















































































































































































































































































































































13.1

13.2

13.3

134

13.5

13.6

13.7

ARTICLE 13

STATEMENT OF LOCAL CONTENT

The Contractor shall comply with the Government of Trinidad and Tobago’s Local
Content and Local Participation Policy in force and as modified from time to time. A
Copy of the existing policy is appended hereto.

The Contractor shall maximize to the satisfaction of the Minister the level of usage of
Local goods and services, businesses, financing and the employment of nationals of
Trinidad and T obago In this regard, the Contractor shall ensure that sub- contracts are
sized, as far as it is economically feasible and practical to match the capability (time,
finance and manpower) of local suppliers and shall manage the risk to allow their
part101pat10n

The Contractor shall prov1de the Minister at the begmmng of each calendar year with a

list of all projects to be undertaken as well as all goods and services that are required. -

The Minister and Contractor shall agree on a list of those projects and goods and services. - -
that is‘to be published in at least two local newspapers and on the Ministry’s website. .

All conuacts are to be advertised and awarded in Trinidad and Tobago The ContractorA
shall apply to Minister for prior approval where the circumstances. warrant that any part

“of the tender process be conducted abroad.

The Contractor shall give preferential treatment to. local supphers by ensuring access to.
all tender mv1tat10ns and by including high welghtmg on local value added in the tende1
evalua’aon criteria. . . :

The Contractor shall give preference and assurance to local suppliers in respect'of prompt

. payment for goods and services actually provided to the Contractor and its sub-

contractors both foreign and local.

‘The Contractor shall ensure the development of people by imparting to nationals

technology and business expertise in all areas of energy sector activity including but-not
limited to:

(a) Fabrication

(b) Information Technology support, including seismic data

~ acquisition, processing and interpretation support

(c) Operations and maintenance support

(d). Maritime services

(e) .Business support services, mcludmg accounting, human resource

services, consulting, marketing and contract negotiations
(f) Financing

(g) Trading C},é(/
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13.8

13.9

The Contractor shall ensure that nationals are selected and trained consistent with
Contractor’s performance standards in relation activities referred at Article 13.7.

In addition to the requirements in Article 13.7 the Contractor shall ensure that the
development of people in key areas allow nationals to take more value-added,
analytical and decision making roles in areas:

(@

- ®

13.10

13.11

of a technical or professional nature including general management
design engineering, project management, seismic data processmg, human
resource development, legal and

business strategic skills including leadership, business development,
commercial, analytical, negotiating, strategy development and trading know how

‘and acumen.

The Contractor shall, pursuant to Article 13 hereof, prepare and submit to the Minister
not later than sixty (60) days after each Calendar Quarter a Quarterly and Year to Date
Statement of Local Content.

The Statement of Local Content shall include but not be limited to the followmg :

@

categories:
. Payments made to
Local contractors who supply Local Goods and Local Services.
(b) Local Suppliers other than contractors who supply Local Goods.
) () Local Sub-contractors and local Suppliefs who supply foreign goods.
(d)  Foreign contractors and suppliers who supply Local Goods.
(e) Foreign contractors and suppliers who provide foreign goods and services. -
(@) Payment of salaries, wages, profits, dividends on shares and other tangibles to
persons who are nationals of Trinidad and Tobago.
(b) Statement on the development of people outlining the level of promotion of
nationals in the key areas identified in Articles 13.7, 13.8 and 13.9 respectively.
©) The CIF of all foreign goods to be listed in the statement of local content.

13.12

The Contractor shall maintain records to facilitate the determination of the Local. Content
of expenditure incurred in respect of Petroleum Operations. These records shall include
supporting documentation certifying the cost of local materials, labour and services used

and shall be subject to audit by the Minister.(J&4__ { /(
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13.13 For the purpose of measurement, Local Content shall be comprised of all costs incurred
as direct materials, direct sub-contracts, indirect materials, indirect subcontracts, -
construction management and other costs. Local Content shall not include any taxes or
other statutory payments to Government including payment made under this Contract. (.
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TRINIDAD & TOBAGO ENERGY SECTOR
LOCAL CONTENT & LOCAL PARTICIPATION
POLICY FRAMEWORK

CONTEXT

Trinidad and Tobago, blessed as we are with abundant resources of oil and gas,
recognise that our country’s development is enabled by a wasting asset which belongs
to all our citizens and which, once removed, is not replenished. The government, as
caretaker and manager of these assets, has an obligation to ensure that the
exploitation of these resources is conducted in a manner that generates maximum
benefit to all the people of Trinidad and Tobago.

In generating value from the resource, the government has at its disposal a mixture
of fiscal and non-fiscal measures that it can apply to the activities involved in
exploration, production, conversion and disposal of the resource.

