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INTRODUCTION

1. The First Consultation Meeting on the Petrochemical Industry in  

Mexico City, 12 to 16 March 1979 recommended that UNIDO prepares

(a ) a model contract fo r  the licensing of patents and know-how in the 

petrochemical industry and (b ) a set o f guidelines on its  use.—̂

2. This document presents the Model Form of Agreement fo r  the 

Licensing o f Patents and Know-how in the Petrochemical Industry 

prepared by the UNIDO secretariat in response to this recommendation.

3. The UNIDO secretariat has attempted to draft a Licensing 

Agreement whose structure and contents are broadly in line with 

current licensing practice. Most o f the provisions included in the 

UNIDO Model For"i have been drawn from provisions in specific  

Licensing Agreements brought to the attention o f the UNIDO secretariat.

4. The First Consultation discussed the scope o f such a Model Form 

o f Licensing Agreement and provided guidance to the UNIDO secretariat

on a number of specific  points that should be included. These guidelines 

are reproduced as Part I  of this document, together with an indication  

of where the points are covered in the Model Form.

5. Part I I  o f this document describes the approach followed by UNIDO 

in preparing the Model Form of Licensing Agreement. Part I I I  provides 

some explanatory notes that w ill  need to be considered before the Model 

Form is  used.

6. The fir s t  aim o f presenting this document to the Second Consultation 

on the Petrochemical Industry is  to allow a fu l l  discussion o f the text 

from the points o f view c f both Licensee and Licensor. For this purpose, 

arrangements have been made to convene a Noticing Group in Istanbul 

lasting three days.

7. The second aim is  to check that the UNIDO secretariat has complied 

with the guidelines given by the F irst Consultation when it  requested 

UNIDO to prepare such a Model Form of Licensing Agreement.

\J See Report of the First Consultation on the Petrochemical Industry, 
Mexico City, 12-16 March 1979» ID/227, paras. 2 (q) to 2 (v ).
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8. The third aim is  to draw from the discussion sufficient further 

advice fo r the UNIDO secretariat to be able to fin a lize  the Model 

Form o f Licensing Agreement immediately a fte r the Consultation.

9. Detailed guidelines fo r  use o f the Model Form w i l l  be prepared 

by the UNIDO secretariat a fte r the text of the Licensing Agreement 

has been ■finalized.

10. An informal meeting with a group of experts was held in 

January 1981 to review an ea r lie r  internal draft of this document 

as recommended by the F irst Consultation.

11. The UNIDO secretariat grate fu lly  acknowledges the advice 

received from this group o f experts and its  consultants in preparing 

the present draft of this document.

12. The UNIDO secretariat alone is  responsible fo r  the draft as 

presented.



I GUIDELINES TOR DRAFTING OP TOE MODEL FORM

SUGGESTED TO UNIDO BY TOE ?IRST CONSULTATION

13. For easy reference, the A rtic le  ir  which each of 

the First Consultation'8 suggestions has been included 

in the UNIDO Model Form of Licensing Agreement is  indicated 

on the right-hand side o f the pages. The paragraph numbers 

are those o f the Report o f the F irst Consultation on the 

Petrochemical Industry, ID/227•

TV* r ; :aodcl contract to be prepared

Si. Trie d es ira b ility  o f  UR IDO preparing such a aoifel contract «os agreed

but it war rfophanizcti that i t  would be a d if f ic u lt  lack.

5?. I t  was fe l t  that one model contract could apply to the process used to 

manufacture «.11 type:*: o f petrochemical:-.; however« in order to make the model 

contract a3 specific  a:» possible« i t  was recommended that the technical 

annexuren for the r.sdcl contract should be prepared in rela tion  to two or more 

specific  products.

53. I t  w-42 aide agreed tl»at UNIDO should prepare guidelines for the use o f 

the ao-iel contract since tr.c main purpose o f  the exercise was to assist lens 

experienced licensee.» in developing countries.

54 . I t  was pointed out that in addition to assistance in negotiating licensing 

agreements, developing countries needed guidance on the selection o f  sources

o f technology. Tie 'forking Group therefore recommended that Ltd DO prepare a 

manual on alternative sources o f petrochemical technology.

55. I t  was recognized that in addition to the licensing and basic engineering 

contract, a detailed engineering and construction contract had to be propired. 

