raksha Mantri.
(d) Above X 2000 crores and upto X 3000 crores - Finance Minister.
(e) Beyond % 3000 crores - CCS.

Award of Contract/Placing of Indents

116. Standard Contract Document (SCD). The Standard Contract Document at
Chapter VI indicates the general conditions of 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, unless the contract specifies otherwise. The proposed Standard Clauses need not
be applicable to IGA/ FMS procurements etc.

117. Delivery Schedule. The date of commencement of delivery schedule would be
reckoned from the date of release of Advance payment by the Buyer to the Seller, provided
the Seller submits the documents mandated by the DAP for release of advance by the Buyer
within 45 days of signing of contract. In the event of the Seller not submitting the said
documents within 45 days of signing of contract, the period between the 45th day and actual
submission of documents will be excluded from the actual date of advance payment to arrive
at the delivery date. In case, no advance is to be paid, the date for reckoning date of delivery
would be the date of signing of contract. The above will apply to Fast Track Procedure (FTP)
cases also. This clause will not be applicable in cases wherein Advance payment is released
after First Off Production Model (FOPM) is successfully validated. In such cases, date of
accord of Bulk Production Clearance will be the date for reckoning date of delivery. The
Draft Contract would be prepared as per these guidelines. However, for Single Vendor
procurements, if there is a situation where Government of India has entered into agreements
with that country regarding specific contractual clauses, then the terms and conditions of such
agreements would supersede the corresponding standard clauses of DAP. Consequent to the
approval of the CFA, the contract(s)(including Offset Contract and Life Cycle Support
Contract)would be signed by the Acquisition Manager/Director (Procurement) concerned in
the Acquisition Wing or by an officer authorised by the PSO at the SHQ.

118. Placing of Indents. SHQ will obtain AoN for placing of indent on OFB and the
Competent Authority to place such indents will be as under:-

(a) Upto 2300 crores - CISC, VCOAS, VCNS,
DCAS and DGICG

(b) Above 2300 crores and upto 500 crores - Defence Secretary.

(c) Above % 500 crores - Raksha Mantri.
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119.  Pre Contract Integrity Pact (PCIP). All vendors will be required to submit a

PCIP "for all procurement schemes above X 20 crores along with their technlcal and
commercial offers.

meeu%emem—sehemes—ever—i—z@—emre& Earnest Money Dep05|t WI|| act as securlty for PCIP

till signing of contract. Format of the PCIP is as given at Annexure | to Appendix O of
Schedule 1. Format of EMD is glven at Annexure | to Appendlx O of Schedule | to Chapter .

m—plaee—eHhe—lPBG—submﬁed—ﬁeng—w&h—the—bld& Post signing of contract, PCIP WI|| be
covered by PWBG till completion of the contract. DPSUS/OFB are, however, not required to

submit PCIP ardHPBG when nominated as ab-initio Single VVendors. They shall however enter
in to a PCIP, on the same lines, with #s their sub-vendors individually in case the estimated
value of each sub-contract(s) exceeds X 20 crores. DPSUS/OFB will submit PCIP, EMD & all
BGs as applicable, while participating in multi vendor cases with private vendors.

120.  Guidelines for putting on Hold, Suspension, Debarment and any other penal action on
the entities dealing with Ministry of Defence, as promulgated by Government from time to
time and as hosted on MoD website, will be applicable on procurement process and bidders.

Post-Contract Management

121. Post Contract Management involves ensuring compliance with the terms and
conditions of contract, managing contractual amendments, quality assurance, timely payment
and deliveries, and resolving claims and disputes. While responsibility for contract
administration and management would be that of the SHQ concerned, post contract
monitoring would be conducted by the Acquisition Wing. All issues related to Post Contract
Management will be governed as per Chapter X1 of this DAP.

Change of Name of Vendor

122.  Whenever a change in vendor name occurs during any stage of procurement process
(from submission of RFI till execution of complete contract) due to any reason such as
change in business strategy, merger and acquisitions or any other reason,
guidelines/procedure as given at Appendix K to this Chapter, are to be followed. Whenever a
vendor applies to regulatory authorities for change of name, it must inform the SHQ User
Directorate/MoD at the earliest. Notwithstanding the on-going process of change of name of
any vendor concerned, the procurement process shall continue. On approval of change of
name of vendor by legal authorities and issuance of new certificate of incorporation by
Registrar of Companies (ROC)* or any other relevant authority, all relevant documents, self-
authenticated by authorised representative of new vendor (legal entity), must be submitted to
the SHQ User Directorate/MoD by vendor at the earliest. Also, an undertaking by the new
vendor as applicable has to be submitted as per the format given in Annexure to Appendix K
to this chapter. Grant of consent for change of name by authorities concerned at SHQ/MoD is
subject to submission of all relevant documents. The Acquisition Wing will inform all
concerned organisations of MoD regarding the change of name of vendor.

" Amendment issued vide MoD 1D No 1(18)/D(Acq)/21 dated 13.04.2022.
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* Note: Registrar of Companies (ROC) are appointed as per the applicable provisions of
Companies Act, covering various States and Union Territories of India. For the purpose of
this paragraph and related appendix and annexure thereof, the term ROC also includes
relevant regulatory authorities of different countries in case of foreign vendors.

Inter Government Agreement (IGA)

123. There may be occasions when procurements would have to be done from friendly
foreign countries which may be necessitated due to geo-strategic advantages or imperatives
of strategic partnerships or major military, technological, economic, diplomatic or political
benefits. These principal factors may determine the choice of a specific platform or
equipment on a single vendor basis. Such procurements would not classically follow the
Standard Procurement Procedure and the Standard Contract Document but would be based on
mutually agreed provisions between the Governments of both the countries. The
procurements in such cases may be based on technical specifications and testing procedures
of the OEM itself. Such procurements will be done based on an Inter-Governmental
Agreement (IGA) after clearance from CFA and would be progressed with approval of AoN
according authority. The broad procedure for concluding of an IGA will be as under:-

(a) Approval of broad framework related to the proposed IGA along with AoN
will be approved by the DAC.

(b) Negotiations with the foreign Government agency/OEM will then be carried
out by a Committee comprising of representatives of the Acquisition Wing, concerned
SHQ, Defence (Finance) and the nominated domestic manufacturer, if any, to
determine draft terms of the IGA to include estimated price, availability,
indigenisation plan etc.

(©) The MoD will then obtain the approval of the CCS on the draft IGA post
which the IGA will be concluded with the foreign government.

124.  For other arrangements like FMS/SCOC, the case could be progressed with approval
of AoN according authority.

125. AMs/SHQ would be authorised to issue the RFP/LoR/Memorandum/Lol and sign the
Contract/LoA, as applicable. The following cases would fall under the purview of this
provision:-

(a) When equipment of proven technology and capabilities belonging to a friendly
foreign country is identified for procurement by our Armed Forces.

(b) When very large value weapon system/platform, which was in service in a
friendly foreign country, is available for transfer or sale (ex stock or fresh production).
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(©) When specific equipment/platform, is under restriction for sale by the
Government of the OEM’s country, such equipment may be obtained on lease for a
specific period by signing an Inter-Governmental Agreement before a decision on its
purchase is taken.

126. In cases of large value acquisitions, especially cases requiring product support over a
long 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 Government
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 Government of India and should also provide for assistance of the foreign
Government in case the contract(s) runs into unforeseen problems.

127. Co-development. There may be cases where it is proposed to co-develop a
product/equipment offering transformative/unique/niche technology; or a futuristic
equipment/platform with a foreign country; or where co-development is likely to benefit
ongoing indigenous projects in India. Such cases will be progressed under an IGA/specific
Project Agreement after clearance from the AoN according authority based on the estimated

cost of the project.

128. Co-production. Similarly, there may be cases where it is proposed to work with
a foreign entity to co-produce equipment/assemblies/sub-assemblies/spares for defence usage
in India. Co-production opportunity may be progressed in any of the following cases with
approval of the AoN according authority based on the ultimate estimated cost of the project:-

(a) Import _ Substitution. Proprietary equipment or assemblies/sub-
assemblies/spares of equipment in service with Indian Armed Forces and where
production in India would lead to reduction in Life Cycle Cost, besides contributing

towards building a robust defence eco system.

(b) The platform/equipment is of unique nature, not available or not being offered
by other nations, and/or

(c) Equipment where co-production of the platform/equipment will contribute
towards making India a global/regional hub for manufacture/MRO/spares, and/or
provide a boost to defence exports.

(d) Where collaboration between Indian and foreign entity(ies) may lead to co-
development/co-production of products/components with potential for usage by
Indian Armed Forces in future.

Note. In all such cases, SHQ would prima facie establish rationale for processing the
case on a Single Vendor Basis; that is to examine that no other Nation can (e.g.
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proprietary equipment) or is likely to offer higher IC prior to seeking AoN. The
guiding principle in such cases shall be to maximise IC as well as ToT.

Foreclosure of Cases

129.  Authority for Foreclosure of AoN. Cases where the AoN is required to be
foreclosed due to change in operational philosophy, change in prioritisation for procurement
or budgetary constraints will be approved by AoN according authority. Foreclosures for
reasons other than the above may be approved by DG (Acquisition) and
CISC/VCOAS/VCNS/DCAS/DGICG for non-delegated and delegated powers cases
respectively. In cases where RFPs have been issued, these would also be retracted.

130.  Authority for Retraction of RFP. Retraction of RFPs will be approved on file by
the DG (Acquisition) and CISC/VCOAS/VCNS/DCAS/DGICG for non-delegated and
delegated powers cases respectively. Validity of the AoN would recommence from the date of
retraction of RFP.

Processing of Procurement Cases

131. 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 L should be adhered to. Major deviations from this time frame should be
brought to the notice of the DPB, for necessary corrective measures.

(b) Once the SoC is forwarded by SHQ to MoD for non-delegated cases,
consolidated observations/ clarifications sought from and including the level of AM in
the MoD and MoD (Finance) should be clarified in a discussion and minutes of the
same recorded on file. For delegated power cases, the same will be ensured by
respective PIFA/IFA(Capital) for observations related to financial effects.

135 132. Monitoring Mechanism. To ensure that timelines of various stages are
adhered to and the entire procurement schedule progresses in a time bound manner, regular
feedback/update of all schemes will be conducted at SHQ/MoD levels as under:-

% Stage of Procurement —C‘—DS:)?Ngltgd _q_NonP[())?AI/%rated
Delay of more than 52 weeks in
(@) | fielding case for AoN from approval | SPB DPB
of SQRs
Delay of more than 104 weeks in
(b) | fielding case for AoN from approval DPB DAC
of SQRs
(c) | Review of AoN and abnormal delays | DG(Acquisition) | DAC
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Ser Delegated Non Delegated
No Stage of Procurement D owers Bower
(d) | Delayin FET beyond 3 months
Delay of CNC beyond eight weeks of i
(€) i
acceptance of Staff Evaluation/TOC | Vice/Deputy DG(Acquisition)
Delay of approval of CFA beyond Chief/equivalent
() eight weeks of submission of CNC
report and draft CFA Note
Progress of all | Quarterly  (April,
ongoing cases | July, October and DPB
Q) including January)
budget Six Monthly (April
expenditure and Octobe)r/)( P DAC
Delayed
deliveries of . .
(h) | cases> 1000 Six Monthly (April DAC
crores & FTp | and October)
cases
: Delay in Six Monthly (April DPB
0 ongoing cases | and October)
(update by
Acquisition Yearly (July) DAC
Wing)

Deviations from DAP

136 133.

137 134.

*hkk

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

Acquisition Wing, in consultation with MoD (Finance), will be authorised to
issue amendments required to remove difficulties arising due to typographical, referencing
and syntax errors. Situations not foreseen and explained in the DAP may arise; under such
circumstances the spirit as explained in preamble would provide the DAC the necessary
guidance to determine the appropriate course of action.
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Appendix A to Chapter 11
(Refers to Paragraphs 5 and 6 of

Chapter II)

DRAFT FORMAT: REQUEST FOR INFORMATION

(This is 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 alter it as per their service requirements.)

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

2. This Request for Information (RFI) consists of three parts as indicated below:-

(a) Part1. The first part of the RFI 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 I1. The second part of the RFI states the methodology of seeking
response of vendors. Submission of incomplete response format will render the
vendor liable for rejection.

(©) Part I1I. Guidelines for Framing Criteria for Vendor Selection/Pre
Qualification in Buy Indian (IDDM), Buy (Indian) and Buy & Make (Indian) Cases.

PART-I

3 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 acceptable:-

(a) The solicitation of offers will be as per ‘Single Stage-Two Bid System’. It
would imply that a ‘Request for Proposal’ would be issued soliciting the technical and
commercial offers together, but in two separate sealed envelopes. The validity of
commercial offers would be at least 18 months from the last date of submission of
offers.



64

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

(©) The equipment of all TEC cleared vendors would be put through a trial
evaluation in India on a ‘No Cost No Commitment’ basis. A staff evaluation would be
carried out by SHQ to analyse the result of field evaluation and shortlist the
equipment for introduction into service.

(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 tools/jigs/fixtures for field and
component level repairs.

(fH The vendor would be required to accept the general conditions of contract
given in the Standard Contract Document at Chapter VI of DAP.

(9) Offset (if applicable). The vendor has to undertake offset contracts
amounting to % of the value of commercial proposals (Refer Appendix D to
Chapter I1I).

() Integrity Pact (if applicable). An integrity pact *along-with-appropriate IPBG

Is @ mandatory requirement in the instant case (Refer Annexure | to Appendix M O
of Schedule ).

()] Performance-cum-Warranty Bond. Performance-cum-Warranty Bond both
equal to 5% value of the contract inclusive of taxes and duties 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-11

6. Procedure for Response.

(@) Vendors must fill the form of response as given in Annexure Il to Appendix
A to Chapter I1. Apart from filling details about company, details about the exact
product meeting other generic technical specifications should also be carefully filled.
Additional literature on the product can also be attached with the form.

(b) The filled form should be dispatched at under mentioned address (concerned

8 Amendment issued vide MoD 1D No 1(18)/D(Acq)/21 dated 13.04.2022.
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ADG Acquisition Technical):-

Fax: Email ID:

(c) Last date of acceptance of filled form is (to be decided by
SHQ). The vendors short listed for issue of RFP would be intimated.

7. The Government of India invites responses to this request only from Original
Equipment Manufacturers (OEM)/Authorised 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).

8. This information is being 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 India also 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 DAP.

fkdk
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Annexure I to Appendix A

REQUEST FOR INFORMATION: PROCEDURE FOR RESPONSE

Request for Information for

1. The Indian Army/Navy/Air Force is planning to procure . With
the view to identify probable vendors who can undertake the said project, OEMs/ Authorised
Vendors are requested to forward information on the product which they can offer. The
parameters/ broad specifications of the item are mentioned in the questionnaire attached as
per Appendix B. In addition the vendors are required to furnish details as per Proforma at
Annexure II to Appendix A.

2. Apart from the information as per the Appendices the vendors may also forward
technical details/product brochures/literature etc pertaining to the item in question.

3. The required information/ details may please be forwarded at the following address by

(a) User Directorate (Furnish postal address, telephone No, Fax No and Email ID)

(b) Procurement Directorate (Furnish postal address, telephone No, Fax No and
Email ID)

(©) Planning Directorate (Furnish postal address, telephone No, Fax No and Email
ID)

(d) ADG Acquisition Technical (Furnish postal address, telephone No, Fax No
and Email ID)
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Annexure II to Appendix A

VENDOR INFORMATION PROFORMA

1. Name of the Vendor/Company/Firm.

(Company profile including Share Holding pattern, 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 details, if

yes) Others (give specific details)

3. Contact Details.

Postal Address:

City: State:

Pin Code: Tele:

Fax: URL/Web Site:
Email:

4. Local Branch/Liaison Office/Agent (if any).

Name & Address:

Pin code: Tel: Fax:

Email:

5. Financial Details. Category of Industry (Large/Medium/Small

Scale):
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Certification by Quality Assurance Organisation.

Name of Agency Certification Applicable from Valid till
(Date &Year ) (Date & Year)

Details of Registration.

Agency Registration No. Validity (Date) Equipment

GeM

DGQA/DGAQA/DGNAI

OFB

DRDO

Any other Government
Agency

Membership of FICCI/ASSOCHAMY/CII or other Industrial Associations.

Name of Organisation Membership Number

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

(2)

(b)
(©)
(d)
(e)
03]

Name of Product:

(IDDM Capability be indicated against the product)
(Should be given category wise for e.g. all products under night vision
devices to be mentioned together)

Description (attach technical literature):

Whether OEM or Integrator:

Name and address of Foreign collaborator (if any):

Industrial Licence Number:

Indigenous component of the product (in percentage):
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(g) Status (in service/design & development stage):
(h)  Production capacity per annum:

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

(k)  Estimated price of the equipment

10.  Alternatives for meeting the objectives of the equipment set forth in the RFI.

11.  Any other relevant information:

12. Declaration. It is certified that the above information is true and any changes will
be intimated at the earliest.

Note: Paragraph 44 and Appendix F to Chapter Il may be referred.

(Authorised Signatory)
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Annexure III to Appendix A

REQUEST FOR INFORMATION: QUESTIONNAIRE

Ser No ‘ Specifications/ Parameters ‘ Reply

(Details desired from the Vendor w.r.t technical, performance, maintenance, environmental, raw
material and other characteristics may be obtained in form of a questionnaire)
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Annexure IV to Appendix A

GUIDELINES FOR FRAMING CRITERIA FOR VENDOR SELECTION/

PREQUALIFICATION IN ‘BUY (INDIAN-IDDM)’ ‘BUY (INDIAN)’

AND ‘BUY & MAKE (INDIAN)’ CASES

1. The guidelines prescribed for short-listing/ pre-qualification of Indian vendors in Buy
(Indian-IDDM), Buy (Indian) & Buy & Make (Indian) cases are enumerated in the
succeeding paragraphs. Paragraph 2 deals with the parameters that may be considered for
short-listing of vendors, whereas Paragraph 3 amplifies the process for applying selected

parameters to the process of Vendor Short listing.

