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You must take into account local added value, or what is
known as local content.

Local content means purchasing project supplies
that are manufactured locally, and this is one of the
key points on which we will be focusing from now on.
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content policy is one of the most important macroeconomic policies that directs domestic expenditure

he national economy, and the most important type of expenditure is government spending on government

nd contracts. To monitor expenditure on these projects and contracts, the Authority for Projects, Tenders and
tent has issued This guide on the financial statement for local content in projects and contracts explains

s involved in preparing the statement, verifying the accuracy of its financial data, assessing the

ting company’s compliance with the local content plan, and taking corrective or punitive measures should
hes of local content requirements be detected.

ance Manual for the Local Content Financial Statement relates to the
nt projects and contracts in accordance with the components of local conte 5 5 -
um-sized enterprises, social responsibility, and research and development.

03 02

n contractor's compliance Monitor companies’ compliance with the local To track expenditure on local

to pay subcontractors. content plan in government projects and content elements in government
contracts. contracts and projects.

05 04

e on expenditure in Monitoring local content
jects and contracts, thereby indicators in government
rationalisation of expenditure projects and contracts.

portunities for local content.



prtance of the guide

The importance of the Guidance Manual for the Financial Statement on Local Content lies in its role as a tool to facilitate
the application of the financial statement in a standardised, consistent and harmonised manner across all contracts
entered into by administrative units, as well as other public legal entities and companies wholly owned by the government,
or those in which the government holds a stake exceeding 40 per cent of the share capital, across all sectors;
Furthermore, it serves as an executive, auditing and supervisory reference, facilitating the performance of the duties of
staff responsible for preparing and auditing financial statements and monitoring compliance with them in accordance with
the correct procedural and substantive requirements.

Application of the Manual

The scope of the guidelines covers contracts entered into by units of the State’s administrative apparatus, other public
legal entities and companies wholly owned by the Government, or those in which it holds a stake of more than 40 per
cent of the share capital, across all sectors.

2 pts and Terminology

Definition

A financial statement of local content elements (national workforce,

Financial
: services and products provided by Omani organisations) in a
Statement for specific project, covering the company’s income, expenditure and
Local Content withdrawals.
2 Revenue Includes financial payments made by the project owner to the
implementing company, as well as bank interest on these revenues.
3 Expenditure Amounts withdrawn from the project account to pay staff salaries,
purchase goods and services, or settle payments due to subcontractors.
4 Company Submission of the invoice together with the financial statement,
withdrawals bank statement and supporting documents
5 National These include voluntary initiatives undertaken by the implementing
. - company as a result of being awarded a government project or
contributions

contract, with the aim of enhancing social welfare, contributing to
research and development, and improving economic efficiency; such
initiatives may form part of the company’s withdrawals.



Practical procedure for the financial statement on
local content
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Mechanism for Applying the

Financial Statement

The financial statement for local content is submitted based on the dates of the payment invoices, as follows:

Financial Statement N Second financial statement First financial statement

s

Remaining amount N + + Remaining amount 1 +
previous invoice Previous invoice

F——

SE S e .
Expenses v | —|_ - E%enses _|_

Remaining amount N

+ Advance payment
+ Total financial payi

the project BSEXpenses

— Total project
expenditure

= Remaining amount 1

= Remaining amount 2

E——

+ Total payments fo
project

+ Total payments
for the project

- Total project
expenditure

- Total project
expenditure

the actual figures in the for the project’s local content at the end of the project; and take the necessary
measures if there is a negative discrepancy.




Tasks and

Responsibilitie
s

The financial statement for local content goes through several stages, and these roles and responsibilities can be
summarised as shown in the table below:

Responsible Body

Document
preparatio
n

After award
of contract

Signing of the
contract

Submission
of the invoice

Review and
audit

Monitoring

Project owner

Contractor

Responsible Body

Contractor

Project owner

Projects, Tenders and
Local Content Authority

Addition of bank authorisation clauses and invoice
payment terms

Delivery of authorisation

Inclusion of the authorisation, conditions for payment of
invoices, payment schedule and follow-up

Submission of the invoice together with the financial
statement, bank statement and supporting documents

Verification of supporting documents and their
compliance with the financial statement and the local
content plan in the contract; payment in accordance
with the commitment, with deduction of items not
complied with in the absence of acceptable justifications

Verification of the project owner’'s compliance with
applicable legislation and circulars regarding local
content



Work Implementation Models

Provisions for the implementation of

the financial statement

Model 1:

to be included in the tender document

Financial terms and conditions

of the project:

02

Open a beneficiary account with the Ministry of Finance
linked to the project’s bank account.