I t  was noted that the tP/IDO secretariat was preparing model forms o f  contract 

for the construction o f a fe r t i l iz e r  plant and i t  was suggested that UNIDO 

examine how those could be adapted for use in the petrochemical industry.

Guidelines *0 he followed by UNTDO when preparing 
tho model contract

*$>, The follow ing guidelines were suggested fo r  the more important areas to 

be covered by the model contract.

'Hie process* know-how paste\<re and access to process improvements

57- The principle.; agreed cn weret

(a ) The extent and nature o f the information supplied must include 
patented information, where appropriate, together with proprietary and other 
o r it ic a l information on know-how)

(b ) The information provided must be the latest known to the licensor on 
the process covered by the contract up to the termination date o f the contract)

(c ) Information on improvements and modifications related to the prooesses 
as defined in the agreement would be gt/en on a reciprocal basis between lioensor 
and licenceo during the l i fe  o f the agreement)

(d ) I f  required, other forme of industrial property, ¡;uch as trade-murks« 
might be included ir  the pactage and negotiated through separate documentai:) 
that called for separate payment(s))

(e ) Any lera l or contractual constraints contingent on the r irh t to uso 
patenu; or the cale o f know-how should bo made olear between the contracting 
parties)

( f )  The licencing agreement might provide for amirt.-.nco by the lioennor 
in market nevclopmen* .uid technical servicer, required for ce llin g  the product.

Reference;

Annexes

To be drafted 
la te r

UNIDO 
documents 
ID/WG.318/1- 

3

3.1

1-5. l.T  

3.2, k.2

3-M c)

3.1

3.U(b)



58. Regarding point ( f ) ,  the view was expressed *hat i t  sight be possible for 

the licensee to purchase products from the licensor to build up the local 

Cirfcet before cotaccnceaent o f  production. Th« licensee might u.-e the fa c i l i t ie s  

o f  the product development laboratories o f  the licensor for developing the 

spec ific  uses o f  the product in the country o f  the licensee. The assistance o f 

the licensor night also be obtained in setting up the product technical services 

ahead o f the production from the proposed plant.

5% Other services such as acsistur.ee in training, maintenance and management 

might be discussed between the parties and be the subject of separate agreements 

and additional payments.

Obligations o f the licensee

60 . It was agreed that the following main obligations o f the l i  -on'cc wou] i he 

included in the model contracti

(a ) To abide by the provisions related to con fidentia lity  and secrecy for 
an agreed period normally not exceeding 10 years;

(b ) To operate the plant in accordance with basic process requirements 
and within process specifications and to maintain complete operating records, 
i f  appropriate to the provisions o f t ' *“ H ou sin g  agreement;

(c ) To allow inspection o f the process plant by the licensor luring 
cor::*-ruction an,} operation at timer: and for lim ited periods a:; i,— * 1 upon 
between the two parties.

Performance guarantees

61. It  was agreed that the model contract should define ve.*,y c i c e ly  the division 

o f renponcibilitter, between the licensor and the contractor r f  the plant as 

regards the performance o f the plant, to ensure that there war r.o dilution of 

their obligations. I t  was le f t  to the UNIDO necretariat to wor*< nu* p-ecinely 

how that might he achieved.

6?. i t  wan recofTiijcd that in a normal licensing agreement, the licensor would 

he responsible for basic engineering whereas the contractor would t »ke respon

s ib i l i t y  for the detailed engineering.

6) .  I t  was further recognized that the licensor would be a. le to give more 

substantial guarantees i f  he had the right to cnccJc the detailed mgincering.

6d. It  was agreed that the model contract should include guarantees with 

maximum possible l ia b i l i t y  to cou rt

(a ) Th»r capacity o f the plant;

(b ) The quality o f the product(c) and ito (th c ir ) procen ahi1ity  to 
service certain applications;

(c ) The consumption oT the main raw materials and u t i l i t ie s ;

(d ) The q u ility  o f  emissions and efflu en tr;

(e ) The catalyst performance and l i f e .