2. Parameters.

(a)

(b)

General Parameters.

(1) Applicant Entity should be an Indian Vendor as defined at Paragraph
20 of Chapter I of DAP 2020.

(1)  Business dealing with applicant Entity or any of its allied entities
should not have been suspended or banned, by MoD/ SHQ or any Government
Department or organization (as defined in Guidelines for Penalties in Business
Dealings with Entities issued vide Ministry of Defence, D(Vigilance) MoD ID
No 31013/1/2006-D(Vig) Vol II dated 21 Nov 2016). None of the Promoters
and Directors of applicant entity should be a wilful defaulter.

(iii))  “Entities” will include companies, with whom the Ministry of Defence
has entered into, or intends to enter into, or could enter into contracts or
agreements.

(iv)  “Applicant entity” may be a company, subsidiary, an associate

company (as defined in the Companies Act, 2013), a consortium or a Joint
Venture (JV).

Technical Parameters.

(1) Vendor shall be a manufacturing entity or a system integrator of
defence equipment and not a trading company, except in cases where the OEM
participates only through its authorised Vendors.

(i1) Minimum two years experience in broad areas like manufacturing/
electronics/ explosives etc. as applicable in the instant procurement case.
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If not, then cumulative experience of at least three years in above areas,
resulting in gaining of competence for manufacturing the proposed product.
(In case the SHQ feels that for a particular equipment a lesser experience
could be accepted, then the same should be got approved by the competent
authority before including the same in the RFP).

(iii))  Where product involves integration, previous experience of not less
than one year/ one project in integration of systems/ equipment shall be

required.

(iv)  Turnkey Projects. Experience of successful completion of one

Turnkey project of similar nature within last five years with value of at least
20% of AoN cost or currently executing a contract of similar nature with value
of at least 30% of the AoN cost. In case of no experience in Turnkey projects,
the vendor for main component of the Turnkey project may be selected if it
has experience as per paragraph 2 (b) (ii) above and experience of installation
or integration of similar equipment/system or system of systems.

(v) ICT Cases.

(aa)  Certification to be included if linked to scope of work — Gartner
Quadrant/ISO9001/CMMi3 or more (specifying development/service/
acquisition models)/ISO27001. For Information Security and large
value projects preferably CMMi5 may be specified.

(ab) Compliance with IEEE/ ITU standards depending upon
nature/type of project or solution required.

Financial Parameters.

(1) Average Annual Turnover. Minimum average annual turnover for

last three financial years, ending 31% March of the previous financial year,
should not be less than 30% of estimated cost of the Buy (Indian-IDDM) and
Buy (Indian) project and for Buy & Make (Indian) should not be less than
30% of estimated cost of the Make portion.

(11) Net Worth.  Net worth of entities, ending 31* March of the previous
financial year, should not be less than 5% of the estimated cost of the Buy
(Indian-IDDM) and Buy (Indian) project and for Buy & Make (Indian) should
not be less than 5% of estimated cost of the Make portion. For orders above
X 5000 crores, the Networth of group companies can be considered on
production of suitable documentary assurance.
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(ii1))  Imsolvency. The entity should not be under insolvency resolution as
per Indian Bankruptcy Code at any stage of procurement process from the
issuing of RFP to the signing of contract.

(iv)  Credit Rating (Desirable Financial Parameter). Long term credit
rating equivalent to CRISIL rating on Corporate Credit Scale as CCR-BBB or
better, and SME-04 or better for SMEs issued by credit rating agencies
recognized by SEBI. Credit rating should be as on 31* March of the previous
financial year.

(Note 1: All the above Financial Parameters, except Paragraph 2(c)(iii) above
(Insolvency) will not be applicable for Capital Acquisition cases where
estimated cost is X150 crores and below. However, Net worth of entities
should not be negative.

Note 2: The turnover and net worth of the vendor shall be rounded off to the

nearest lower ten/ hundred crores so as to keep the estimated cost of
procurement confidential).

Other Parameters.

(1) Industrial License (IL). Vendors should be either holding a
valid defence industrial license or should have applied for the same before
responding to RFP. In any case the vendor must confirm holding of IL before
commencement of FET. (Items requiring IL will be as per DIPP Press Note 3
of 2014 as amended from time to time).

(11))  Registration. Registered for a minimum of two years (one year for
SMEs). Minimum number of years not applicable for JVs constituted
specifically for a project.

Stipulations for Applving Parameters.

(2)

Areas like manufacturing/ electronics/ explosives etc. referred to at

Paragraph 2(b)(ii) should be defined in each case of procurement.

(b)

In case the Applicant Entity is unable to meet the Financial Parameters by

itself, it may rely on its Holding Company (as defined in the Companies Act, 2013
and amendments thereof) (“Companies Act”) for fulfilment of the Financial
Parameters, in which case reliance must be placed on the Holding Company towards
fulfilment of ALL the Financial Parameters.
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In case the Applicant Entity is unable to meet one or more of the Technical

Parameters by itself, it may rely on a Group Company(ies) for fulfilment of the

Technical Parameters. A Group Company in relation to the Applicant Entity may be:-

(d)

(1) A company of which the Applicant Entity it is an Associate Company.
Such company should have ownership, directly or indirectly, of at least 26%
of the voting shares of the Applicant Entity.

(i1) A company which is an Associate Company of the Applicant Entity.
The Applicant Entity should have ownership directly or indirectly, of at least
26% of the voting shares of such Associate Company.

(1) A Company with whom the Applicant Entity is commonly owned,
directly or indirectly, for at least 26% of the voting shares by another
company. For example: An Applicant Company A is an Associate Company of
Company B, in which B holds at least 26%. Further, C is also an Associate
Company of B, in which B holds at least 26%. In this case the Applicant
Company may use the credentials of C as well.

(iv)  The Holding Company and Subsidiary Companies (as defined under
the Companies Act) of the Applicant Entity.

The Applicant entity may be a single entity or a group of entities (the

“Consortium”), coming together to implement the project. In such case:-

(e)

(1) The credentials of only those members or their related entities may be
counted, who have at least 26% equity stake in the Consortium.

(1))  Each Consortium should have a designated Lead Member.

(ii1))  For Technical Parameters, any of the Consortium members or their
Group Companies may meet the criteria.

(iv)  For Financial Parameters; the Turnover and Net Worth of the
Consortium Member shall be reckoned proportionate to Consortium
Member’s equity stake in the Consortium, and each Consortium member
should meet the other criteria pertaining to Insolvency and Credit Rating. In
case the Consortium Member relies on its Holding Company for any one of
the above-mentioned Financial Parameters, then reliance must be placed on
the Holding Company for meeting all the financial Parameters.

Vendors should provide all necessary self-authenticated documentation in

support of their achievement of criteria. Such documentation should inter-alia
include:-
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(1) Details of projects/ supply orders successfully executed in the last two
years.

(i)  Annual reports for three years of applicant entity, parent and
associate companies, consortium and JV partners.

(ii1))  Details of shareholders, promoters, associated, allied and JV
companies.

(iv)  Details of vigilance action, viz. ongoing investigation and suspension/
debarment/ blacklisting actions against the applicant entity or any of its allied
entities, parent company or consortium and JV partners, if any by any
Department/agency of Central Government.

(v) A certificate from CA/CS indicating the financial parameters for the
last three years as per Paragraph 2(c).

(Note: If a vendor is already a supplier to MoD and/ or has already provided
the above documents in such cases, it should be necessary for the vendor to

resubmit only such documentations as is necessary to update the above).

Any vendor furnishing false information will be liable for action as per

existing guidelines.

(2

Based on these generic parameters, more specific criteria should be evolved by

the SHQ with regard to Technical and Financial parameters {Paras 2(b) and 2(c)
above} in each procurement case depending upon requirements peculiar to each case
keeping in view the overall need to ensure wider vendor participation. The specific
criteria evolved by the SHQ for each case, as per these guidelines, may be got
approved by the competent authority before including the same in the RFPs.

Start Ups/ MSMEs. Start ups would be defined as per GS.R. 127 (E) dated 19 Feb

2019 (as amended from time to time). For procurement cases where the estimated cost is not

exceeding X100 crores/ year based on delivery schedule at the time of seeking AoN or X 150
crores, whichever is higher, to encourage the Start Ups/ MSMEs and build Industrial
ecosystem, the recognized Start Ups/ MSME:s in the relevant fields may be considered for
issue of RFP without any stipulation of Financial parameters, except Paragraph 2(c)(iii)
above (Insolvency) and with General and Technical parameters to be decided on case to case

basis.

(Note: Start Ups should not be confused with New entrants who may be high/ mid-sized
groups having financial support and manufacturing experiences and now venturing into
Defence Production).
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6. The criteria for vendor selection shall be clearly stipulated in RFPs so as to maintain
transparency. Care shall be taken to ensure that the stipulated criteria are not open to
subjectivity and arbitrary interpretation.
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Appendix B to Chapter 11
(Refers to Paragraph 21 of
Chapter II)

STATEMENT OF CASE TO BE CONSIDERED BY SPB/DPB/DAC
FOR CATEGORISATION AND ACCORD OF AON

NAME OF PROPOSAL -
SERVICE -

CATEGORISATION STATUS

REFERENCE NO ALLOCATED -

(To be entered by concerned Secretariat)
(a) SPB -
(b) DPB -
(c) DAC -
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BRIEF OF PROPOSAL

1. Introduction.
2. Proposal. (Generic in nature and desired capability indicators)
(a) Mission Needs.
(b) How Mission Currently Undertaken.
() Deficiency in Capability Observed which Needs Rectification.

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

(e) Material Solution Proposed with Time Frame and Linkage to ICDP.
(1) What is the capability being sought to be inducted?

(i)  What additional capability is being generated? How does this mesh
with the long term capability requirements?

(ii1)) s there any other associated induction required subsequently to make
the equipment operational?

(iv)  Which equipment is being phased out/replaced? What will be the life
cycle of the new equipment?

3.  Detailed Justification. (The following aspects to be included, where
applicable):

(a) Details of Equipment/Proposal.
(b) Operational Role and Necessity.

(¢) Quantity Required (Quantity vetting to be completed prior to SPB/DPB
meeting).

(1) 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?

(i1) In case of phased induction of equipment, what are the exact
quantities sought during various plan periods/stages?
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(d) Whether Technology is state-of-the-art and ToT considered?

(e)
4

(1) In cases where ToT is being sought, which is the PA identified by
DDP/Foreign Vendors for the same? What are its capabilities of absorption of
ToT/manufacture as per requirements? Does it meet the eligibility as spelt out
by DDP?

(i1) Inputs from SHQ, if any, for selection of PA.

Whether Item is scaled/not scaled. If scaled, quote Authority.

Maintenance Aspects.

(1) How is the Engineering/Maintenance support catered for the full life
cycle of the equipment?

(i1) Is a ToT proposed for providing Maintenance Infrastructure to an
Indian firm? If so, are Indian entities identified based on inputs from DDP?

(111) How are the D Level repairs planned to be carried out? OEM/Vendor
or Indian partner or Services Maintenance Agency.

(g) Details of GSQR/JSQR. (Copy of approved GSQR/ JSQR/PSQR to be
appended)

(1) In all cases essential capability and corresponding minimum verifiable
functional characteristics (Essential Parameters ‘A’) in a tabulated form be
provided. In cases where Essential Parameters ‘B’ are sought, the quantity of
equipment required with these parameters must be clearly spelt out (with due
justification for same). In cases where Enhanced Performance Parameters are
sought, these must be clearly stated along with the recommended
weightage/credit scores for each duly justified.

(i1) For all repeat order cases of equipment already inducted into service,
are there any changes in SQR, modifications of minor nature or upgrades of
assemblies/sub assemblies involved? Would this need a Commercial RFP with
validation of modifications/upgrades, or issuing of a fresh techno commercial
RFP of a multi vendor basis?

(111) In all cases details of essential verifiable functional characteristics vis-
a-vis technical parameter of the equipment available in the world market, in as
much details as possible in a tabulated form be provided.
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(iv) In cases where earlier approved GSQRs have necessitated amendment
and revalidation of AoN, detailed justification for each of such amendments be
provided in a tabular format.

(h) Whether Proposal is for 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? In certain cases,
SHQ may conduct concurrent trials by constituting a Composite Trial Team (CTT),
comprising of representatives of the User, QA agency, Maintenance agency and
EMI/EMC evaluating agency and AoN for the same may be obtained.

(k) Time Schedule for induction (Full details of induction/delivery schedules).
D 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 major Turnkey Projects, has a Detailed Project
Report been prepared/attached by SHQ laying down detailed scope of work involved,
bill of material, cost estimates and time frames for project completion?

(0) Design & Development Projects. Has consultation with DRDO/
DPSUs/ OFB been undertaken for Design and Development case? Has MoQ and
timelines upto successful completion of trials been defined?

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

(qQ) Timeline for Procurement. Are there likely to be deviations to the timelines

given at Appendix L to Chapter II of DAP? If so, deviations and week-wise targets to
be proposed by SHQ with justification.

() Option Clause. In case Option Clause needs to be included,
justification for the same be provided.

(s) Information regarding Procurement that needs to be placed on MoD website/
SHQ website/ Central Procurement Portal.

Financial Aspects.

(a) To include cost of proposal (including all taxes and duties) and recurring
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expenditure, if any; the basis of cost estimation and the Base year for which the cost
is indicated. The SoC should clearly bring out the future requirements with timeline
details to decide whether ‘Option Clause’ will be economically viable or not.

(b) Recommendation on method for determining L-1 vendor (wherever
applicable).

5.  Annual Acquisition Plan/Budgetary Provisions.

@ Whether the proposal is included in the AAP (include AAP Ser No).
(b) Availability of necessary budgetary provision for the current year cash outgo.

(© 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.

6. Recommended Mode/Source of Acquisition.

(@) Buy (Indian-IDDM), Buy (Indian), Buy & Make (Indian), Buy-&-Make, Buy
(Global — Manufacture in India), Buy (Global), ‘Make’ with justification. (Appendix
D to Chapter 1l may be referred for analysis of Defining Attributes and Decision
Flow Charts). Justification for not selecting each of the higher categories may be
given.

(b)  Weapons/Platforms Banned for Import. SHQ will ensure that no
weapon/platform figuring on the MoD list of weapons/platforms banned for import

is procured ex import. Equipment on the ibid list may be procured under the Buy
(Indian - IDDM), Buy (Indian), Buy and Make (Indian) (only if Buy quantities are
zero) and Buy (Global - Manufacture in India) categories of procurement.

(©) Has the time required for the procurement and delivery from foreign source
vis a vis the time required for making it within India along with urgency and
criticality of requirement been examined?

(d)  Justification for Procurement from a Single Vendor (If applicable).

(e) Detailed justification in cases SHQ proposes higher or lower IC.

7. Comments of HQ IDS. (issues of commonality and interoperability will also be
commented upon).

8. Comments of HO DRDO.
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I1.

12.
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(a) To develop and productionise items and certify lack of capability to meet the
needs if above not feasible.

(b) Offset Clause, as per applicability given at Paragraph 29 of Chapter II.
(Recommendation as to the offset amount/percentage or any other comment).

Comments of DDP.

(a) (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 for 2000 crores & above) (Recommendation as to
the offset amount/percentage or any other comment).

Comments of QA Agency.

Comments of Acquisition Wing.

Comments _of MoD (Finance). Quantity vetting would be approved by

FMs/PIFA/IFA(Capital), as applicable

13.

Final Comments of SHO Based on inputs of DRDQO, DDP, Acquisition Wing and

MoD (Finance).

14. Details of Approvals Sought.

(a) AoN.

(b) Categorisation to include variation in IC, if any.

(c) Quantity.

(1) Buy quantities to be given out as FF, SKD and CKD as applicable.

(i1) Details of Indent to be placed for Make quantities after absorption of
ToT.

(d) Estimated cost (including all taxes and duties). In case of Make cases, cost to
be split into Prototype Development Phase and Procurement Phase.

(e) Essential Parameters B (if applicable).
() Weightage/Credit Scores of EPP (if applicable).
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(s)) ToT including details of PA.

(h) MToT including details of PA.

()] Trials (Waiver/Vendor Premises etc).

(k) Timelines for Trials for Essential Parameters B (if applicable).

() Offsets.

(m) Option Clause.

(n) AMC Service.

(0)  °Any-otheraspectthatrequire—specificapproval—including-OpenTendering

Specific Approval of DAC for sourcing from FOEMs/ Import.

3(p) Any other aspect that require specific approval, including Open Tendering.

Sd/- xx
(Head of User/Plans Dte/equivalent)
Date

Note:  Col/Equivalent may sign the SoC provided Noting sheet number with date of
approval of Head of User/Plans/Directorate/Equivalent is quoted.

Details to be Mentioned by Concerned Secretariat
15. Recommendation of DPB including Reference No Allotted.
16. Decision of DAC/DPB and Reference No allotted.

17.  Recommendation for Offset Clause Implementation (if applicable).

*k*k

® Amendment issued vide MoD 1D No 1(18)/D(Acq)/21 dated 13.04.2022.
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Appendix C to Chapter II
(Refers to Paragraph 21 of

Chapter II)

GUIDELINES FOR PREPARATION OF SOC AND RFP

1. The aim of this Appendix is to act as a guide in preparation of SoC and/or RFP as
relevant at the time of seeking AoN to facilitate arriving at optimal.