04

The contracting authority must transfer all payments
due to the contractor to the beneficiary account
linked to the project’s bank account.

06

The financial statement must be approved by the
local content officer for the project, the project
manager and the local content officer at the
government agency.

08

The authority must deduct any outstanding
obligation that the contractor has failed to fulfil
without acceptable reasons or justifications.

01

A dedicated bank account must be opened for the
project, through which all financial transactions
relating to the project are to be conducted.

03

Authorisation to access the project’s bank account
must be provided and included in the project
contract in accordance with the attached template.

05

The company must submit an invoice for the paymen
accompanied by a financial statement supported by a
detailed bank statement and supporting documen
each financial transaction listed in the stateme

07

The authority must verify the bank account state
against the company’s commitment to implementing th
project plan.
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Note: The bank authorisation is in accordance with the circular issued by the Central Bank



Financial Statement for Local Content

Form 3

Project Name:

Financial instalment number:

Company name:

Invoice number:

Project Owner:

Date:

Project Beneficiary Number:

Project bank account number:

Note: All transactions carried out via the above-mentioned account number must be listed, together with supporting documents.

M Clauses: Sub-item (R.A.) Total for main item
1 Payments received from the -RA
2 Other income -RA.
Total revenue 000. RO
3 (-) Labour costs
3.1 | Omani workforce -RA.
3.2 | Mandatory Positions -RA.
3.3 | Non-Omani workforce -RA.

4 (-) Expenditure on goods

4.1 | Goods included in the mandatory list -RA

4.2 | Goods manufactured in Oman -RA.

4.3 | Goods imported by a locally registered -RA.
company

4.4 | Goods imported directly from abroad -RA

5 (-) Expenditure on services

5.1 | Main services included in the mandatory list -RA
5.2 | Key services provided by local companies (not listed in the financial statements) -RA.
5.3 | Support services on the mandatory list -RA.
5.4 | Support services provided by local companies (not included in the financial list) -RA.
5.5 | Services from foreign companies -RA

6 (-) Sub-contracts

I e e e -RA
6.2 | Sub-contracts for self-employed persons -RA.
6.3 | Sub-contracts for local companies -RA.
6.4 | Contracts for services included in the mandatory list -RA.
6.5 | Sub-contracts for foreign companies -RA

Total expenditure -RA.
) - (Company withdrawals -RA.
) = (Total Balance))Revenue - (Expenses + Company withdrawals(( -RA.




Continued / Template: 3

Financial paymients received from the entityj]

0]
Other revenue CP | 2 I
v

Any amounts deposited into the account, excluding payments of bank interest

Payments made by the project owner or financier

Amounts deposited into the project account

(-) Expenditure on the workforce Q 8
Omani workforce Mandatory posts oy 3.1
Nonm-Omant workforce KW
33
Total salaries of non-Omani workforce
Total salaries of the remaining Omani workforce on the project, excluding the mandatory posts held by Omanis as listed in the previous section
Total salaries of the Omani workforce occupying the positions included in the mandatory list issued by the Projects, Tenders and Local Conten
can be viewed on the ‘Isnad’ electronic tendering system
otal salaries of the workforce on the project only, excluding the company’s other
employees;
(-) Expenditure on §oods o | 4
Goods included ir the mandatory list o 4.1
GO0 4.
Goods | i re. ¢ :
compan Q 43
Goods imported directly from abroad CP 4.4

Total expenditure on foreign goods imported directly fr i going through any local distributor

Total expenditure on foreign goods purchased from local companies

Total expenditure on domestic and locally manufactured goods produced in Oman and not included in the mandatory
list

Total expenditure on domestic goods manufactured in Oman and included in the mandato

Total expenditure on goods that are tangible products and constitute inputs for the company’s operations, as set out in the financial statement in the performance of the contracted
scope of work, and which are deducted from total revenue




(-) Expenditure on services Q| 5
Key services listed in the mandatory list Key services ¢ 5.1
provided by local companies @ 52
Supportservices o the mardatory tist-Support 53

services from local companies CP St

Services from foreign coﬂpalLies e

v

Total expenditure on services provided by foreign companies which constitute direct or indirect inputs to the operations of the company implementing the
project

Total expenditure on support services provided by local companies not included in the mandatory list, which do not constitute inputs to the operations of the
company submitting the financial statement for the implementation of the project, such as services relating to the provision of labour for a construction
project or the provision of labour

Total expenditure on support services provided by small and medium-sized enterprises included in the mandatory list, which do not constitute inputs to the
operations of the company preparing the financial statements for the implementation of the project, such as services relating to the provision of labour for a
construction project