Guarantee to?:t i roceduren

6 5 . The following principle:; were agreed upon*

(a ) A gnrantec test r.hould be conauolcd only a fte r  a reasonable period 
o f steady, sustained and continuous operation o f the plant that demonstrated 
i t s  s ta b ility ;

(b ) A specific  period o f days could not he detailed in the model contract 
because that p e iio l would d iffe r  from one procenu lo another;

( 0 ) Test runu should be conducted fn.- a longer period thin wan current 
practice;

(d) The duration o f the tent run nhould , provided for in the oontrict.;

(e ) The rontrict nhould f.lcarly r.tatr the oM ig ilion r of hnth licenr.ec 
and liccmoor with r«’ gird to tent run procedure,;. A re para to iv.v 1 ?.o the 
contract nhould provide the technical detail;; o f ruch nroc*’ riux*‘ ...

3.U(d)

6
3.M a)

u.u

3.5

u.5

-..5
,

3.3

5 2 .2 (b )

3.5

Supplier

3.5.1

3.5.1

3.5.1

3.5.1



Obligations o f the licensor to "make good" deficiencies in the plant

66. The principal guarantees o f plant performance for the licensee would be 

incorporated in the provisions o f the contract covering performance guarantees. 

However, was suggested that the "sake good" clause should oblige a licensor 

to remedy appropriate defects or defic iencies in the plant a ris ing  pursuant tc 

his obligations at nis own expense, and that such expenses should not be subject 

to the ce ilin g  normally establiched for the licensor's  overall l ia b i l i t y  under 

the terms o f the con tract.^

Insurance for design defects

67. I t  was noted that most licensors carried insurance coverage on th eir 

corporate l ia b i l i t ie s  under their respective licensing agreements aade on a 

world-wide basis. I t  was recognized that that could provide the licensees with 

the righ t to more payments on the licensor's  l ia b i l i t y  for deficiencies than 

might otherwise be obtained i f  specific  insurance cover was to be tahen out cn 

a case-by-case basis.

3.5.U

3.8 (M

10. 3.2

69. UNliD should investigate the haaic e f  such coverage and -alno current 

industry practices as regards other types o f insurance that licensors could 

obtain*

69* I f  material o f construction was exposed in the process to severe conditions 

( i . e .  corrosion and extremes o f temperature or pressure) the licensor should 

generally be responsible for the specificatior.3 o f  such material within the frame 

of his overa ll responsibility.

Arrangements for payment of licensing fees

73. The Working Group recognized that arrangements for payment o f  licensing 

fees was 0 complicated issue ar.i i t  was recommended that the UNIDO secretariat 

study the subject ir. depth with a view to miking appropriate recommendations 

in the model contract and in the accompanying guidelines for its  use.

Performance bonds

71. It was recommended that the model contract should make provisions for the 

taking out o f  performance bonds in order to pro/ide the licensee with greater 

protection concerning the licensor's  perf0r3ar.ee o f  his obligations under the 

contract.

Annexure 8

8 . 1

10.1
Bank Guarantee

î&npouer dcvclopnent

7?. The following principles were agreed upen:

('a) Both the licensor and licensee hid a strong mutual interest in 
th.. adequate training o f the licensee's personnel;

(b ) The model contract should provide for a complete tranifer o f 
technological capability  as opposed to a simple arms* length transfer o f  
technology;

(c )  Engineers of the buying country should be involved ir. t l*  design 
and ba.;ic engineering o f pctrochcnical plants;

(d ) Training should be provided by the licensor for the re-juired number o f the 
licensee*a operating personnel needed fo r  e ffic ie n t  and cafe operation o f the 
pl^nt. muntontnea o f health and safety standards; creation o f suitable
working aid re rw ee  conditions; and aea-urco against ¿¿ llution o f  the environment 
mould a lro  \ c ««npharized;

(c )  The licensee would pay the fu l l  cost o f  the services o f the 
licensor's  pcrronr.cl used for the start up and in it ia l period o f operation o f 
ihu plant;

( f )  A ll additional arrangements fo r  training o f the licensee's  s ta ff 
ehould be the subject o f a soparate annex.

6
3.3

5.1

6

3.U(a)

Annexure 10

^Several participant* f « l t  that that condition in particular would not 

prova aocaptahlc to licensor*.
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Ameers to export

73. The ncdel contract should provide for licensees in developing 

to obtain access to international rr.irkots witf.'»ut undue res tr ic tion :.