2. Flowcharts assisted guidelines with relevant instructions for following requirements

are placed at Annexure to this Appendix:-

Ser Requirement Annexure No
No
(a) | Engineering Support Package, MRLS and Training I
(b) | Scope of Trials and Production Stage QA and Acceptance II
(c) | Packaging, Preservation, Delivery, Acceptance, Payment 111
Terms and Warranty
3. It is recommended that the SoC and RFP shall clearly bring out all the aspects of

acquisition project like broad deliverables, proposed repair and maintenance philosophy,
delivery schedule, broad scope of validation trials, time lines of procurement, Packaging &
Preservation needed and financial aspects, etc.

4. It is reiterated that these guidelines are indicative and do not limit the acquisition
planner in visualising various additional scenarios that are likely to arise in individual cases.
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Annexure I to Appendix C
ESP, MRLS AND TRAINING

Is eqpt already
inducted in
service?

Yes

Is CAMC
applicable?

Is CAMC
applicable?

Are Field
level/OB

Prepare User Defined list of Avre field

Spares spares and SMT/STE & Jigs level/OB
reqd? Spa:jis
reqd?

u
D::i;ed Yes Is Maintenance No
Field levell Iraining
OB spares required?
N
- Seek MRLS for
Field level/ OB v
Seek training Spares and B&D - Seek MRLS y
for ops and s A (only Field/ OB -
v maintenance Do:_:l_(yard Repair Spares) ;Seek lr;ulr:_lnlc::)1 ;
Include CAMC - Seek Spares, Seek Spares, facility - Seek training °fb°PSd ie :
Terms & STENigs as STE/Jigs as Jsiesk kemnin fox for ops & Field/ Oln Ta; nE:II':'lIC
Conditions in defined by the | | defined by the T onboard maint T;(‘Z: g ;FP
RFP User User stk - Include CAMC -
s ey T&C in RFP

Instructions to the Acquisition Planners

1. Engineering Support Package (ESP) in terms of Field/ OB spares and B&D spares to
be supplied along with the type of training required viz Operator training and Maintainer
training are important to ensure correct and fault free operation as well as for undertaking
first line, routine and breakdown maintenance.

2. The spares required to be supplied along with the equipment or platform are,
however, dependent upon the type of equipment/system/platform, intended usage, operation
cycle and the maintenance support envisaged for the entire service life cycle of the
equipment/system/platform. The maintenance support to be sought is also dependent upon the
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complexity of the equipment, availability of the OEM for service support as well as the time
required for delivery of the deficient spares. Further, for equipment already inducted in
service, it is imperative to seek spares based on experience gained in operation and
maintenance to arrive at optimum spares requirement and to avoid wasteful expenditure.

3.

The above flowchart aims in aiding the analysis of an acquisition scheme for the

above aspects. Acquisition planners are to follow following steps while formulating the

RFP:-

Analyse in detail the equipment/system/platform required based on its usage,

complexities in operations, criticality, likely OEM support for service and spare and
past experience (if any) to arrive at the most optimum requirement of spares and
training. Based on the envisaged maintenance support, the levels of training required
by operators and maintainers are to be arrived at.

Various likely scenarios of relevant clauses in RFP and Standard Contract

Document are as follows: -

(i) Scenario 1.  Goods that are already in service and maintenance
support is to be through comprehensive AMC (CMC). Field level/ OB Spares
in respect of these goods can be forecasted based on their exploitation pattern.

(ii) Scenario 2.  Goods that are already in service and maintenance
support is to be through comprehensive MAC (CMC) but there is no
requirement of stocking any Field level/ OB Spares based on past experience
in exploitation and maintenance.

(iii)  Scenario 3. Goods that are already in service but needs to be
repaired and maintained by Services/ICG crew and technicians. Field level/
OB Spares and B&D Spares in respect of these goods can be forecasted based
the past experience on the same equipment and on their exploitation pattern.
However, depending upon its place of operation and maintenance, it needs
additional training as well as SMT/STE for the same.

(iv)  Scenario 4.  Goods already in service but needs to be repaired and
maintained by Services/ICG crew and technicians. Field level/ OB Spares and
B&D Spares in respect of these goods can be forecasted based on their
exploitation pattern, however, there is no requirement of additional training.

) Scenario 5.  Goods that are being inducted for the first time and
based on its envisaged operation and maintenance philosophy needs to be
repaired and maintained by Services/ICG crew and technicians. These goods
would require MRLS from OEM, operation and maintenance training and may
require Base Repair depot/ dockyard repair facility.

(vi)  Scenario 6.  Goods being inducted for the first time with
maintenance support through CMC and only Field level/ OB Spares are to be
provided by the OEM along with operation and maintenance training.



87

(vii)  Scenario 7. Goods being inducted for the first time with
maintenance support through CMC with no requirement of Field level/ OB
Spares but OEM is to provide operation and maintenance training.

(c) In case of requirement of User defined Field level/ OB Spares and B&D
Spares, the list needs to be prepared and vetted by both user and maintenance
directorate.

) Terms of CMC need to unambiguously bring out the type of repairs/routines,
allowable down time, level of spares support required as well as obsolescence
management and upgrades requirement.

(e) LD for CMC needs to be formulated and included in the commercial clauses.
The various scenarios where LD may be imposed include exceeding downtime beyond
contractual terms either in single case or overall down time in a given period, non-
stocking or non replenishment of spares, large number of defects leading to
unreliability of equipment availability.
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Annexure II to Appendix C

SCOPE OF TRIALS. PRODUCTION STAGE QA AND
ACCEPTANCE

A v

N Truncated Validation Yes 2 v
—2 Trials+/ FET* for Full Validati
No Validation Trials/ validating changes Trials/ FET*
FET* |
|
Y
Imports under
Isit Buy(Global)?
No No
COTS/Import/ — W )7 .
Green Channel
Ttem?
No
|
Yes
v v v
1. No Production stage QA** 1. Surveillance oriented Production QA*# 1. Production stage QA**
2. JRI/Acceptance Test 2. JRI/Acceptance Tests 2. JRI/Acceptance Tests
* Scope of Validation trials/ FETs(to be ** Scope of Production Stage QA and Acceptance Tests(to
formulated as applicable and included in the be customised as required and promulgated in QAP) —
RFP) — i. Intemal QC review
i. User Evaluation Trial ii. Surveillance/ Sampling of Raw material
ii. Environmental Evaluation iii. In-Process checks/ Surveillance/ Record review
iii. Maintainability Evaluation iv. Assembly level checks and FATs,
iv. EMI/EMC Evahliation v.HATs, SATs, OPs Checks
v. Secrecy Grading

Note -

“+ The scope of “Truncated Trals” is to be carefully evolved to include only those checks that are essential.

“+ To the extent feasible, “Validation trials” and “design Validation Trals” are to be completed during “Design and
Development” phase and Production Order should have only Production stage QA.

Instructions to the Acquisition Planners

1. The selection of right equipment largely depends the strength of criterion adapted for
validation trials and post induction its intended reliable performance will depend on
soundness of production stage QA & Acceptance trials.
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2. The principle to be adopted during finalizing the validation trials and production
stage QA & acceptance trials is that they should be sufficient and just. Any over
specification will add to delays and cost whereas any under specification will result in sub
standard equipment availability.

3. Validation Trials. Validation trials are usually done on prototype set during
design & development or equipment being inducted for first time in service. These are done
only on one set i.e. first of type/prototype. If the same is not possible for reasons beyond
control, a subsequent set may be used for validation. Where ab-initio design & development
is involved then these are to be part of validation process of design. These are not necessary
to be done for already in —service/ bulk orders/repeat orders or on all sets of the equipment
unless specifically needed and included in SOQRs/AoN. The validation trials may consist of
User trials/FET, Technical & Environmental Evaluation, Maintainability Evaluation Trial,
EMI/EMC Evaluation and Secrecy grading depending on the SQRs. The above Flow Chart
assists in arriving at necessary details.

4. Production Stage OA & Acceptance. The requirements of Production stage
QA & Acceptance trials are to be indicated in the RFP based on the type/origin of equipment,
SORs and categorisation. The complexity of manufacturing and end use of equipment are
also to be kept in mind while specifying the QA requirements and Acceptance procedures
respectively. The production stage QA may involve verification of internal QC reports and
random surveillance/sampling for Raw Material, In-process, Assembly level, ESS for
electronic components and FATs/HATs/SATs/OPs Checks. The flow chart enclosed gives the
various scenarios and resultant formulations to aid in arriving at the requirements.

5. 1t is therefore imperative that the validation trials, quality assurance and acceptance
process is properly analysed and mandatory requirements incorporated in the RFP as many
of these requirements may have significant performance, reliability, cost and time
implications.

6. The above flowchart aims in aiding the analysis of an acquisition scheme for the
above aspects. Various likely scenarios of relevant clauses in RFP and Standard Contract
Document are as follows: -

(a)  Scenario 1.  Goods that are already in service. They have been procured
after validation trials and have been type certified. The type certification is valid. The
manufacturing stage QAP and acceptance procedure is existing & approved. This will
normally be in case of repeat orders. In such cases no Validation Trials/Type Testing
is needed and one has to simply specify the correct references of the approved
documents.

(b) Scenario 2.  Goods that are already in service but are being procured with
minor modifications. In such cases the requirement of repeating limited type tests and
modification in QA & acceptance has to be ascertained and included in RFP.

(c) Scenario 3.  Goods that are being inducted for first time in service. In this
case first it has to be ascertained whether they are Military grade/Ruggedised/COTs
from the SORs. In case of COTs, the scope of manufacturer’s certification/ CoC has
to be finalised and included in RFP. Then the need for Acceptance tests is to be
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established. If, acceptance tests are not required then only JRI/On Receipt Inspection
for quantity has to be included in RFP.

(d) Scenario 4.  Goods falling in Scenario 3 above but requiring Acceptance
tests are part of this Scenario. In such cases the need and scope of Acceptance tests
has to be specified in RFP.

(e) Scenario 5.  Goods that are being inducted for first time in service and are
required to be Ruggedised as per SORs. The scope of Validation trials/Production
stage QA & Acceptance will depend on the Categorisation of the equipment as per
AoN. In cases categorised as Buy(Global), the equipment may be outrightly
purchased or may contain India specific modifications. In outright purchase, the
scope of Induction trials will be maximum (except Environmental tests which may be
limited to the extent of Ruggedisation) and should cover all aspects and accordingly
specified in RFP. However, the scope of production stage QA & Acceptance will
depend on whether vendor is in India or abroad, manufacturing process, duration of
delivery, order quantity and number of sub-vendors involved. The clarity on same can
emerge only after vendor selection. Hence, the RFP has to be worded carefully to
indicate requirement of evolving the same with mutual consent prior contract
finalisation.

) Scenario 6.  Goods falling in Scenario 5 but are Categorised Buy(I-IDDM)
or Buy(Indian). Here, the scope of Validation trials will be maximum (except
Environmental tests which may be limited to the extent of Ruggedisation) and should
cover all aspects and accordingly specified in RFP. However, the scope of production
stage QA & Acceptance will depend on complexity of equipment, maturity of
manufacturing process for indigenous content, order quantity etc. The clarity on same
can emerge only after vendor selection and level of indigenisation achieved. There
may be a need to evolve and rationalise QA process with increasing indigenous
content. Hence, the RFP has to be worded carefully to indicate requirement of
evolving the same with mutual consent prior contract finalisation.

() Scenario 7. Goods falling in Scenario 5 but are Categorised Buy &
Make(Indian) or Buy& Make or Make. Here, the scope of Validation trials will be
maximum (except Environmental tests which may be limited to the extent of
Ruggedisation) and should cover all aspects and accordingly specified in RFP.
However, the scope of production stage QA & Acceptance will get derived from the
developer(in make case)/foreign partner’s processes, technology transfer, and Indian
vendor/PA’s processes. The clarity on same can emerge only after vendor selection
and level of technology absorption achieved in various stages. In make case the
vendor will have to evolve QA along with developmental process. Hence, the RFP has
to be worded carefully to indicate requirement of transferring QA as part of ToT /
evolving the same with mutual consent prior contract finalisation.

(h) Scenario 8.  Goods that are being inducted for first time in service and are
required to be of Military grade as per SQORs. The scope of Validation
trials/Production stage QA & Acceptance will depend on the Categorisation of the
equipment as per AoN. In respective cases the Scenarios as applicable in Ruggedised
equipment as above at Paragraph (e), (f) & (g) will be applicable except that in
military grade equipment the full range of environmental tests will be undertaken.
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Annexure III to Appendix C

PRESERVATION, PACKAGING, DELIVERY, ACCEPTANCE,
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PRESERVATION, PACKAGING, DELIVERY, ACCEPTANCE,

PAYMENT TERMS AND WARRANTY(Contd.....)

Workout optimal
preservation &
packaging scheme
required for envisaged
storage period in depot

h

Delivery to
intended user

hJ

Y

Is significant gap
between delivery
& STW?

Hold in depot in original
preservation

Y

. From

Are they for Is STW/
stocking in Acceptance { Previous |
depot? Trials required? | Page

Yes

Specify preservation &
packaging as per
envisaged storage

duration

l

Hold in depot in original
preservation

h J

De-preservation & re-
preservation by vendor
(as required)

Y

De-preservation & STW
by vendor

De-preservation & STW
by vendor

Warranty
commences on

completion of JRI

h

Acceptance Trials

v

Acceptance Trials

Warranty completion of JRI v ,
commenlce:a on Warranty commences Warranty commences
receipt/ post Acceptance trials post Acceptance trials

Scenario
1A
Instructions to the Acquisition Planners
1. Goods delivered can be a standalone entity (system/ equipment) that can be

independently exploited immediately on delivery or after storage for a certain period. It can
even be a sub-system/ assembly or a standalone entity that may require ’installation on’/
‘integration with’ another system for which the likely schedule of availability of premises for
installation/ another system and readiness of such system for final acceptance is essential. In
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a few cases, even after completion of installation/ integration of delivered goods, final
commissioning and acceptance of such system cannot be progressed being linked to the
readiness of a larger system or other associated systems.

2. Comprehensive understanding of all the above requirements and realistic assessment
of likely availability of ‘other’ systems for trials and acceptance of the delivered goods is
essential to optimally plan the acquisition, to retain the shelf-life of the goods even in the
worst case scenario, so that the delivered goods are accepted in conformity with the planned
acceptance scheme and its warranty commences with the exploitation for the intended
purpose.

3. These imperatives define the delivery schedule, packing, preservation (re-
preservation if any) & storage conditions, scheme and schedule for final acceptance, system
readiness for final exploitation and commencement of warranty. Payment terms for delivery
of such goods need to be thoughtfully evolved to ensure that the payment is commensurate
with the extent of fulfilment of contractual liability by the supplier. Where the supplier had
fulfilled contractual liability and ready to fulfil the next stage, but the next stage cannot be
fulfilled due to unavailability of associated system/ platform not attributable to the supplier,
suitable provision to make a part stage payment is to be made in the payment terms so that
the payment is not delayed for reasons not attributable to the supplier.

4. The above flowchart aims at aiding the analysis of the project for the above aspects.
Acquisition planners are to follow the following steps while formulating the RFP:-

(@) Analyse various stages of the project from the Delivery Schedule — Installation
— Integration - Setting to Work - Commissioning - Final Acceptance as per the Flow
Chart, to clearly understand the requirement, if any, of storage prior/ post
installation, max duration for which the delivered goods are to be retained in
preserved state (with due consideration to various risks that may delay their
Installation-Integration-STW-Commissioning), analysis of likely delays in integration/
installation/ commissioning/ exploitation of the goods so as to arrive at an optimum
plan and features to take care of all the possible scenarios in the RFP.

(b) Various likely Scenarios of relevant clauses in the RFP and SCOCs are as
follows:-

(i) Scenario 1.  Equipment which are not required to be installed and
integrated and also no STW/Acceptance trials are involved and are meant to be
delivered to depots for stocking. These needs to be preserved for long duration
but in a sheltered environment. The Warranty shall commence on completion of
JRI.

(ii) Scenario 1A. Equipment which are not required to be installed and
integrated and also no STW/Acceptance trials are involved and are meant to be
delivered to end user directly for early usage. These need not be preserved for
long duration. The Warranty shall commence post JRI/on receipt inspection.

(iii) Scenario 2. Equipment  which is not required to be
installed/integrated but needs to go through STW/Acceptance trials. In case
there is not going to be much delay in STW/Acceptance trials after delivery then
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the basic preservation for storing in Depots is needed, followed by de-
preservation by vendor. The warranty shall commence post Acceptance trials.

(iv) Scenario 3. Equipment  which is not required to be
installed/integrated but needs to go through STW/Acceptance trials. In case
there is going to be much delay in STW/Acceptance trials after delivery then the
proper preservation for storing in Depots is needed, followed by de-
preservation/re-preservation by vendor may be needed and shall be included
accordingly. The warranty shall commence post Acceptance trials.

v) Scenario 4.  Equipment which is required to be installed/integrated
and needs to go through STW/Acceptance trials. In case there is going to be no
delay in  STW/Acceptance trials  after delivery as  associated
systems/infrastructure is readily available then basic preservation and packing
scheme should be worked out. The warranty shall commence post Acceptance
trials.

(vi) Scenario 44. Equipment which is required to be installed/integrated
and needs to go through STW/Acceptance trials. In case there is going to be
significant delay in STW/Acceptance trials after installation/integration due to
operational/other reasons then suitable in-situ preservation/de-preservation
scheme should be worked out. The warranty shall commence post Acceptance
trials.

(vii) Scenario 5.  Equipment which is required to be installed/integrated
and need to go through STW/Acceptance trials. In case there is going to be
delay  in  installation/integration  after  delivery  as  associated
systems/infrastructure is readily not available then suitable preservation and
packing scheme should be worked out. There will be requirement to de-preserve
the system by vendor, the same shall be included. The warranty shall commence
post Acceptance trials.