This policy addresses measures related to the activities conducted by individuals and
enterprises engaged in the sector and operating within and outside of Trinidad and
Tobago.

The energy business is characterised as requiring high levels of skills, know-how,
technology and capital. Trinidad and Tobago, with our limited human and capital
resources, will continue to engage foreign individuals, international businesses and
organisations which have these capabilities, to explore for, exploit and commercialize
our natural resources.

In seeking to achieve developed nation status, Trinidad and Tobago has to move to a
position of increased GNP vs. GDP and of producing higher value-added goods and
services for export. The energy sector provides excellent opportunities, so to do,
but these are only achieved through increased local participation in the.value chain.
Current levels of local value capture are in the 10% range and increasing this will have
a significant impact on the national economy.

The issues of local content and participation have recently gained prominence
internationally and are a major feature of policy initiatives in both developed and
developing countries and the huge value they can bring fo an oil and gas producing
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community provides compelling reasons for the development and enactment of a local
content and participation policy in Trinidad and Tobago.

INTENT

¥

Tt is the intention of the government and people of Trinidad and Tobago that T&T will
maximize the level of participation of its national people, enterprises, technology and
capital through the development and increasing use of locally owned businesses, local
financing and human capabilities in the conduct of all activities connected with the
energy sector, along its entire value chain, within and outside of T&T.

As T&T is rapidly growing its businesses to help the international community meet
their energy needs, we shall use this opportunity fo leverage the capabilities of
international companies in our midst to build our own businesses, people, technology
and capital markets. Recognising the fact that in growing and depleting our natural
resources we are simultaneously removing our opportunities to capture future wealth,
it is incumbent on us To ensure that we make the most of this opportunity to create
the capability to generate wealth in the future.

This policy framework seeks to identify the guiding principles that will determine:
= the major mechanisms for local content, participation and capability
development; :
» where, how and by whom these will be delivered:;
» the performance measurement, assurance and reporting processes 1o be
used; and
= some key areas for priority focus.

VisIiON & PoLicy FRAMEWORK

To achieve the goal of maximising value for the country from its assets, the
government and people of Trinidad and Tobage shall participate in the business of oil
and gas and engage external participants in a manner that captures value on two
fronts:

1. Fiscal measures - through the use of
i. taxation and royalty policies and
ii. government expenditure
to capture value from the sector and to extend it by building local capabilities
that support the sector's growth.

2. Non-Fiscal measures - through
i. Local Participation - maximising the depth and breadth of local ownership,
control and financing, in order to increase local value-capture from all parts
of the value chain created from the resource, including those activities in
2




which T&T people, businesses and capital are not currently engaged, both
within and outside of T&T;
ii. Local Content - maximising the level of usage of local goods and services,
people, businesses and financing.
iii. Local Capability Development - maximising the impact of the ongoing sector
actiyities, through the transfer of technology and know-how to ' '
a) enhance, deepen and broaden the capability and international
competitiveness of T&T's people and businesses within the sector;
b) create and enhance capabilities that are transferable to other
sectors within T&T; and
c) create and support cluster developments with other industries
that have a natural synergy with the energy sector and which may
have the capacity to diversify and/or sustain the economy after
- the resource is depleted.
"Local Content and Participation” - collectively referred to as "local value-added” - will
be defined in ferms of ownership, control and financing by citizens of Trinidad and
Tobago.

While, typically, the themes of “local content and participation” have focussed
primarily on the aspects of in-country activity, Trinidad and Tobago recognises that
the energy sector has fremendous potential to develop:local capabilities that are
essential for the capture of further opportunities outside of the country and which
potential is not achieved unless there are specific strategies to do so.

This policy framework addresses local content and local participation in a manner
that: _

= will maximise utilisation and development of T&T nationals, businesses owned
by nationals and the T&T capital market in every aspect of the activities
conducted in the sector. _

* recognises the impact of other mechanisms for maximising local value-added in
the short term, while building capability for increased value capture now and in
the future.

» seeks to ensure that T&T does not overlook opportunities provided by
activities in and in support of the sector, so that

o supporting energy sector policies and strategies on human and
enterprise development will be consistent with this policy framework.

o all Government and State-agencies, regulations, strategies and
contracts are aligned with these policies; and

o all policies will be vigorously applied to ongoing, proposed and future
individual projects, operations and suppliers of goods and services in
the energy sector.
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LOCAL CONTENT AND PARTICIPATION POLICY STATEMENT

In managing the energy resources of T&T, the Government will take every
opportunity to maximise the local value-added and value refention from the activities
that will be conducted in all parts of the sector, where our resources are involved,
whether those activities occur within T&T or not.

The Government shall consistently define Local Content in Terms of the level of
ownership, control and financing by citizens of Trinidad and Tobago, in conformity
with internationally accepted norms and the key tenets of international conventions,
such as GATS.