Total expenditure on services provided by companies not included in the mandatory list, which constitute inputs to the operations of the reporting company relating to logistics
services for goods pertaining to the scope of the project, and which the reporting company utilises in carrying out its operations to complete the project it is undertaking itself

Total expenditure on services provided by small and medium-sized enterprises included in the mandatory list, which constitute inputs to the company’s operations as
reported in the financial statements, such as logistics services for goods related to the project scope, and which the company reporting the financial statements utilises in
carrying out its own operations to complete the scope of work it undertakes itself

Total expenditure on services which are intangible products and constitute inputs to the operations of the entity preparing the financial statements in the performance of the contracted
scope of work, or which are support services not directly related to the scope of the project, and which are deducted from total revenue

(-) Sub-contracts Q 6
Contracts for sejvices listed in the mandatory|catalogue Py 6.1

Sub-contracys for smatt-and medium-sizeg
Q 6.2

nnte;p;isne

Sub-contrpcts for self-employed persons © 6.3
Sub-cpntracts for local companies (0] 6.4
6.5

Sub-contracts with foreign companies CP

Total expenditure on services provided by foreign companies which constitute direct or indirect inputs to the operations of the company implementing the
project.

Total expenditure on support services provided by local companies not included in the mandatory list, which do not constitute inputs to the operations of
the company submitting the financial statement for the implementation of the project, such as services relating to the supply of labour for a construction
project or the provision of labour.

Total expenditure on support services provided by small and medium-sized enterprises included in the mandatory list, which do not constitute inputs to the
operations of the company preparing the financial statements for the implementation of the project, such as catering services for the workforce on a
construction project.

Total expenditure on services provided by companies not included in the mandatory list, which constitute inputs to the operations of the company preparing the financial
statements, such as logistics services for goods relating to the project scope, and which the company preparing the financial statements utilises in carrying out its own operations
to complete the project it is implementing itself.

Total expenditure on subcontracts with small and medium-sized enterprises included in the mandatory list of services.

Total expenditure on subcontracts refers to agreements entered into by the company implementing the project with other companies to carry out part of the scope of work in accordance
with a complete production cycle, rather than the provision of goods or services that constitute inputs for its operations in carrying out its scope of work on the project: these are deducted
from total revenue.

-RA. ) - (Company withdrawals 1%

-RA. ) = (Total Balance))Revenue - (Expenses + Company Withdrawals(( q)

The total balance represents the remaining amount in the project account at each stage. The company submits the project’s financial statement, and total expenditure must
equal or exceed the project's local content plan.

Amounts withdrawn by the company which do not represent any type of project-related expenditure, such as the company’s profits from the project: these are deducted from total
revenue




Form: 3

Statement of National Contributions

Statement of National Contributions arising from the project

Training (jobseekers / staff of the project owner)

Research and Development

Social Responsibility

Deduction (1.2%) from the contract value

Total national contributions 0.00 O.A.

Prepared, reviewed and approved by:

Prepared by: the company’s local content manager

Reviewed by: the company’s project manager

Initial approval: Project Consultant

Internal review: Local content manager at the organisation

Second approval: Project Manager at the organisation

Financial review: Finance officer

Final approval: Internal audit

15



Question 1:

Answer 1:

The financial statement for local content is prepared prior to the submission of the invoice for the
required financial instalment, and the final financial statement for the local content of the
project or contract is prepared upon its completion.

Question
2:

Frequentl
y Asked

The implementing company prepares the financial statement based on the actual -
financial transactions in the project or contract’s bank account. u es I O n

S

Question 3

The bank authorisation is issued before the contract is signed.

Question 4
ods and subcontracts?

Services and goods are inputs for the main implementing company’s
operations, such as a construction project; cement and steel are goods, whilst
logistics are services. Sub-contracts, on the other hand, are divided into two
categories: main sub-contracts andwhich carry out part of the scope of work and
aim to enhance the capabilities of subcontractors within the project scope; whilst
supporting subcontracts provide services or goods that have nodirectly related
to the scope of the project. For example, in a construction project where a
company is contracted to provide food for the workers on the project, this is
considered a supporting subcontract.

Question 5

the financial statement?

Answer 5:

To verify the accuracy of the financial statements submitted and ensure they
comply with the local content plan, and to penalise non-compliance by
deducting the value of unimplemented items from the invoice total.

16



This guide governs the financial aspects of local content in government contracts and projects, ensuring that
implementing companies adhere to the local content plans included in government contracts and projects, thereby
contributing toto national development, and the relevant authorities must adhere to its provisions to achieve the
objectives of the local content policy in a systematic and consistent manner.

Guide to the Application of Local Content in Government Proje

17
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Guidance on the Implementation of the

Financial Statement for Local Content