(viii) Scenario 6. Equipment which is required to be installed/integrated
and need to go through STW/Acceptance trials. In case there is going to be
significant delay in installation/integration trials after delivery as associated
systems/infrastructure is not likely to be available in near future then robust
preservation/de-preservation/re-preservation and packing scheme should be
worked out. The equipment may be held in depots or may be at vendor premises.
Suitable payment terms to the vendor have to be factored in. The warranty shall
commence post Acceptance trials.

(c) Packaging/ Preservation instructions and Delivery Schedule shall take above
scenarios into consideration to ensure that the installation of goods and STW and Final
Acceptance is completed before the expiry of preserved life.

(d)  Preservation & Packaging. The Preservation and Packaging plays a very
important role in the equipment health prior installation and acceptance trials. Hence,

the scheme of preservation and packaging must be carefully selected to meet the
transportation and storage requirements prior fitment or delivery to depot. The kind of
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preservation scheme to be used depends on the type of the equipment & it’s
composition, Sub-systems and size (Electronic/ mechanical/hydraulic/composites),
atmospheric conditions it will be stored in (whether the system is likely to be exposed to
rain/sunlight/high temperature etc) and duration of storage. Depending on the
preservation scheme and duration of storage there may be need for de-preservation and
re-preservation.

(e) Delivery Schedule. Realistic assessment of various timelines including likely
delays in the availability of associated infra/ system/ platform for installation/
integration and STW, Commissioning & final acceptance is to be made and the delivery
schedule is to evolved suitably to minimise avoidable storage of goods for extended

periods.

) Preservation_Period. Based on the delivery schedule thus evolved, optimal
preservation period is to be suitably arrived at and indicated in the RFP. If necessary,
inputs on the max feasible preservation period may be obtained from the OEMs during
RFI process. If the in-storage preservation period required is longer than the optimal/
max preservation period, requirement of in-storage de-preservation/ re-preservation is
to be indicated in the RFP as a deliverable and contracted, with a condition that the
payment will be made on actual utilisation as necessary. Similarly, if delay anticipated
between installation/ integration and STW, Commissioning & Acceptance Trials,
preservation during the period is to be included in the contract.

(g) Warranty. If the preserved state of the goods is ensured right through the
storage and STW and commissioning, the warranty can commence with effective
exploitation of the system, irrespective of delivery, so that the warranty can be gainfully
utilised to test the equipment during exploitation. If necessary, feedback from
prospective bidders on this aspect can be gathered during RFI process.

(h) Payment Terms. If in spite of all efforts to logically evolve the delivery
schedule, the goods are ready for delivery and corresponding infrastructure/ associated
system/ platform is not available as expected for installation and integration in a
reasonable time, the supplier cannot be denied payment for the work accomplished in
conformity with the contract schedule. The goods are to be accepted as per delivery
schedule and the payment for the corresponding stage is to be made inline with the
contract. If the next stage of work cannot be executed by the supplier due to delay on
the part of the buyer in providing requisite infra/ associated system/ platform for STW,
Commissioning and Acceptance trials in a reasonable time, the payment terms should
cater for making certain part of the associated stage payment (even before
accomplishing requisite work), against submission of bank guarantee for equal amount
and firm undertaking from the supplier that they will fulfil all the obligations
immediately on availability of requisite infra/ associated system/ platform. For the
purpose of defining payment terms, following guidelines may be followed.-

(i) If Installation, Integration, STW, Commissioning and Acceptance trials
of delivered goods does not involve establishing fructification of a new
concept/ Development project/ validating a proof of concept/ IDDM concept,
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about 10 to 15% of total value of the goods is to be retained for installation,
integration, STW, Commissioning and Acceptance.

(ii) If Installation, Integration, STW, Commissioning and Acceptance
trials of delivered goods involves establishing fructification of a new concept/
Development project/ validating a proof of concept/ IDDM concept, about 25
to 30% of total value of the goods is to be retained for installation,
integration, STW, Commissioning and Acceptance.
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Appendix D to Chapter 11
(Refers to Paragraph 24 of
Chapter II)

DEFINING ATTRIBUTES AND DECISION FLOW CHARTS

Decision Flow Charts. Following Flow Charts are Annexed to this Appendix:-

(a) Annexure [ - Buying Priority Chart

(b) Annexure I - Chart 1-Buy (Indian- IDDM)

(©) Annexure 11 Chart 2-Buy Indian

(d) Annexure [V Chart 3-Buy & Make (Indian)
(e) Annexure V - Chart 4-Buy (Global — Manufacture in India)

€3] Annexure VI

Chart 5-Buy (Global)

(2) Annexure VII Chart 6-Make Procedure

Defining Attributes of Procurement Categories

2.

Defining Attributes of the ‘Buy (Indian-IDDM)’ Category.

(a) The equipment/system/platform is already in service, having been produced
by Indian industry based on in-house R&D or through ‘Make’ scheme or developed
under Paragraph 72 of Chapter II of DPP 2016 or Chapter IV of DAP 2020 in the
past.

Or
(b) The equipment/system/platform is already in service, having been produced
by Indian industry based on transfer of technology from a foreign vendor.

Or
(c) Though not in service, but is available in Indian industry for some other
sector.

Or

(d) Though not in service, equipment/system/platform can be produced as all key
technologies are available and Indian industry has capability to design, develop,
manufacture, test and integrate the system.

And
(e) In case of upgrades of in-service equipment/system/platform, Indian industry
has the requisite technology and capability to implement the upgrades sought,
through one of the means detailed above.
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And
® In each of the above situations, the Indian industry can deliver the
equipment/system/platform with the stipulated indigenous content, firstly for trials
and secondly for operational use as per indicated time schedule and in requisite
numbers.

Defining Attributes of the ‘Buy (Indian)’ Category.

(a) The equipment/system/platform is already in service, having been produced
by Indian industry.

Or
(b) Though not in service, but is available in Indian industry for some other
sector.

Or
(c) Though not in service, equipment/system/platform can be produced as all key
technologies are accessible and Indian industry has capability to manufacture, test
and integrate the system.

And
(d) In case of upgrades of in-service equipment/system/platform, technology is
available to Indian industry, which has the capability to implement the upgrades
sought, through one of the means detailed above.

And
(e) In each of the above situations, the Indian industry can deliver the
equipment/system/platform with the stipulated indigenous content, firstly for trials
and secondly for operational use as per indicated time schedule and in requisite
numbers.

Defining Attributes of the ‘Buy and Make (Indian)’ Category.

(a) The equipment/system/platform or the required upgrade is available with
foreign OEMs (whether in service in foreign country or not).

And
(b) The foreign OEMs should be willing to provide Transfer of Technology
(ToT) for indigenous manufacturing and provide Maintenance ToT (MToT),
pertaining to critical technologies as per the specified range, depth and scope.

And
(©) Indian industry can absorb the technology and create the necessary
production, test and integration facilities and poise for the up-gradation needed.

And
(d) Indian industry can deliver the equipment/system/platform with the stipulated
indigenous content, for operational use as per indicated time schedule and in
requisite numbers (graded approach for indigenous manufacture i.e. Fully Formed
(FF), Semi Knocked Down (SKD) Kits, Completely Knocked Down (CKD) kits,
Indigenous Manufacture (IM) kits).
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Defining Attributes of the ‘Buy (Global - Manufacture in India)’ Category.

(a) The equipment/system/platform or the required upgrade is available with
foreign OEMs (whether in service in foreign country or not).

And
(b) The foreign OEMs should be willing to setup a subsidiary/JV/ToT to Indian
PA with complete facilities for manufacturing of the entire/part of the equipment and
spares/assemblies/sub-assemblies/Maintenance along with Repair and Overhaul
(MRO) facility for the entire life cycle support of the equipment.

And
(c) The equipment/system/platform with the stipulated indigenous content, as per
indicated time schedule and in requisite numbers can be affected by the OEM from
the manufacturing facility in India.

Defining Attributes of the ‘Buy (Global)’ Category.

(a) The requirement of equipment/system/platform is not of strategic or long
term nature which cannot be fulfilled through higher preference category; under this
circumstance, the following may be ensured:-

(1) Buy (Global) on multi or single vendor basis.

(11) Fast Track Procedure in case of urgent operational requirements.
Or
(b) The requirement is of strategic nature and/or of long term nature. A single
foreign vendor or all foreign vendors of the same country can provide
equipment/system/platform; under this circumstance, the following may be ensured:

(1) Buy (Global) under Government to Government arrangement.

(1)) In case of multiple vendors, product may be selected before
approaching the foreign Government.

(ii1))  Conclude Inter Governmental Agreement if one does not already
exist, as required.

(iv)  Requirement of ToT/MToT as required/likely to be made available
may be factored.
Or
(c) The requirement is of strategic nature and/or of long term nature. More than
one foreign vendor from different countries can provide equipment/system platform;
under such circumstance, the following may be ensured:
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(1) Buy (Global) on competitive bidding basis.
(i1) Involve the Government of L1 bidder if required.
(ii1))  Include ToT/MToT as necessary.

Note: 70T in Buy (Global) category cases is essentially to provide the Buyer with leverage
during negotiations or even post contract stages. It may cover only certain critical product
items such as fuel/warhead contents of a missile or ammunition of gun etc. It need not
necessarily be as comprehensive in range, depth and scope as under the ‘Buy and ‘Make
(Indian)’ or ‘Buy and Make’ categories.

7. Defining Attributes for Categorisation of Procurement Under the ‘Make’
Category.

(a) The equipment/system/platform or their upgrades or their sub-systems/sub-
assembly/assemblies/major components, as the case may be, would be designed and
developed based on matured technologies.

Or
(b) The equipment/system/platform or their upgrades or their sub-systems/sub-
assembly/assemblies/major components, as the case may be, would be developed
using matured/proven technologies which are available to the Indian industry
through indigenous or foreign sources; however access to technology and other
production related dependencies should be under the control of Indian entities only.

And
(©) Fundamental research & development (R&D) of core technology or materials
is not envisaged.

And
(d) Indian industry has or can establish the requisite capability for development,
manufacturing, test, integration and production.

And
(e) Adequate time is available for induction of capability.
And
® Minimum indigenous content at prototype development and production

stages, as stipulated, can be achieved.

L
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Annexure I to Appendix D
Buying Priority Chart

Requirement of equipment/platform/system (product) or their upgrade.

y

l Matter to be

referred to
Is the current procurement the AoN

from a DPSU or through an
existing contractual

Is the product as per SQR,

already in service? according

authority for
further action

Is the product available in India, and Refer chart No. 1
meets Buy (Indian-IDDM) criteria? (Buy (Indian-IDDM))

Yes

Is the product, with stipulated
IC (>=50%), available with an

Yes

Is the need long term
and recurring?

Refer Chart 2
(Buy Indian)

v
Refer Chart 2 (Buy Indian) and
Chart 6 (Make Procedure)

Are the foreign vendors ready to
manufacture in India as per Paragraph 1

Is it possible for Indian vendor(s) to
develop the product based on technology
transfer from foreign vendor(s)?

Is the need long
term and recurring?

Refer Chart 3
(Buy & Make
(Indian)) and No Refer Chart 4 (Buy
Chart 6 (Make Global Manufacture
Procedure) in India) and Chart
6 (Make Procedure)

Is the need long term and

Refer Chart 5 Refer recurring?

Buy (Global) & Chart 5 Yes

Chart 3(Buy & Make (Buy
(Indian)) Global) Refer Chart 5 (Buy Global) and
Chart 4 (Buy Global Manufacture in India)
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Annexure II to Appendix D

Chart 1 - Buy Indian (IDDM)

Equipment/platform/system (product) or their upgrade required under ‘Buy Indian
(IDDM)’ categorisation of procurement.

Is the product
indigenously designed,

Does the product

developed and meet the essential — >
manufactured the product parameters detailed No
with stipulated IC in the SQR?

(>=50%)?

Can the vendor(s)
meet the delivery
schedule as required
by the SHQ(s)?

Can the vendor(s) field
the product in time for
evaluation and trials?

Is it cost prohibitive to
procure the product
under Buy (Indian-

IDDM) category?

Yes

Categorise the
equipment/platform/system
(product) or the required upgrade
under ‘Buy (Indian -IDDM)’

procurement

v

Record all reasons for not considering
the procurement under ‘Buy (Indian —
IDDM)’ category.

Refer Chart 2 (Buy (Indian))
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Annexure IIT to Appendix D

Chart 2 - Buy Indian

Equipment/platform/system or their upgrade required under ‘Buy (Indian)’
categorisation of procurement.

Is the product available from the
Indian industry, with the stipulated
IC (>= 60%)?

Does the product meet the essential
parameters detailed in the SQR?

Does the vendor(s) meet the delivery
schedule as required by the SHQ(s)?

Yes

Can the vendor(s) field the product in
time for evaluation and trials?

Yes

Is it cost prohibitive procure under ‘Buy
Indian’ category?

Categorise the Yes

equipment/platform/system (product)
or the required upgrade under ‘Buy

\ 4

(Indian)’ procurement

Record all reasons for not
considering the
procurement under ‘Buy
(Indian)’ category

Refer Chart 3

Buy & Make (Indian)
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Annexure IV to Appendix D
Chart 3 — Buy & Make (Indian)

Equipment/platform/system (product) or their upgrade required under
‘Buy & Make (Indian)’ categorisation

Review SQRs or initiate
categorisation under
‘Make’ procedure

Is the product, meeting the essential SQR
parameters, available with foreign

Yes

Is the need 1011g Would the inducted Initiate categorisation
term and recurring numbers justify long under ‘Buy Global’
in nature? term life cycle procedure

support locally?

Can Indian vendor(s) absorb the
technology from foreign vendor(s)?

Yes

Can Indian vendor(s), tie-up with suitable
foreign vendor(s) for initial sale, for transfer
of technology, and build the test facilities

Yes

Can the Indian vendor(s) meet the delivery No
schedule as required by the SHQ(s)?
Yes
Can the Indian vendor(s) field the product in N
time for evaluation and trials?
Yes
Is it cost prohibitive to procure the product Yes
from Indian vendor(s) under ‘Buy and Make
Indian)’ category?
No v
Categorise the Record all reasons for not
equipment/platform/system (product) or considering the procurement under
the required upgrade under ‘Buy & ‘Buy and Make (Indian)’ category.

Make (Indian)’ procurement
Refer Chart 4 (Buy Global Manufacture in India)
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Annexure V to Appendix D
Chart 4 — Buy (Global- Manufacture in India)

Equipment/platform/system (product) or their upgrade required under ‘Buy Global
Manufacture in India’ categorisation

Is the product Review SQRs or initiate
development capability available with ‘Make’ categorisation
foreign vendor(s)? procedure

Initiate
categorisation

Is the need long Would the inducted der ¢
term and recurring numbers justify long under B}ly
in nature? term life cycle Global’
support locally? procedure

Are the Foreign Vendors ready to manufacture
in India as per Paragraph 11 of Chapter 12

Will the product meet the essential
parameters detailed in the SQR?

Can the foreign vendor(s) meet the delivery
schedule as required by the SHQ(s)?

Can the foreign vendor(s) field the product
in time for evaluation and trials?

Is it cost prohibitive to procure the product
under Buy Global Manufacture in India

Record all reasons for not considering
the procurement under ‘Buy Global

Categorise the equipment/platform/system Manufacture in India’ category.

(product) or the required upgrade under ‘Buy

Global Manufacture in India’
Initiate categorisation under ‘Buy Global’ procedure
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Annexure VI to Appendix D
Chart S — Buy (Global)

Equipment/platform/system (product) or their upgrade required under ‘Buy (Global)’
categorisation

Buy (Global)

through a global
Is the requirement of long term strategic tender; adopt fast-
nature? track procedure if
necessary

Are there more than one foreign OEMs who
are willing to supply?

Are the OEMs, willing to supply their
product, from different countries?

Initiate ‘Buy (Global)’ under
global tender or ‘Government to
Government’ agreement

Can the vendor(s) meet the delivery
schedule as required by the SHQ(s)?

Can the vendor(s) field the product in time
for evaluation and trials?

Is it cost prohibitive to procure the product
under ‘Buy (Global)’ category?

Yes y
Categorise the
equipment/platform/system (product)

Categorise the

. . equipment/platform/system (product)
or the required upgrade under ‘Buy

(Global)’ procurement

or the required upgrade under Make
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Annexure VII to Appendix D
Chart 6 — Make Procedure

Equipment/platform/system (product) or their upgrade required under ‘Make’
categorisation of procurement.

Is it a critical requirement
for the Indian armed forces?

Does the product developmen
entail high risk for the industry,
which it is not willing to takg2

Is the system of low risk
nature for the industry
and is not indigenously

manufactured/developed’

Does the Indian industry have the
technical capability to design and
develop the system?

industry willing to
develop the system with
o funding, but assured

Is the Indian industry
willing to develop the product,
with the stipulated IC, under the
‘Make’ program?

Does the Indian
industry have the
technical
capability?

Can the Indian industry
field the equipment for trial
and evaluation as per
service requirements?

Can the Indian
industry meet the
development, testing and
delivery schedule}

Can the Indian industry meet
the development, testing and
delivery schedule?

‘Make - I’ procedure to be initiated ‘Make - II” procedure to be initiated

Review SQRs
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Appendix E to Chapter 11
(Refer to Paragraph 28 29
of Chapter I1)

DEFENCE OFFSET GUIDELINES

The provisions in the Defence Acquisition Procedure concerning offsets will be implemented
as set out in succeeding paragraphs.

1. Objective of Defence Offsets

1.1 The key objective of the Defence Offset Policy is to leverage the capital acquisitions
and technology to develop Indian defence industry by (i) Fostering development of
internationally competitive enterprises and (ii) Augmenting capacity for Research, Design
and Development related to defence products.