In order to achieve the goal of maximum local content and participation, the
government shall ensure that all participants in the energy sector are selected,
engaged and managed in a manner that:

1. Identifies WHERE to enable local value-added opportunity capture from the
sector by:
« Selecting, from time fo time, specific goads or services for focusing the local
content, participation and supply capability development efforts:

2. Determines HOW to enable delivery of maximum local value-added by:

= managing the programme of activities in the sector as a portfolio, so that
project pace and scheduling enable the maximum opportunity for
development of local capabilities and their sustainable utilisation;

= targeting local capability development by increasing the amount, depth and
breadth of in-country activities, so as to enable fuller participation of
nationals and enterprises in the value chain;

= giving preference, firstly, to locally owned, controlled and financed
enterprises, then 1o those that demonsirate a clear culture, commitment
and capacity for maximising local value-added, participation and capability
development, consistent with the country's aspirations and vision;

« focusing on improving local skills, business know-how, technology, financing,
capital market development, and wealth capture and distribution;

3 Ensures DELIVERY of maximum local value-added by:

= Aggressively promoting and rigorously applying this policy wherever State
controlled resources are involved

«  Facilitating the development of local capability to enable local value-added:

= Removing barriers for local participation;

«  setting targets of local content and participation that will be assigned to
individual projects, operations and/or operators and supporting these
fargets with appropriate contract terms;
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* measuring and reporting on the performance of operators in the sector;
= periodically comparing the local content and participation performance
amongst operators, between projects and operations and with other
countries, to establish benchmarks, targets and opportunities for
. improvement and for the transfer of best practices:

The Permanent Local Content Committee will be responsible for:

= updating these local content and participation policies, as required;

= developing specific subsidiary policies and strategies, to ensure the transfer
of technology and know-how to improve local skills, businesses and the capital
market; -

= ensuring compliance with these policies; and

= reporting to the Minister of Energy and Energy Industries and the Cabinet, as
appropriate.

LocAL CONTENT PoLIcy IMPLEMENTATION

The traditional approach of "giving preference to local suppliers if the cost, quality
and timeliness of delivery of their goods and/or service are of equal quality to the
international compeftitor”" has not helped us build local capability, as only those who
are already globally competitive will succeed. There is no opportunity to become
competitive if the local is not given a chance to do, learn and improve. For this reason
"local capability development" will be an important part of the implementation
strategy.

Recognising that not all projects, activities, goods or services can be addressed
immediately nor can they all be delivered or sustained locally, the Permanent Local
Content Committee will initially direct efforts to maximise local content and
participation in the following way and in the following key areas:

1) Defining Local Content and Participation in terms of the level of:
o Local ownership, control and decision-making;
o Local financing (preferential access to local finance - not just equal
access)

2) Requiring preferential tfreatment of local suppliers by

o ensuring that these are given preference and assurances from the principal
operator, which is not deferred to primary or other contractors; these
assurances to include, access, treatment and re-imbursement for goods
and services actually provided;

o addressing barriers that currently prevent this from happening, such as
those aspects of the 1994 "Treaty Between the Government of the
Republic of Trinidad and Tobago and the Government of the United States
of America Concerning the Encouragement and Reciprocal Protection of
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Tnvestment.”

3) People development in key areas that allow locals to take more value-added,
analytical and decision making roles and to ensure that existing regulations and
pFocesses, like the work permits, are aligned to ensure compliance with the
pdlicies and strategies:

o

High value-added skills
=  Technical
¢ General management

Design engineering;
Project management
Seismic processing

e Human resource development
= Business Strategic skills

o Leadership

e Business development

e Commercial

e Analytical

e Negotiating

e Strategy development

e Trading

4) Technology and business know-how that have high value, consistent and sustained
demand and which might be transferable to other sectors of the economy. Areas
for immediate focus will include:

)

0 00 0 0 O

Fabrication;

IT support, including seismic data management and processing support:
Operations and maintenance support;

Maritime Services

Business support services, including accounting, HR services and consulting:
Financing;

Trading.

5) Creating and maintaining databases of:

o

Projects and operations work programmes, including their needs for the
provision of goods and services and their scheduling;

- Local suppliers of goods and services;

People development programmes and initiatives of the operators and their
international contractors,

» including work permits awarded and the related commitments;
Business development programmes and initiatives;
The status of activities of in-country operators, State-owned companies
and agencies and their contractors, including their:

» Local content and participation policies, strategies and initiatives;
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« Targets, benchmarks and performance metrics
l o Appropriate legislation, regulations and confracts.

Recoghising the importance of local value-added to national development and in order
to ensure that the Permanent Local Content Committee (PLCC) is able to properly
deliver on its mandate, the necessary resources (human, financial and technology) will
be made available to the PLCC.
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