2. Quantum and Scope of Offsets

2.1 Applicability of Offsets. The Offsets clause would be applicable for Buy
(Global) categories of procurement where the estimated AoN cost is ¥ 2000 crores or more.
An Indian Vendor participating in the Buy (Global) category would be required to meet
minimum 30% IC, failing which such vendor would be required to discharge offsets as
applicable in the case. In certain cases, the DAC may consider partial or full waiver of the
Offsets clause. In case of a waiver for a particular acquisition case, eligible/selected Indian
vendors need not be exempted from the corresponding IC stipulations. No offsets will be
applicable in all ab-initio Single Vendor Cases, including procurements based on IGA/FMS.

2.1.1 For ‘Buy (Global)’ category procurements, if an Indian firm including a Joint Venture
between an Indian Company and its foreign partner is bidding for the proposal, the clause
relating to offset obligation will not be applicable if the IC in the product is more than 30
percent. In case the IC in the product is less than 30 percent, the Indian firm or the Joint
Venture has to ensure that offset obligations are fulfilled to the tune of ‘30% IC
percentage’(IC is to be declared upfront at the time of submission of bid).In such a case, the
Indian firm will clearly delineate the IC and offset portions in the offset contract and in offset
claims.

2.2 30% of the estimated cost of the acquisition in ‘Buy (Global)’ category acquisitions
will be the required value of the offset obligations.

2.2.1 In respect of Shipbuilding cases on competitive basis (Section B, Chapter XII), for the
purpose of calculating offset obligation, the total cost shall include basic cost of the vessel,
cost of Base and Depot (B&D) spares and the modification cost. Offset obligations may be
discharged with reference to eligible products and services as described in Annexure-VI to
Appendix-E.
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2.4 The offset condition will form a part of the RFP and subsequently of the main
contract. A separate offset contract will be executed simultaneously with the main contract.

25 There will be no offset obligations in (i) Procurements under the Fast Track
procedure, and (ii) Procurements under the ‘Option clause’ where an offset obligation was
not stipulated in the original contract. In respect of procurements under the “Option clause’
where an offset obligation was stipulated in the original contract, the offset guidelines
prevailing at the time of signing of the original contract would be applicable.

3. Avenues for Discharge of Offset Obligations

3.1 In compliance to Paragraph 1 above, offset obligations may be discharged by any one
or a combination of the following methods:

@ Direct purchase of, or executing export orders for, eligible products manufactured by,
or services provided by Indian enterprises, i.e. DPSUs, OFB and private and public sector.
The list of products and services eligible for discharge of offset obligations is at Annexure VI
to Appendix-E.

(b) Investment in defence manufacturing: This could be through FDI or direct investment
or joint ventures or through the non-equity route for co-production, co-development and
production or licensed production of defence products. Such investment would be subject to
the guidelines/licensing requirements stipulated by the Department for Promotion of Industry
and Internal Trade (DPIIT)/ Ministry of Home Affairs (MHA), Government of India. The list
of “eligible products’ for discharge of offset obligations is at Annexure V1 to Appendix-E.

(© Investment in ToT to Indian enterprises for manufacture of eligible products. The list
of eligible products for discharge of offset obligations is at Annexure VI to Appendix-E. The
investment in terms of ToT must cover all documentation, training and consultancy required
for full ToT (civil infrastructure and related equipment is excluded). The ToT should be
provided without licence fee and there should be no restriction on domestic production, sale
or export.

(d) Acquisition of technology through ToT to Government institutions and establishments
engaged in the manufacture and/or maintenance of eligible products as listed at Annexure VII
to Appendix-E, including DRDO and OFB/DPSUs. This will include augmenting capacity
for Research, Design and Development, Training and Education but exclude -civil
infrastructure and related equipment.

* Amendment issued vide Appendix A to MoD ID No 1(8)/D(Acq)/21 dated 11.11.2021.
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(e) Technology Acquisition by the DRDO in areas of critical technology as listed in
Annexure-VIII to Appendix-E. Guidelines for this purpose are at Annexure-IX to
Appendix-E.

Note:

(1) Where ToT is proposed under Paragraph 3.1(c) and 3.1(d) above, Vendor shall ensure
that the ToT is comprehensive and all aspects of design, manufacturing know-how and know-
why is made available to the IOP.

4. Indian Offset Partner (I0P)

4.1 Indian enterprises, institutions and establishments engaged in the manufacture of
eligible products and/or provision of eligible services, including DRDO, are referred to as the
Indian Offset partner (IOP).

4.2  The IOP shall, besides any other regulations in force, also comply with the
guidelines/licensing requirements stipulated by the DPIIT/MHA as applicable.

4.3 The Vendor/Tier-1 sub-vendor will be free to select the IOP for implementing the
offset obligation provided the IOP has not been barred from doing business by the Ministry

of Defence.

4.4 In relation to the discharge of offset obligation, the agreement between the
Vendor/Tier-1sub-vendor and the IOP shall be subject to the laws of India.

5. Discharge of Offset Obligations

Vendor Responsibility

5.1 The vendor of the main procurement contract will be responsible for the fulfillment of
offset obligations. The vendor may allow his Tier-1 sub-vendors under the main procurement
contract to discharge offset obligations, to the extent of their work share (by value), on behalf
of the vendor. However, overall responsibility and liability for the full discharge of offset
obligations shall continue to remain with the vendor. Any shortfall by the Tier-1 sub-vendor
shall be made good by the vendor, failing which the vendor shall be liable for penalty and
debarment as stipulated in the offset guidelines.

5.1.1 In respect of Paragraph 3.1(b), 3.1(d) and 3.1(e) offset discharge can be permitted by
entities other than vendor/Tier-1 Sub-vendor on a case to case basis.
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Period for Discharge

5.2 Offset obligations are to be discharged within a time frame that can extend beyond
the period of the main procurement contract by a maximum period of two years. The period
of main contract includes the period of warranty of the equipment being procured under the
main contract.

Performance Bond

53 Where the period for discharge of offset obligations exceeds the period of the main
procurement contract, the vendor will be required to furnish an additional Performance Bond
to Defence Offset Management Wing (DOMW) in the form of a Bank Guarantee covering
the full value of the un-discharged offset obligations falling beyond the period of the main
procurement contract. This Performance Bond shall be reduced annually, until full extinction,
based on the pro rata value of the discharged offset obligation accepted by DOMW. The
additional Performance Bond shall be submitted six months prior to expiry of the main
Performance-cum-Warranty Bond.

Offset Credits for Investment in Defence Manufacturing

5.4  Where the discharge of offset obligation is proposed in terms of Paragraph 3.1(b), L1
vendor must provide a Detailed Project Report (DPR) with cost break-up. Offset discharge
shall be subject to physical completion of the project and verification of audited accounts of
the company setting up the manufacturing unit.

Offset Credits for Investment in ToT

5.5  Where technology is proposed to be transferred under Paragraph 3.1(c), a third party
valuation from the recognized/certified valuation firms duly accepted by the IOP to be
submitted. The valuation so determined should be supported and justified through following
approaches:

Cost Approach

(1) Current cost estimate of technology development effort.

(i1) Cost saving due to local purchase vs Global purchase.

(iii))  Net present value of the expected proceeds from future sales.
Market Approach:

(1) Revenues generated from the technology till date.
(i1) Exclusive use or territorial protection.

(iii))  Creation of new market for IOP.

(iv)  Jobs creation (Direct & Indirect).
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Note: Cost of the valuation will be borne by the vendor and no offset credits will be
admissible for the cost of valuation. It would be appropriate if the same is transferred by the
vendor to the government and it then hires the valuer jointly with the vendor. Another option
is for the valuer to be hired by the vendor in consultation with the Government. Detailed
procedure for valuation of technology being transferred to Indian Industry, including the list
of approved valuers, will be issued separately by DDP.

Value Addition

5.6  The concept of value addition will apply only for direct purchase/export of eligible
products. Value Addition will be determined by subtracting (i) value of imported components
(i.e.) import content in the product and (ii) any fees/royalty paid.

Note: IC aspects are as given at Paragraph 8-12 and Appendix B to Chapter I

Multiplier

5.7  In the discharge of Offset obligation under 3.1 (a), the following multiplier will be
permitted:

(a) Eligible products - Multiplier of 1.0

(b) Components of eligible products - Multiplier of 0.5

Provided, where Indian Offset Partner (IOP) is a Micro, Small and Medium Enterprise
(MSME) and discharge of offset obligation is proposed under Paragraph 3.1(a), a multiplier
of 1.5 will be permitted. MSMEs are as defined by Ministry of Micro, Small and Medium

Enterprises, Government of India from time to time.

5.8 In the discharge of Offset obligation under 3.1 (b), a multiplier of 1.5 will be
permitted.

Provided where the investment is under Paragraph 3.1(b) in Defence Industrial Corridors
notified by the Department of Defence Production, a multiplier of 2 will be permitted.

5.9 In the discharge of Offset obligation under 3.1(c), a multiplier of 2 will be permitted.
5.10 In the discharge of Offset obligation under 3.1(d), a multiplier of 3 will be permitted

5.11 In the discharge of offset obligations under Paragraph 3.1(e), relating to critical
technology acquisition by DRDO, a multiplier of 4 will be permitted.

Note: Clubbing of multipliers is not permitted.
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Valuation of Offsets

5.12  All investments made after signing of the main procurement contract shall only be
reckoned for discharge offset obligations. For the purpose of these offset guidelines, the date
of discharge of offset obligations under Paragraph 3.1 shall be the date of completion of the
transaction, based on documentary evidence as the date of discharge of offset obligation. The
value of the offset components for which offset credits are sought would have to be supported
by documentary evidence.

5.13  Only contracts for direct purchase or export of eligible products or investments made
in eligible products after signing of the main procurement contract shall be reckoned for
discharging offset obligations. For the purpose of these offset guidelines, the date of
discharge of offset obligations under Paragraph 3.1 (a) shall be reckoned as the date of
invoice or the date of final payment whichever is later. In case of equity investment under
Paragraph 3.1 (b) or other investments or ToT and Technology Acquisition covered under
paras 3.1 (c), (d), and (e), the date of completion of the transaction, based on documentary
evidence shall be reckoned as the date of discharge of offset obligation. The value of the
offset components for which offset credits are sought would have to be supported by
documentary evidence. Only transactions undertaken after signing of the offset contract will
be reckoned for discharging offset obligations.

Management of Offsets

6.1 Acquisition Wing.  The Acquisition Wing in the Department of Defence will be
responsible for (i) Commercial evaluation of offset proposals received in response to RFPs
and (i1) Conclusion of offset contracts.

Defence Offsets Management Wing (DOMW)

6.2 Defence Offsets Management Wing (DOMW) under the Department of Defence
Production will be responsible for formulation of Defence Offset Guidelines and all matters
relating to post contract management. The functions of DOMW will include:

(a) Formulation of Defence Offset guidelines.

(b) Technical evaluation of Offsets

(c) Monitoring the discharge of offset obligations, including audit and review of
yearly progress reports received from vendors.

(d) Chairing TOEC for technical evaluation of Offset proposals.

(e) Participation in Commercial evaluation of offset proposals as members CNC.
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® Administration of penalties under offset contracts in consultation with
Acquisition Wing.

(2) Assisting vendors in interfacing with Indian industry.

(h) Other responsibilities assigned under the offset guidelines or entrusted by the
Government.

6.3 The DOMW may avail the assistance of any appropriate entity to discharge its
functions. The period of main contract includes the period of warranty of the equipment

being procured under the main contract.

6.4  The DOMW will work in close collaboration with Acquisition Wing for smooth
implementation of the Offset guidelines.

7. Submission of Offset Proposals

7.1 Paragraph 45 of Chapter II read with Schedule I of DAP 2020 prescribes the standard
RFP document. Paragraph 10 of the RFP format will apply when offsets are attracted. At the
stage of submission of the techno-commercial proposal, the vendor will submit a written
undertaking in the format at Annexure I to Appendix-E to the effect that he will meet the
offset obligations laid down in the RFP as per the Defence Offset Guidelines. This
undertaking will be included in the envelope containing the vendors’ technical bid. It will be
binding on the vendor and will clearly state that failure on the part of the vendor to comply
with the offset guidelines at any stage may result in disqualification of the vendor from any
further participation in the tender/contract. It may also result in imposition of penalties
indicated in Paragraph 8.11 and render the vendor liable for debarment from participating in
future procurement contracts for a period up to five years as indicated in Paragraph 8.15.
Failure to submit the undertaking in Annexure-I to Appendix-E shall render the bid non
responsive and liable to be rejected.

7.2 The Technical and Commercial offset proposals have to be submitted by the vendor
by a date to be specified in the RFP, which would normally be 12 weeks from the date of
submission of the main technical and commercial proposals. Exact date as calculated and
given in the RFP or intimated later by the ADG Acquisition Technical will be binding. The
technical and commercial offset proposal should be submitted in two separate sealed cover to
the ADG Acquisition Technical of Acquisition Wing. The Technical Offset proposals and the
Commercial Offset proposal should be submitted as per formats at Annexure II and
Annexure III to Appendix ‘E’ respectively. The commercial offset proposal must provide
details of the business model for proposals relating to Paras 3.1(c) of the offset guidelines in
case offset credits are being sought under these specific provisions. The Technical and
Commercial Offset proposal for Technology Acquisition by DRDO under Paragraph 3.1(¢e) of
the Offset Guidelines will be forwarded by the ADG Acquisition Technical to DRDO. In case
any offset credits are claimed under Paragraph 3.1(e) of the Offset Guidelines, the Technical
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and commercial proposal should be submitted in a separate envelope as per format at
Annexure-IX to Appendix ‘E’. Failure to submit offset proposals within the stipulated time
frame shall render the bid non-responsive and liable to be rejected. The technical and
commercial offset proposals will be forwarded by the ADG Acquisition Technical to the
concerned SHQs and Acquisition Managers respectively.

8. Processing of Offset Proposals

Technical Evaluation

8.1 The Technical Offset Evaluation Committee (TOEC) will be constituted by the ADG
Acquisition Technical with approval of the DG (Acquisition). The TOEC will include
representatives of the SHQ, Defence (Fin), DRDO and DOMW. The Committee may also
include experts, as may be deemed necessary, with approval of the DG (Acquisition). The
TOEC will be chaired by JS (DOMW). The Member Secretary shall be nominated by the
SHQs. The TOEC Report will be forwarded to DG(Acq) through ADG Acquisition Technical
for acceptance.

8.2  The TOEC will scrutinize the technical offset proposals (excluding proposals for
Technology Acquisition by DRDO as per Paragraph 8.3) to ensure conformity with the offset
guidelines. For this purpose, the vendor may be advised to undertake changes to bring his
offset proposals in conformity with the offset guidelines. During TOEC, the vendor is
expected to provide details pertaining to IOP wise work share, specific products and
supporting documents indicating eligibility of IOPs in addition to conformity with other
clauses in the offset guidelines. If the vendor is unable to provide these details at the time of
the TOEC, the same may be provided to DOMW either up to one year prior to discharge of
offset obligations through that IOP or at the time of seeking offset credits.

(a) If the vendor submits the required documents up to one year prior to discharge
of offset obligations through a particular IOP, the final decision regarding
admissibility of proposal shall be intimated by DOMW within three months of receipt
of complete documents.

(b) If the vendor submits the required documents at the time of seeking offset
credits, DOMW will establish eligibility of IOP, product and offset discharge avenue
along with other compliance issues and if found ineligible on any count, penalty will
be imposed by treating the transactions as invalid. If the proposal is found ineligible
the vendor incurs the risk of re-phasing with consequent enhancement of 5% in
obligations, in case, the annual commitments change due to such ineligibility.

The TOEC will be expected to submit its report within 4-8 weeks of its constitution.
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Note:

(1) The vendors are free to select option under Paragraph 8.2.0nce approved; no
change in option shall be permitted during the contract period.

(i1) In case ToT is proposed under Paragraph 3.1(c) and 3.1(d), the vendor will be
required to provide details of ToT at the time of TOEC.

Technology Acquisition

8.3 Offset Proposals relating to Paragraph 3.1(e) will be assessed by a Technology
Acquisition Committee (TAC) to be constituted by the DRDO with the approval of Scientific
Advisor to Raksha Mantri. The assessments will cover both technical as well as financial
parameters, including valuation of technology, and also indicate the time frame and strategy
for utilizing the technology. The TAC will send its recommendations, duly approved by SA
to RM, to the ADG Acquisition Technical within a period of 4-8 weeks of its constitution, for
incorporation in the TOEC Report. Guidelines for processing Technology Acquisition
proposals are at Annexure-IX to Appendix-E.

Commercial Evaluation

8.4  The Commercial Offset Offer will contain the detailed offer specifying the value of
the total offset commitment components, with a yearly breakdown of the details, phasing,
IOPs. The commercial offset offer will be opened along with the main commercial offer after
the TOEC report has been accepted by the DG (Acquisition). The commercial offset offer
will have no bearing on determination of the L-1 Vendor.

8.5  The CNC for the main procurement case will verify that the Commercial Offset Offer
meets the stipulated offset obligations. Only the commercial offset offer of the L-1 vendor in
the main procurement proposal will be evaluated by the CNC. The L-1 vendor may amend
the commercial offset offer at this stage, to align the proposal with the technical offset
proposal, if required. For evaluation of the commercial offset proposals, the CNC will include
a representative of DOMW as member. The commercial valuation of Technology Acquisition
by TAC (refer Paragraph 8.3) will be incorporated in the CNC Report.

Approval Authority

8.6 The draft negotiated Offset Contract (Annexed with the CNC report), will be
processed by the Acquisition Manager and approved by Raksha Mantri, regardless of their
value. Offset proposals will also be incorporated in the note seeking approval of Competent
Financial Authority (CFA) for the main procurement proposal for information of the CFA.
The offset contract will be signed by the Acquisition Manager along with the main
procurement contract. Signed copies of the offset contract will be made available to DOMW
for its implementation.
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Model Offset Contract

8.7 A model Offset Contract is at Annexure-IV to Appendix-E. The provisions of Offset
Guidelines as applicable will be appropriately reflected in the Offset Contract in a particular
case. Any deviation from the guidelines in a particular case will be put up to DAC through
DPB for approval. The offset contract shall be subject to the laws of India.

Submission of Offset Discharge Claims

8.8  The vendor shall submit offset discharge claims in the format in Annexure-V to
Appendix E to the DOMW through the online portal. DOMW may conduct an audit by a
nominated officer or agency to verify the actual status of implementation.

Discharge of Offset Obligations

8.9  On approval of offset claims by the competent authority from time to time, DOMW
shall convey discharge of offsets to the vendors.

Yearly Offset Obligations

8.10 A vendor shall be required to fulfill offset obligations in accordance with the annual
phasing plan as agreed in the offset contract.

Penalties

8.11 If a vendor fails to fulfill the offset obligation in a particular year in accordance with
the annual phasing as agreed in the offset contract, a penalty equivalent to five percent of the
unfulfilled offset obligation will be levied on the vendor. The unfulfilled offset value will re-
phased as per Paragraph 8.14. The penalty may either be paid by the vendor or recovered
from the bank guarantee of the main procurement contract or deducted from the amount
payable under the main procurement contract or recovered from the Performance Bond of the
offset contract. The overall cap on penalty will be 20 percent of the total offset obligation
during the period of the main procurement contract. There will be no cap on penalty for
failure to implement offset obligations during the period beyond the main procurement
contract. The penalties will be administered by DOMW in consultation with Acquisition
Wing, as required.

Re-phasing of offset obligations

8.12 A vendor may, by giving reasons, request re-phasing of the offset obligations within
the period of the offset contract. The re-phasing request of the vendor will be processed
without any disincentives if the shortfall is re-phased to the following year. However, if the
re-phasing of offset value is proposed over the subsequent years, then 5% additional
obligation will be imposed on re-phased value of every year. The re-phasing request for
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second and subsequent attempts will be processed by imposing additional 5% on proposed
yearly re-phased offset value irrespective of the spread of re-phasing. This yearly additional
5% offset obligation for processing re-phasing request will be over and above the outright
financial penalty on shortfall specified at Paragraph 8.11 of Defence Offset Guidelines. JS
(DOMW) may allow the request, with the approval of Secretary, Defence Production. Re-
phasing will not be permitted beyond the period stipulated in Paragraph 5.2 of the guidelines.

Change in IOP or Offset Avenue

8.13 DOMW may recommend change in offset partner or offset avenue on being
convinced that the change is necessary to enable the vendor to fulfill offset obligations. The
vendor will be required to submit such request through DOMW online portal and which shall
be disposed of within 03 months. Any change in IOP/offset avenue of a Tier-1 sub-vendor
will have to be forwarded to DOMW through the vendor. The overall value of offset
obligations shall, however, remain unchanged. Any change in the IOP and Offset Avenue
shall be approved by the Secretary, Defence Production.

Offset Contract Amendment

8.14  Any amendments to the offset contract due to changes in paras 8.12 and 8.13 shall be
incorporated by the JS (DOMW) in the offset contract through a Supplementary Contract.
JS(DOMW) shall intimate such changes to the concerned Acquisition Manager immediately
after they have been approved.

Debarment

8.15 Any vendor failing to implement the offset obligations will be liable for action under
Paragraph 120 of Chapter II.

Clarifications

8.16 Any clarifications relating to offset proposals at the pre-contract stage will be
provided by the Acquisition Wing in consultation with DOMW as required. Any
clarifications at the post-contract stage will be provided by DOMW in consultation with
Acquisition Wing as required.

8.17  Any differences or disputes with vendors will be settled through discussion and, if not
resolved, will be referred to the Independent External Monitors (IEMs) for advice with the
approval of Secretary (Defence Production).IEMs would provide their advice preferably
within 02 months. The decision of the Acquisition Wing and of the DOMW in respect of
matters relating to offsets within their respective jurisdiction shall be final.
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Annual Reporting to the Defence Acquisition Council

8.18 The Acquisition Wing will submit an annual report to the Defence Acquisition
Council in June of each year regarding the details of offset contracts signed during the
previous financial year. DOMW will also submit an annual report to the Defence Acquisition
Council in June each year regarding the status of implementation of all on-going offset
contracts during the previous financial year.

Miscellaneous Provisions

8.19 It is clarified that any general term/clause that is not included in the offset contract but
is included in the main procurement contract (e.g. Force Majeure, Arbitration, jurisdiction of
Indian Courts, use of undue influence, agents, etc.) would ipso facto apply to the offset
contract.

8.20 Defence Offset Guidelines will apply in harmony with and not in derogation of any
rules and regulations stipulated by various agencies of the Government of India, including

DPIIT, MHA, Department of Commerce and Ministry of Finance, etc.

821 These Defence Offset Guidelines shall come into force with effect from
01 October 2020.
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Annexure I to Appendix E
(Refer to Paragraph 7.1 of
Appendix E)

UNDERTAKING TO COMPLY WITH OFFSET OBLIGATIONS

The Bidder ....................... (name of the company) hereby

(a) Undertakes to fulfill the offset obligation as laid down in the Request For
Proposals.

(b) Undertakes to ensure timely adherence to fulfillment of offset obligations.

(©) Accepts that any failure on the part of the Company to meet offset obligations
will render disqualification from any further participation in the contract and render
ibid offer as null and void.

(d)  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.

(e) Undertakes to translate the detailed technical offset offer given 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 same in the form of a commercial offset offer as and when so required to
by MoD, Gol.
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Annexure II to Appendix E
(Refer to Paragraph 7.2 of
Appendix E)

FORMAT FOR SUBMITTING TECHNICAL OFFSET OFFER

1. The bidder ....................... hereby offers the following offsets in compliance with
the technical offset obligations in the RFP: -

S Eligible | Avenue for | Multiplier | Percentage | IOP/ Time Whether Remarks
No | Offset Discharge Applicable | of  Total | agency | Frame for | Related to
Products | (quote sub | (quote Offsets for Discharge | Main

/Services | Paragraph applicable discha | of Offset | Equipment
Being of 3.1) Paragraph) rge Being
Offered Supplied
(Yes/No)

Note: Bidder to provide following along with technical offset offer: -

a) Undertaking that IOP is an eligible offset partner as per applicable guidelines.

b) Company profile of IOP/agency.

c) Details with quantities of the proposed offset.

d) Letter of IOP/agency confirming acceptance of the offset project in case of direct

purchase or investment.

9 List of Tier-1 sub-contractors, if any, through whom offset obligations are proposed

to be discharged, with percentage of discharge.

2) Proposals for Technology Acquisition by DRDO under Paragraph 3.1(e) of

Appendix E should be submitted separately in the format at Annexure IX to Appendix E.

h) Details of banked offset credits accumulated under earlier DPPs, as certified by
DOMW (Pre-approved banked offset credits will be considered for discharge of offset
obligation subject to maximum of 50 percent of the total obligation under each procurement
contract).
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Annexure III to Appendix E
(Refer to Paragraph 7.2 of
AppendixE)

FORMAT FOR SUBMITTING COMMERCIAL OFFSET OFFER

The bidder

the commercial offset obligations:

hereby offers the following offsets in compliance with

S | Eligible | Avenue Multiplier | Percenta | IOP Time Whether Remarks

No | Offset for Applicable | ge /agency | Frame for | Related to
Products | Discharge | (quote of Total | for Discharge | Main
/Services | (quote sub | applicable | Offsets | discharge | of Offset | Equipment
Being Paragraph | Paragraph) Being
Offered | of 3.1) Supplied

(Yes/No)

Note: Bidder to provide following along with commercial offset offer: -

a) Undertaking that IOP is an eligible offset partner as per applicable guidelines.

b) Company profile of IOP/agency.

c) Details with values of the proposed offset, including details of Tier-I sub-

contractors, if any.

d) Letter of IOP/agency confirming acceptance of the offset project in case of direct

purchase or investment.

e Value of investment supported by documentary evidence.

9 Bidder to provide Detailed Project Report (DPR) with cost break-up relating to

Paragraph 3.1(b) and(c) of the offset guidelines at Appendix E to Chapter Il should be
indicated, as applicable

2) Details of banked offset credits accumulated under earlier DPPs, as certified by
DOMW (Pre-approved banked offset credits will be considered for discharge of offset
obligation subject to maximum of 50 percent of the total obligation under each procurement
contract).
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Annexure 1V to Appendix E
(Refer to Paragraph 8.7 of
Appendix E)

OFFSET CONTRACT

Contract No. Dated

This Offset Contract entered into this day of hereinafter referred
to as the “Effective Date”, is by and between

@) The President of India represented 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 the one part and

(b) M/s (Name of the Vendor) duly represented by and incorporated
under the laws of having its registered office at herein after

referred to as “Seller” on the other part.

Whereas, the Seller has been awarded a Contract, Contract Number dated
for the Project titled >, and the Procurement Contract
stipulates a total amount of to be paid by the Ministry of Defence, Government

of India for the provision of the seller’s goods and/or services and
The Seller clearly understands and agrees to the Offset Clause given in the RFP and the
Defence Offset Guidelines at Appendix-E of Chapter-1l of the BRR DAP 2020, referred

to as the Defence Offset guidelines.

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

@ The Seller understands and agrees that the Procurement contract No.
dated IS subject to the fulfillment of the offset obligations laid down in the RFP. The
total amount of this Offset Obligation is which is (specified) percent (# %)

of the supply contract value.

(@) In the event that the Procurement contract value is increased or reduced, the Seller’s
Offset Obligation shall be adjusted proportionately.

(3) The Offset start date applicable to the Offset Obligations hereunder shall be the
effective date of Procurement contract number dated

4 The Seller agrees and promises to discharge its Offset Obligations in accordance with
the Offset Schedule attached to this contract. The Offset Schedule may not be changed or
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amended in any way without the prior written agreement of the Defence Offsets Management
Wing (DOMW).

5) Within ninety (90) calendar days from the Effective Date of this contract, the Seller
shall, in writing, provide the DOMW, Department of Defence Production, a list of the
Company’s official contact persons for all matters related to this agreement and the
performance of the Seller’s Offset Obligation. The list shall specify the name, mailing
address, street address, telephone, and facsimile numbers of the official contact and shall be
limited to three (3) official contacts. Any and all communications and correspondence by the
DOMW with any of the said official contacts shall be deemed as if by the Ministry of
Defence with the Seller. Further, within ninety (90) calendar days from the effective date of
Contract, the seller shall, in writing, provide to DOMW, Department of Defence Production
with a copy of the Offset programme contracts entered into with Indian Offset Partners
(IOPs) in case the details of IOPs have been provided at TOEC stage/ up to one year prior to
discharge of offset obligations/ at the time of seeking offset credits, as the case may be. In
case of offset discharge through ToT, the ToT details will be provided by the vendor at the
TOEC stage.

(6) In the event of force majeure, representative of the DOMW and the Seller’s
representative will meet to assess progress under the programme prior to the date of the force
majeure event and determine a mutually agreeable manner and schedule for fulfillment of the
Seller’s remaining Offset obligations.

(7 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.

(8) The provisions in the main Procurement contract No. dated
regarding arbitration will be applicable to the offset contract.

9) It is clarified that any general term/clause that is not included in the offset contract but

is included in the main Procurement contract (e.g. Force Majeure, jurisdiction of Indian
Courts, use of undue influence, agents, etc.) would ipso facto apply to the offset contract.
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Annexure V to Appendix E
(Refer to Paragraph 8.8 of
Appendix-E)

MAIN CONTRACT NO AND EFFECTIVE DATE

2.  INDIAN OFFSET PARTNER

3. OFFSET CONTRACT NUMBER

4.  PRODUCT NUMBER AND NAME

5. SCHEDULE OF OFFSET OBLIGATIONS AND FULFILMENT
No Eligible Value of Offset Date by Actual Value Remarks

Products/Services Committed Which to Be fulfilled by including
Offered Fulfilled Reporting date | penalties, if any

6] 2) 3) (4) () (6)

6.  Explanatory notes, if any

7. Supporting enclosures with respect to column 5 above for actual value fulfilled.

8. Value of investment must be supported by documentary evidence.

0. In respect of Technology Acquisition proposals under Paragraph 3.1 (e) of Defence

Offset Guidelines, a copy of this report may also be sent to DIITM, DRDO.
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Annexure VI to Appendix E
(Refer to Paragraph 2.2.1 and
3.1(a), (b) and (c¢) of Appendix E)

LIST OF PRODUCTS ELIGIBLE FOR DISCHARGE
OF OFFSET OBLIGATIONS

Arms. Small arms, mortars, cannons, guns, howitzers, anti-tank weapons.

Ammunition and Explosives.

(a) Bombs, torpedoes, rockets, missiles.
(b) Energetic materials, explosives, propellants and pyrotechnics.

Armoured Vehicles.

Tracked and wheeled armoured vehicles, vehicles with ballistic protection designed for
military applications, mine protected vehicles.

4.

6.

Naval Platforms.

(a) Vessels of war and special naval systems.

(b) Weapons, sensors, armaments, propulsion systems, machinery control
systems, navigation equipment/instruments, hull forms of warships, submarines,
auxiliaries related to Paragraph 4(a) above.

(c) Other Vessels/crafts/boats related to Paragraph 4(a) above.

Aircraft.

(a) Aircraft including helicopter, unmanned airborne vehicles, aero engines for
military use.

(b) Maintenance, Repair and Overhaul (MRO) related to aircrafts and helicopters.

Electronics and Communication equipment. Electronics and communication

equipment specially designed for military use such as electronic counter measure and
countermeasure equipment surveillance and monitoring, data processing and signaling,
guidance and navigation equipment, imaging equipment and night vision devices, sensors.
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7. Other Defence Products.

(a) Forgings, castings and other unfinished products which are specially designed
for products for military applications.

(b) Personal Protective Equipment.
(c) Troop Comfort Equipment.
(d) Parachutes.

(e) Direct energy weapon systems, counter-measure equipment, super conductive
equipment.

Note:
(i) Components related to above categories are also eligible for offset discharge.
(ii) Investment in civil infrastructure and related equipment is excluded from the list of
eligible products and services, unless specifically indicated.

skoskoskok



il.
1ii.
1v.

Vi.
Vil.

Viii.
IX.

X1.
X1i.
Xiil.
X1v.
XV.
XVI.
XVIi.
XVIil.
XiX.
XX.
XXI1.
XXIl.
XXlil.
XX1V.
XXV.
XXVI.
XXVil.
XXViil.
XXIX.
XXX.
XXXI.

128

Annexure VII to Appendix E
(Refer to Paragraph 3.1(d) of
Appendix E)

LIST OF TECHNOLOGY ELIGIBLE FOR DISCHARGE
OF OFFSET OBLIGATIONS
(To be reviewed periodically)

250 KW Silver Zinc Battery

Guidance wire for Torpedo

Helicopter Fire Control System

Mine Counter Measure Vessel

Early Warning Suite for fighter aircraft

Diesel engine technology for ships

Powder Metallurgy Technology (for 3D printing — TI Alloys, Tungsten Alloy and
Super Alloy)

Single crystal/Dissolved crystal

Magnetic signature duplicator (MSD) or Electro-magnetic device (EMD) for use
in conjunction with mine plough attachments for main battle tank.
Light weight armoured composite material and fabrication/manufacturing
technology.

Engine for Futuristic Infantry Combat Vehicle.

Marine Gas turbine for warship propulsion

Propeller and Shafting

Magazine Fire Fighting System

Propulsion Motor Technology

Cognitive Computing

Waveforms for Cognitive Radios

WIFI Technology for Smart Next Generation Radios

Advance OFDM Waveform with MANET features

RAS equipment’s & NATO Probes

Machine Learning

Cyber Technologies

AESA Radar

Optics

RLG Sensors

Flight Control Servers

HUMS- sensors technology, integration, data storage and analysis
Smart MFDs Algorithms, open system architecture

Large Area Displays with touch screens- display, data handling
Electro-Optic Sensors technology and integration

Infra-Red Sight and Target sensors technology and integration
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XXXlii.
XXXI1V.
XXXV.
XXXVI.
XXXVII.
XXXViil.

XXXIX.
xl.
xli.

xlii.
x1iii.
xliv.

xlv.
xlvi.

xlvii.
xlviii.

xlix.
L.

li.
lii.
liii.
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Encryption Techniques for Video/ Audio/ Digital Data in Variable Frequency
Bands

Encryption Techniques for Secured Data Links

Digital Flying Controls computational techniques

Automatic Flying Controls Systems and sensors—Design Process

Light weight rugged ship borne radar antenna design technology

Intermediated Frequency Stage Video Extractor for Radar.

Light weight Base Line Interferometry (BLI) and Circular Interferometry (CI)
wide band ESM antenna

Active sonar system with multi-static capability

Flex-tensional low frequency transducer.

Micro Electro Mechanical System (MEMS) elements and fiber optic sensor based
underwater transducer

Acoustic sensor with passive Target Motion analysis (TMA) capabilities

Mine and Obstacle avoidance Tools

Artificial Intelligence Enabled Systems Technology

MPMSDF/TERA

Unmanned Under Water Vehicles (UUVs)

Al Enabled Automatic Test Equipment

Air Independent Propulsion (AIP) like Fuel Cells and Sterling Engine System for
marine application

Non-Hull penetrating Masts for submarines.

Li-lon Batteries for submarines

Radar absorbent paints for submarine and masts

Multi-phased generators and special rectifiers

Specialized cables associated with weapons and sensors.

Note:(i)All items above will be restricted to defence sectors only.

(ii)Investment in civil infrastructure is excluded unless specifically indicated.
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Annexure VIII to Appendix-E
(Refer Paragraph 3.1(e) of
Appendix-E)

LIST OF CRITICAL DEFENCE TECHNOLOGY AREAS AND TEST
FACILITIES FOR ACQUISITION BY DRDO THROUGH OFFSETS
(To be reviewed periodically)

Critical Technology Areas*®

(1) Seeker Technology

(i)  Jet engine above 90KN

(iii)  Technology Modules for High Performance Drones

(iv)  MMIC for usage in high performance RF Design for Radios

(v) Robotics for smart Ammunition

(vi)  Balance life assessment technology/Medium Refit Life Certification

(vil)  Graphite Block with high flexural strength for application in nozzles for rockets.

(viii)) Smart Ammunition including precision guided ammunition, course correction fuzes.

(ix)  Fiber Optics data bus( CANBUS/ARINC 818 /AFDX), Data Bus cards and associated
accessories

(x) Single Crystal Blade Manufacturing Process

(xi)  Stealth Technology

(xi1)  Variable Exhaust Nozzle actuation mechanisms for straight and Vectored Thrust application

(xiii) Sensors, actuators, RF devices, Focal plane arrays.

(xiv) Nano technology based sensors and displays.

(xv) EM Rail Gun technology.

(xvi) High efficiency flexible Solar Cells technology.

(xvil) Molecularly Imprinted Polymers.

(xviil) Technologies for Hypersonic flights (Propulsion, Aerodynamics and Structures).

(xix) Technologies for generating High Power Lasers and CW Fiber Lasers.

(xx)  Pulse power network technologies.

(xxi) Tera Hertz Technologies.

(xxii) Surface Coated Double Base (SCDB) Propellant

(xxii1) Shock Hardened Sensors

(xxiv) Shared Aperture Antenna

(xxv) Space Time Adaptive Processing (STAP) methodologies

(xxvi) Optical TRMM’s/optical to RF units

(xxvii) Aramid Fiber & High Performance Polyethylene Fiber Production Technology.

(xxviii)Manufacturing of 1,2,4-Butanetriol by Microbial synthesis (Biotechnology)

(xxix) Super Capacitors

(xxx) Tactical sensors for detecting biological agents.

(xxxi1) Artificial Intelligence based under water target detection.

(xxxii) Extended Range Guided Munition (ERGM) projectiles for larger calibre guns.

Visit DRDO website (www.drdo.org) for more details.
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Annexure-IX to Appendix-E
(Refers to Paras 3.1(e), 7.2
and 8.3 of Appendix E)

GUIDELINES FOR TECHNOLOGY ACQUISITION

1. Technology Acquisition (TA) proposals are a valid method for discharge of offset
obligations under Paragraph 3.1(e) of Appendix-E.

2. All offset proposals will be submitted by the Vendors to the concerned ADG
Acquisition Technical in Acquisition Wing as per Paragraph 7.2 of the Defence Offset
guidelines. Proposals submitted under Paragraph 3.1 (e) of Appendix-E will be clearly
indicated by the OEM and submitted in a separate envelope in the format appended to this
Annexure.

3. The Directorate of Industry Interface and Technology Management (DIITM) in the
DRDO will be the nodal agency for all matters related to Technology Acquisition by DRDO.
All TA proposals will be forwarded by the ADG Acquisition Technical to the DIITM,
DRDO. Each proposal under this category will be given a unique identification number by
DIITM, DRDO prefixed by “TA” to indicate Technology Acquisition.

4. DRDO will establish a Technology Acquisition Committee to be serviced by DIITM.
The TAC will be a multi-disciplinary technology evaluation committee, comprising domain
experts from the concerned laboratories, other national S&T laboratories, Service
Headquarters, HQ IDS, members from academia and research institutions, Additional
Financial Adviser (DRDO), and other organizations as deemed necessary, specific to each
proposal received. TAC could seek the services of professional bodies for valuation of
technology, if required.

5. TAC will process cases acceptable as valid offset proposals after initial screening. If
the TAC 1n its assessment feels that the technology so indicated is already available and/or is
of no further use by the DRDO, it may reject the proposal and intimate the ADG Acquisition
Technical. Recommendations of TAC will be incorporated in the TOEC report under
Paragraph 8.1 of the Offset Guidelines.

6. The TAC may call for a presentation and detailed technical discussions with the
OEM/Vendor to understand various aspects of the proposal. Where necessary, the TAC may
visit the Vendors’ premises to make an assessment of the technology offered.

7. TAC will make its recommendations based on viability of the proposal, the
technology implications, options for availability of the technology, range and depth of
acquisition indicated, absorption capability in the country, status of IP before, on and after
acquisition and a fair assessment of the cost of technology. The TAC will recommend a
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multiplier up to 4, with detailed justification, as indicated in Paragraph 5.11 of the Offset
guidelines.
8.  Recommendations of TAC will include the following:-

(a) Merits of the Technology Acquisition proposal, including timeframe for
absorption, with phasing.

(b) Value of offset credits to be assigned for the proposal with detailed
justification.
(©) Indicate the time frame, modalities and potential for utilisation of the
technology.

9. Offset credits will be assigned by DOMW after completion of TA, as certified by
DRDO.

10.  TAC will forward its recommendations to the ADG Acquisition Technical after
approval by SA to RM within a period of 4-8 weeks of its constitution.

FORMAT FOR SUBMISSION OF TECHNOLOGY ACQUISITION PROPOSALS

The format for submission of Technology Acquisition proposals should address the following

aspects:

. The proposal should clearly state that it is under Technology Acquisition category.
. Background of the proposal.

o Technology offered with key elements of technology indicated.

. Components of technology and the nature of transfer.

. Basic infrastructure required for absorption including technical manpower.
o Patents held and status of IPs.

o Development status and contemporary nature of the technology.

. Status of requisite government approvals.

. Present use of said technology in home country and its Armed Forces.

o Offset credits claimed.

. Any other relevant aspect.

skeoskskoskosk
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Appendix F of Chapter 11
(Refers to Paragraph 51 of
Chapter II)

PRODUCT SUPPORT

1. Product Support is a mechanism to ensure maintainability, performance and reliability

throughout the operational life of the equipment, thereby ensuring ‘Capability Sustenance’
along with ‘Capability Acquisition’. The structure of the Life Cycle Support package is to be
aligned with the envisaged Repair and Maintenance Philosophy which inter-alia would

include supply of spares, special tools, repairs of defective equipment / modules / LRUs,

services of specialists and creation of maintenance eco-system, etc.

2. Maintenance Philosophy. Maintenance of the equipment is structured on three

different levels. The Maintenance philosophy can be categorised into ‘O’, ‘I’ & ‘D’ levels

depending upon the technological complexity of the equipment as under :-

(a)

‘O’ Level. Includes Unit and Field Repairs (1¥& 2nd Level).

(1) Unit Repairs. Repairs, carried out within the unit holding the
equipment using tools supplied by the manufacturer as per scaling. These
repairs generally pertain to cleaning, lubrications, minor repairs and
replacement of components and minor assemblies including Line Replaceable
Units (LRUs) etc, carried out without any sophisticated tools or test
equipment. The manufacturer is required to provide the following as per
provisions in the RFP for carrying out such repairs :-

(aa) Table of Tools and Equipment (TOTE) including operators
manual.

(ab)  Scaling of Special Maintenance Tools (SMT), Special Test
Equipment (STE) and Special Equipment (SE).

(i1))  Field Repairs. Repairs carried out at field/flotilla/station level or
equivalent service organisation by technicians specially trained for the
purpose, requiring special tools and spares provided additionally for the class
of the equipment. These repairs comprise replacement of common Line
Replaceable Units (LRUs), sub-modules, other components beyond the
holding of units and repairs undertaken beyond a unit level. Normally, a
field/station workshop covers such repairs of a group of units holding the said

class of equipment and their number will be stated based on equipment
deployment pattern. The manufacturer in addition to the basic unit level
SMTs/STEs/SE, is required to provide the following:-
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(aa)  Quantity and specification of spares up to sub-module level,
other replaceable components that need to be stocked for a specified
population and class of the equipment.

(ab)  Additional Special Maintenance Tools and Test Equipment
needed for each such field/flotilla/station work shop.

(b) ‘I’ _Level. Includes 3rd level Intermediate Repairs by Corps Zone
workshop/Dockyard/Base Repair Depot or other similar service organisation. These
are extensive or special repairs carried out to include component level repairs. This
level of repair envisages special diagnosis and repairs of the repairable inventory up
to Printed Circuit Board (PCB) level, major assemblies, interface equipment/software
and other components beyond the scope of field/flotilla/station level repairs. These
repairs are carried out in the designated workshops by technicians specially trained for
this purpose requiring special tools and spares and the number of such facilities will
be stated based on equipment deployment pattern. The manufacturer is required,
among others, to provide the following:-

(1) Quantity and specification of spares up to PCB level that need to be
stocked for a population of the equipment.

(11) Special Maintenance Tools and Test Equipment that has to be provided
to each of these workshops.

(ii1))  Oils and lubricants necessary for Servicing.
(iv)  All necessary technical literature.
(v) Calibration facilities for test equipment, where applicable.

(©) ‘D’ Level. These repairs include 4th level extensive Base Overhauls (BOH)/
Depot level Repairs which are either routine and planned or necessitated due to major
repairs/renewal requirements requiring stripping and rebuilding of equipment.
Extensive repairs of components / sub-assemblies and overhaul of the complete
equipment is carried out by this facility and due to the complexity requires specific
technical knowledge, infrastructure, related documentation, experience and proper
quality control. Post such repairs, detailed trials are conducted usually by the
overhauling agency, prior to handing over of the equipment to the unit for operational
exploitation. Depending on the population of the equipment, such facilities may be
established in the country. For this, the manufacturer is required to provide the
following:-

(1) All Special Maintenance Tools, jigs, fixtures and test equipment for
carrying out repairs up to component / PCBs/ module level.



135

(i1) Oils and lubricants necessary for overhaul.
(ii1))  All necessary technical literature.

(iv)  Calibration facilities for test equipment.

3. To sustain and support platform/equipment through its operational life-cycle, SHQ

will ensure that Product Support requirements for at least 3 to 5 years beyond the warranty
period will be procured along with the main equipment. The equipment could be provided
product support through any one or combination of the following details which are elucidated
in subsequent paragraphs :-

(2)
(b)
(©)
(d)

(e)

Engineering Support Package (ESP)

Annual Maintenance Contract (AMC).
Comprehensive Maintenance Contract (CMC)
Life Cycle Support Contract (LCSC)

Performance Based Logistics (PBL)

Engineering Support Package (ESP)

4. ESP is the basic engineering support the Seller needs to provide to the Buyer for
undertaking essential repairs and maintenance of the equipment during its exploitation.
These repairs and maintenance would be in consonance with the Maintenance Philosophy
enunciated above. ESP would constitute the following aspects:-

(a) Spares.
(b) SMTs/STEs test set-up.
(©) Technical Documentation.
(d) Training.
5. Spares.
(a) Manufacturer’s Recommended List of Spares (MRLS). List of spares,

recommended by the manufacturer, for maintaining operational serviceability of the
equipment and sustain it for the period as stipulated in the RFP. Cost of the MRLS,
along with likely consumption rate of spares would be provided with the Technical
proposal. The MRLS will be supported by Reliability & Maintainability (R&M)
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report for the proposed spares along with their Mean Time Between Failure (MTBF).
MRLS would be provided separately for each such sub system. In order to prevent
manipulation of the quantum of MRLS for commercial competitiveness or overload
unnecessary MRLS, ‘Adequacy’ clause and ‘Buy Back’ clause will be co-opted in the
contract as under:-

(1) ‘Adequacy’ Clause.  The Seller will confirm to the Buyer the range

and depth of Accompanied Accessories/ User Replaceable Parts/Expendable,
Spares and SMT/STE/Test Jigs being supplied are complete and adequate for
carrying out repairs on the equipment up to the specified level. The Seller will
also commit that any additional items, spares, tools and equipment needed for
use, maintenance and repair will be supplied by the Seller at prices and within
a period as specified in the contract, on receipt of notification from the Buyer
for the Life-Cycle Support period. The Seller will confirm that, if two different
prices have been given for the same/similar item, then the lower price quoted
will prevail. In case, the quoted accessories has several items viz, Sampling
Accessory Kit and add up price of these items is higher than the quoted price
of the accessory, then the price would be lowered / adjusted proportionately
for the items.

(i)  ‘Buy Back’ Clause. The Buyer would have the option to amend the
Manufacturer’s Recommended List of Spares (MRLS) proposed by the Seller
within a period specified in the contract, post expiry of the warranty period.
The Seller needs to agree to either ‘Buy Back’ the spares rendered surplus or

exchange them on ‘cost-to-cost’ basis with the spares, as required by the
Buyer. The said spares would be purchased / replaced by the Seller, based on
the prices negotiated in the contract.

Note. Vendors quoting lesser ESP / MRLS in terms of range and depth will be
governed by the Adequacy Clause. The vendors quoting surplus items in ESP / MRLS
would have to buy back the surplus spares as per the Buy Back Clause.

(b) User Defined List of Spares (UDLS). Cases where the equipment is
already in use with the Service, the initial lot of spares will be procured based on the
UDLS, as recommended by the Maintenance Agency instead of the MRLS.

Special Maintenance Tools (SMTs), Special Test Equipment (STE) and Test Jigs.

SMTs, STE and Test Jigs are essential tools/Jigs/fixtures required to undertake effective
engineering support / repairs on the equipment and its systems, based on the Maintenance
Philosophy. This would be formulated in a similar manner as explained for MRLS and details
are to be included in both Technical and Commercial Proposals. SMTs, STEs and Test Jigs
will be provided by the Seller, as per the list prepared by the Buyer on completion of MET,
where applicable. The list of equipment required to be supplied will incorporate Adequacy
Clause, as elaborated above.
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7. Technical Documentation. The Bidder will be required to provide the technical

literature preferably in IETM (Interactive Electronic Training Manuals) Level 4 format or
higher. An illustrated list of documents which may be submitted by the Seller is as under:-

(a) User Handbook/Operators Manual in English and Hindi.

(b) Technical Manuals. (as per governing JSG/Guide for other technologies)
(1) Part I. Tech description, specifications, functioning of various
systems.
(1)  Part II. Inspection/Maintenance tasks repair procedures, materials
used, fault diagnosis and use of Special Maintenance Tools (SMTs)/Special
Test Equipment (STEs).
(iii))  Part III. Procedure for assembly/disassembly, repair up to component
level, safety precautions.
(iv)  Part IV. Part list with drawing reference and List of SMTs/STEs Test
Bench.
(v) Rotable list, norms of consumption, mandatory/ non-mandatory spares
list for each system.

(©) Table of Tools & Equipment (TOTE) & carried spares.

(d) Complete Equipment Schedule.

(e) Repair and Servicing schedule.

H Design Specifications.

(2) Technical Manual on STE with drawing references.

(h) Condemnation limits.

() Packing specifications /instructions.

(k) Any additional information suggested by the OEM.

8. Details of OEMs. For major / complex equipment, a large number of other OEMs

may also be involved in manufacture of various systems/sub systems / support equipment.
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Details of such OEMs will also be intimated by the Seller as per table below:-

Table 1 - Format for Submitting Details of OEMs

Ser | Equipment | Part | OEM | Contact Details Details of Government
No No (Tel/Fax/Email) | License to OEMs
9. Training. A training package for operators, operator trainers and maintenance

personnel to undertake operation and maintenance of equipment (level 1 to 4 or ‘O’/ I’/ ‘D’)
and QA personnel for QA of equipment as stipulated in respective contract, along with tools
and test jigs training would be required to be carried out in English and Hindi (if required)
language. Requirements such as training aids, projection system, complete equipment with
accessories, technical literature, spares, test equipment, test set up, charts, training handouts,
power point presentations, Computer Based Training (CBT), Documentation, Simulators etc
will be provided by the Seller for the conduct of training. Training should preferably be
conducted before the induction of the equipment. The Seller will provide the Operator and
Maintenance & Repair training, for the duration, strength and locations specified in the RFP
and Contract.

Maintenance Contracts

10.  Maintenance Contracts are recommended for conclusion along with the acquisition of
the equipment for providing maintenance support. These would be covered under Annual or
Comprehensive Maintenance Contracts (CMCs) for a period of at least three to five years
beyond the warranty period. The AMCs/ CMCs would be provided by the OEM / licensed
entity / OEM authorised representative and would commence on completion of warranty
period.

11. Annual Maintenance Contracts (AMC). AMC will include Maintenance and
Repair services by the Seller in order to ensure serviceability of the equipment covered /
services desired for pre-determined annual periods. The spares consumed in execution of
these services are to be provided by the Buyer or cost paid to the Seller, in addition to the
AMC charges. In these contracts the services of the specialist are costed based on the pre-
determined Man-day rates. Therefore, the rates for Services of Specialists and hiring Special

Tools comprising all-inclusive man-day rates at shore, and on operational platform viz, ship
at sea, aircraft will have to be submitted. The following AMC clauses will form part of the
contract: -

(a) Period. The Seller would provide AMC for a period as stipulated in the
contract covering repair and maintenance of the specified equipment and systems
purchased under the present contract. The Buyer Furnished Equipment which is not
covered under the purview of the AMC should be separately listed by the Seller.
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(b) Spares. The Spares will be provided by the Buyer and would be
supplied through the spares contracted under the Engineering Support Package
mentioned above or the cost of spares paid to the Seller, in-addition to the AMC
charges.

(©) Response and Repair Time. During the AMC period, the Seller
would carry out all necessary servicing/repairs to the equipment/system under AMC
at the current location of the equipment. The response time of the Seller should not
exceed the time specified in the contract from the moment the breakdown intimation

is provided by the Buyer. Prior permission of the Buyer would be required in case
certain components/sub systems are to be shifted out of location. Maximum repair
turnaround time for equipment/system would also be as specified in the contract.
However, the spares for other systems should be maintained in a serviceable condition
to avoid complete breakdown of the equipment/system.

(d) Termination of Contract. The Buyer may terminate the maintenance

contract at any time without assigning any reason after giving a suitable notice as
agreed to in the contract. The Seller will not be entitled to claim any compensation
against such termination and, if any payment is due to the Seller for maintenance
services already performed, the same would be paid as per the contract terms.

12. Comprehensive Maintenance Contracts (CMC). Comprehensive Maintenance
Contracts are concluded for a pre-determined period in multiples of annum. The scope of
CMC, in addition to services of the Specialists as mentioned for AMC, include provisioning
of spares, tools and equipment as required for maintenance and repair of the equipment. In
this arrangement, the OEM will ensure that the down time of the equipment does not exceed
the minimum period stipulated in the CMC. In such cases, Engineering Support Package may
be reduced proportionately based on the operational requirements and functional sensitivities
such as geographical spread, remote location, poor connectivity, intense threat environment
precluding employment of civil support, etc. CMC will include all corrective and preventive
maintenance of the systems, equipment and machinery in satisfactory working order and
‘Planned Preventive Maintenance’ (PPM), repairs, servicing, calibration, replacement of

defective parts, sub-assemblies, equipment, preservation /de-preservation as applicable. All
equipment supplied under the proposed contract will be maintained on site by the Seller.
CMC will ensure performance of the equipment in the range and accuracies as set in
equipment Technical Manual. The equipment proposed to be under CMC would be listed
along with their locations. An equipment repair Log book will be maintained to keep a record
of the equipment down time during defect rectification. The scope of work would also
involve the following:-

(a) Preventive Maintenance. The maintenance of the equipment is to be
carried out by the Seller at the Buyer premises. The equipment will be maintained as
per the OEM specified maintenance schedules and equipment manuals. However, the
number of visits by the supplier to the customer premises should be at least once a
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quarter or as agreed to in the contract. The preventive maintenance team visiting the
unit should be composite and possess sufficient expertise and spares to carry out
preventive maintenance activities and resolve any pending unserviceability issues of
the equipment.

(b) Breakdown Maintenance. In addition to preventive maintenance, the
supplier will also be responsible to undertake breakdown maintenance of the
equipment. Defects on the equipment as and when observed, will be intimated to the
Seller by telephone/ fax. The Seller will depute a team for undertaking repairs of the
equipment within two working days from the reporting of the defect, in order to make

the equipment operational. The supplier will need to diagnose, test, adjust, calibrate
and repair / replace the goods/equipment during the CMC period. However, defective
hard disks, strong devices, if any, of the equipment, will not be returned to the
supplier and would be retained for destruction / safe custody. The downtime of the
equipment will commence from the time a defect is reported by the user and the log of
the same would be maintained.

(c) Calibration. Periodic inspection and calibration services as set forth in the
equipment manual shall be provided by the supplier, to ensure operational availability
of the equipment. Requisite certificates may be rendered whenever major
repairs/maintenance on equipment is undertaken.

(d) Spares. Supply of all parts (spares sourced from the OEM/OEM authorised
vendor), including consumables, if any and material required for the optimal
performance of the equipment as per the designed specifications mentioned in the

equipment manual would be the responsibility of the Seller.

(e) Software. The supplier will provide support for maintenance of the
software(s) during the period of CMC and would include the following:-

(1) Upgrades, patches, fixes to the OS and the Application software.

(1))  Back-up and restoration of software, as and when required.

(iii))  No malware certificate.

(iv)  Version of the software and IV & V (Independent verification and
validation) certificate as per the applicable CMM Level, depending on the
criticality of the equipment.

(v) Method of checking the health of the software and debugging methods.

€3] Obsolescence Management. The obsolescence management for the
equipment delivered under the scope of contract would from part of CMC Services.
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The obsolescence management will include providing “Form, Fit and Function”
replacement of any system/sub system rendered obsolete during the period of CMC.

Life Cycle Support Contract (LCSC)

13.  Alife cycle support contract (LCSC) would be signed along with the main acquisition
contract where applicable. Life-cycle support for all types of equipment through its service
life would be provided by the Seller through a LCSC, which inter-alia would include supply
chain to ensure platform supportability and availability in accordance with specifications,
supply of spares, special tools, repair of defective equipment / modules / LRUs, services of
specialists, creation of maintenance eco-system, obsolescence management, etc.

14. The Seller will provide life-cycle support through a Life Cycle Support Contract
(LCSC) as per the agreed terms. LCSC would bind the Seller to provide product support
through Long Term contract (for 5 to 8 years) for supply of spares, repairs and Man-day rates
of Specialists. The RFP shall clearly mention that the vendor would have to finalise the terms
for the life time product support and the LCSC along with the current contract only. LCSC,
will also include active obsolescence management, wherein even after the mandatory period,
the Seller would be bound to give at least two years notice to the Government of India prior
to closing the production line to enable a Life Time Buy of all spares. Under the LCSC,
Spares and Repair support would be provided by the Seller through the following Rate
contracts which would be signed with the main contract:-

(a) Itemised Spare Parts Price Lists (ISPPL). ISPPL for all Spares or Line
Replaceable Units (LRUs) of the equipment along with their Base price, annual
escalation, delivery period and the MTBF (where applicable) be provided, at the time
of submission of offer. The ISPPL shall also include details of the source, especially
for items which are COTS, bought-out, proprietary, etc. ISPPL shall also indicate
interoperability of spares across projects, in case spares/equipment is already inducted
in the Indian Armed Forces. The Seller would submit a comprehensive Itemised Spare
Parts Price Lists (ISPPL) comprising the following: -

(1) Complete Part Identification List (PIL) for all Spares or Line
Replaceable Units (LRUs), along with corresponding unique part numbers.
The list is not to be limited to MRLS (Depot spares) or On-board Spares
(spares along with the system) and should comprise entire list of spares.

(i1) Base Price list of each of the spares along with annual escalation at
time of submission of the offer.

(iii))  Delivery Period of each spare after receipt of Order.

(iv)  Mean Time Between Failure (MTBF), where applicable.
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(v) Terms and conditions for supply of spares.

Table 2 -Illustrative Format for Submitting Details of Spares

Ser
No.

Part | Description | Qty/MoQ | Unit Price List | Deliver If
No. (where |(along with annually Period | Recommended,
applicable) escalation) as MRLS

Note: - The following details be included in the spare parts submission ofter:-

(b)
repairable sub systems/ blocks and units. Wherever applicable, source of components
required for repairs of units should also be specified. RIPL will also indicate
reparability of these in India. Seller should submit RIPL comprising of the following:-

(vi)  Sourcing of spares with respect to COTS and Proprietary.
(vi)  Interoperability of spares across projects, in case the part/system/sub-
system, etc. is already inducted in some other equipment currently in service

or has been contracted for supply to the Indian Armed Forces.

Repairable Items Price Lists (RIPL). RIPL would comprise of all

(1) Complete catalogue of repairable spares (at LRU level), along with
their Part numbers. Source of components required for repairs of units should
also be specified, wherever applicable.

(i)  Base Price list for repairs clearly indicating repairs that can be
undertaken in India and at OEM premises. RIPL will comprise of all
repairable sub systems/ blocks and units.

(i11))  Terms and conditions for undertaking repairs be specified.

(vi)  Delivery Period after receipt of order must be mentioned.

(vii)  For imported equipment, the impetus is to undertake repairs in India.

Repair list in such cases should clearly segregate the list of items that can be
repaired in India and those that have to be undertaken to the OEM premises.

Table 3 - Illustrative Format for Submitting Details of Repairable Spares

Price Lists
Ser | Part e Repairs to be | Unit | (along with | Delivery
No. | No. Description Undertaken Qty | annual period
escalation)

In India | OEM
premise
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Note: - The following aspects to be ensured:-
(1) Repair costs to be all-inclusive (collection/delivery ex-Depot).
(i)  Warranty post repairs will be as specified in the contract document.

(©) Man-Day Rates for Services/Special Tools. Man-day Rates for

Services/Special Tools of Specialists (where applicable) should be specified
corresponding to the categorisation of specialists, e.g. Designers, Engineers and
Technicians, as applicable. Man-day Rates for hiring Special Tools, where applicable
will also be provided.

Performance Based Logistics (PBL)

15. For certain equipment /platforms, the life cycle support could also be provided
through implementation of the Performance Based Logistics (PBL). The requirement of PBL
would be specified in the RFP. The PBL is a Supply Chain concept for optimising the
availability of spares and services support to meet the pre-determined level of operational
availability. The criteria for the PBL supply chain is based on approved Performance Metrics.
The OEM or the contracted Vendor would implement the desired Supply Chain Management
system for meeting the operational performance level. The vendor shall provide overall
logistics support and perform tasks, functions and responsibilities to support the equipment as
a PBL package. PBL Contract will be finalised in the CNC between the Buyer and Seller as
applicable to the case.

16.  The PBL package is inter-alia based upon the following aspects :-
(a) Type and number of Equipment.
(b) PBL Duration
(©) Desired Exploitation Rate per equipment per year.
(d) Desired average and overall equipment availability.
(e) Maximum acceptable downtime.
® Acceptable MTBF and time for repairs.
(2) Mode and timelines for replenishment of Spares
17.  Equipment Delivery & Base Opening Plan. The PBL package would be

designed based on the equipment deliveries and the number of bases where equipment will be
deployed.
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18. Performance Metrics. The performance metrics are measurable performance
indicators. Seller/buyer agree on, what is a successful outcome of the metric and mutually
agree on performance of each metric. Both, the level of required outcome and, the related key
metric need to be spelt clearly. This is necessary to manage performance and consequent
remuneration, which can be an incentive in case of exceedance in performance, and penalty,
in case there is short fall in desired outcome.

19. Vendor Responsibilities.  Division of responsibilities between the vendor and
buyer, for various activities under PBL would be clearly defined as per a Vendor
Responsibility Matrix. The nature of such responsibilities would differ on case to case basis,
but an indicative list of vendor responsibilities is as follows:-

(a) Supply Chain Management up to the Buyer’s central Warehouse.

(b) Repair and Overhaul of all components/LRUs of the equipment delivered
during the PBL period.

(c) Repair/replacement of spare parts.

(d) Replenishment of all expendables to support the periodic maintenance
activities of equipment.

(e) Compliance of modifications, Airworthiness Directives & Mandatory Service
Bulletins (MSBs) etc.

63) Calibration and maintenance of the GSE, GHE, STE and role equipment.

(2) Provide an Information Technology (IT) tool for managing information with
the Buyer.

Online Inventory Management System (OIMS) (where applicable)

20.  To leverage information technology and ensure expeditious order placement as well
as timely product support, SHQ may ask the Seller to provide an Online Inventory
Management System (OIMS), as per mutually agreed format, to place Purchase/Repair
Orders (as applicable) online. The OIMS shall also provide feature to track the delivery
status of the items. Further the OIMS should provide dashboard for intimation on
obsolescence and offer of lifetime buy along with provision for user to interact with the OEM
for technical assistance etc. The detailed scope and features of OIMS shall be finalised
during the negotiations on LCSC. The OIMS may be decided on case to case basis.
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Active Technology Obsolescence Management(where applicable)

21. OEM will indicate his methodology to undertake Active Obsolescence Management
through life cycle of equipment which would include upgradation of systems/ subsystems/
units on completion of its fair service life. The Seller/OEM (as applicable) shall also intimate
the Buyer on likely technology obsolescence of various sub-assemblies/units/modules of
equipment through an Annual Bulletin. In case of impending obsolescence of components,
bulletin should specify either alternate item or option for life-time buy as under:-

(a) The Seller/OEM (as applicable) will notify the Buyer not less than three years
before the closure of its production line about the intention to close production of
equipment for provision of purchasing spare parts, before closure of the said
production line.

(b) Three years prior to completion of design/service life of equipment, the
Seller/OEM (as applicable) will submit techno-commercial proposal for upgradation
of equipment, wherever applicable, to mitigate technology obsolescence and for
ensuring product support for next 15 years (or any other period as decided).

kokoskkok
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Appendix G to Chapter I1
(Refers to Paragraph 65 of
Chapter II)

GUIDELINES:TRIALS RELATED ASPECTS

Types of Trials

1. Trials have different connotations depending on category of acquisition and have
varied scope as well as stakeholders defined by the type of trial. The agency planning and
ordering the trial will promulgate comprehensive instructions to include, inter alia, defined
scope, methodology of conduct, outcomes expected, acceptance criteria and follow-on
actions. Important types of trials and their broad scope is enumerated in the succeeding
paragraphs.

2. Field Evaluation Trial (FET). Details of these are as elaborated at Paragraphs
65 to 83 in Chapter II.

3. Induction Trials/ Validation Trials. Induction/ Validation trials are usually done
when the design and development trials were conducted on prototype set and the equipment
is productionised for first time. These are done on the First Off Production Model (FoPM)
equipment to validate specified parameters and to rule out any inconsistency in the
production process. Bulk Production Clearance (BPC) is invariably accorded once the FoPM
equipment clears the Validation/Induction Trials. Validation trials may also be carried out on

major change owing to upgrades of specified parameters or change of production line from
OEM premises to Indian Production Agencies premises.

4. Factory Acceptance Trials (FATS). These are functional tests which may be
undertaken at vendor’s premises by Services nominated team to check the equipment
functional performance as per an approved test procedure prior dispatch.

5. Installation Inspection (I1s). These are checks done by Services nominated

team to check correct installation of equipment.

6. Harbour Acceptance Trials (HATS). These are functional tests which may be
undertaken after installation on-board ship in harbour by a Services nominated trial team to
check the equipment functional performance as per an approved test procedure.

7. Sea Acceptance Trials (SATSs). These are functional tests, including proof firing
in case of weapons, which may be undertaken at sea after installation on-board ship by
Services nominated team to check equipment’s functional performance as per an approved
test procedure.
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8. Op Checks. These are functional tests which may be wundertaken after
installation on-board ship at sea by a SHQ nominated team to check the equipment’s
functional performance as per an approved test procedure. These are normally done only on
communication equipment, instead of SATs.

9. Acceptance Test Procedure (ATP). A functional test procedure undertaken
to check functional performance of the system for acceptance at a defined stage. It may also

involve proof firing in case of weapons. For details also refer to Paragraph 46 of Chapter II.

10. Delivery Acceptance Trials. Delivery Acceptance Trials are carried out when FET
is not applicable for cases such as ships, submarines, simulators etc, where there is no
prototype available for conduct of NCNC trials.

11.  Pre-Despatch Inspection (PDI).  Pre-Despatch Inspection is a part of supply
chain management and an important Quality Assurance method for checking the quality and

quantity of newly manufactured goods at Sellers’ Premises, before they are shipped to the
Buyer. These involve undertaking checks in accordance with Acceptance Test Procedures as
finalised during contract negotiations. PDI helps in ensuring that production complies with
the governing specifications and procedures as specified in the Contract or Purchase Order.

12.  Joint Receipt Inspection (JRI). Joint Receipt Inspection, initiated by the Buyer,
is carried out jointly by the buyer and seller on arrival of manufactured goods in India within
specified number of days and at location nominated by the Buyer to check compliance with
specifications. JRI consists of quantitative checking of delivered items, check proof, firing

etc, as per governing specifications and procedures enumerated in the Contract or Purchase
Order.

Stage Wise Inputs for Trials

13. RFI Stage. The following inputs should be obtained via the RFI or through vendor
interaction:-

(a) Inputs on test standards adopted for equipment of similar type.

(b) Ascertain parameters for which Certification applicable in lieu of trial
evaluation.

(©) Trials for which simulation / modelling is available.

(d) Specialised requirements for trial evaluation to be factored while drafting
SQRs.

14. SOR Stage. To achieve an objective trial methodology, SHQ should interact with
all trial agencies prior to finalisation of SQRs to ensure the following: -
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(a) Identification and application of correct standards.

(b) Environmental and material tests essential for operational deployment and
role.

(c) Applicability of EMI / EMC trials especially for non-ICT or other equipment
not operating in dense EM environment. EMI/EMC trials shall be included only if
operational requirements in SQR so determine and should be specifically mentioned
in such cases.

(d) SQR parameters that affect sustenance and MET related aspects and will need
to be factored in trial methodology.

15. Trial Methodology at RFP Stage. The combination of SQR and Trial
Methodology in the RFP should provide OEM / Vendor a clear and objective assessment of
the scope and details of FET, including areas where certification and trials by simulation are
allowed. SHQ may interact with vendors/industry and reps of trial agencies at the draft RFP
stage. Maximum technical details available at this stage with regard to conduct of FET,
Technical trials (including environmental tests), MET and EMI / EMC tests should be
included in the Trial Methodology being issued with RFP. Due care may be exercised while
defining Standards that would apply to equipment, systems or platforms. In case
international standards are envisaged, then their Indian equivalent, where applicable, should
also be identified. As far as possible, availability of test and certification facilities within

India to evaluate the parameters governed by shortlisted Standards should be considered. In
case this is not feasible, then all efforts should be made to identify international
certification/accreditation agencies that would qualify the evaluation requirements. The
following inputs should also be obtained along with those on the FET in Chapter II:-

(a) QA agencies, EMI/EMC and Maintenance organisations should forward the
following to SHQ for formulation of trial methodology: -

(1) Recommendation on qualification Standards to be adopted.

(i1) Details of technical trials including environmental conditions for the
lab tests and also chec