74» In that connection i t  was fe l t  that any lim itations on export:; imposed 

by 1 icensors would hive to be considered in the context o f the leru l provisions 

a ffectin g  both the licensee and licensor.

Settlement.; o f  dispute«; and arbitration

75- Participants from developing countries reported that they had found 

existing procedures and fa c i l i t ie s  fo r  international arbitration inadequate 

fe r  their ne^d^. I t  w j therefore sugge: ted that new rules and procedure j  o f 

arb itration should Vc drafted by the IHillX) ~ccretariat and that consideration 

should be giver, to the poss ib ility  r.f establishing a new forum o f arb itration  

for industrial contracts. I t  uvs recognised that the clvviros o f the rrHnl 

contract relating to thv. r i '.tc r  cou*-i only he completed when sene progro.;~ vr i 

been made on the above work.

Most favoured liccr. ce

76. The license agreement.: provided u most favoured licensee clause vri*h only 

prospective e ffe c t. UKIUO right e?vsinc the method o f the e ffe c tive  operation 

o f ruch clauses by keeping a record o f contracts entered *nto by d ifferent 

countries for the petrochemical products.

Patent in fr ingement

77* The model contract should provide for adequate coverage regarding in fr in 

gement o f the patents. I t  was desirable that the licensee was held harmless 

against patent infringement.^/

Ri/rht to expand or improve capacity o f the plant 

78. The following principles were agreed on*

(a ) The licensee would have the option to expand the capacity o f his 
production fa c il it ie s  on more favourable terms than provided in the in it ia l  
license;

(b) Additional royalties would not be charged i f  the licensee achieved 
rates o f opention higher than name-plate capacity.

3.1

3.1

10.6

Not suitable  
fo r lump-sum 
payment

7

3.7.1

1.19, 3.7.2

OO
-'Account uould be taken o f two 
on patented processes; and (b)

d ifferen t typer o f  patent infringement* 
on non-patented processes.



I I .  TEE APPROACH FOLLOWED BY UNIDO IN PREPARING THE MODEL FORM OF

LICENSING AGREEMENT

Preliminary steps in the Licensing Process

14* It  has been assumed that the LICENSEE should f i r s t  select the best 

process fo r  manufacturing the product in his conditions because the 

selection of technology is nearly always much more important than the 

terms and conditions on which the License is  obtained. Only then should 

he agin to seek the best terms and conditions that he can obtain from 

the chosen LICENSOR.

15« Normal practice is fo r  the LICENSEE to invite o ffers from a 

number of potential LICENSORS which can then be evaluated from a 

technical and economical point o f view. An example o f such an invitation  

is  provided in Annex A. Once a process is selected on the basis o f one 

of those o ffe rs, detailed negotiations with the LICENSOR can b e g in .-^ ^

The purpose of a Model Form

i5. Many negotiations start with the LICENSOR’ S draft o f the Licensing 

Agreement, which takes into account mainly the terms and conditions that 

he prefers. Relevant in this context are the terms and conditions he 

has granted ea r lie r  to other Licensees.

17. Where the LICENSEE has considerable experience, xhe LICENSEE may have 

his own proposals and counter proposals which he seeks to include in the 

Licensing Agreement. To date, only a few developing countries, have such 

experience in the petrochemical industry. Since the means available to 

developing countries to purchase technology are limited, it  is  important 

that the purchase o f technology and related services are clearly  defined. 

These two points are the raison d’ gtre fo r the UNIDO Model Form of 

Licensing Agreement.

1j  See "Part I I ,  The Negotiation Process" in L icensing Guide fo r Developing 
Countries; World Intellectual Property Organization (WIPO), Ceneva, 
1977. The F irst Consultation drew attention to this document (See para. 
46 of the Report).

2j A more general discussion o f some of the provisions can be found in 
UNIDO Development and Transfer of Technology Series No. 12, Guidelines 
for Evaluation of Transfer of Technology Agreements; ID/233» Vienna, 
1979.



13. The UNIDO Model Form may be used as a guide to what the two parties  

might include in the Licensing Agreement provided it  is  used fle x ib ly  and 

not in rig id  manner. It  should be understood that the fin a l text o f a 

Licensing Agreement signed by the two parties w ill  take account o f the 

particular features o f the Process, their respective interests and the 

actual conditions pertaining at the time the Agreement is  negotiated.

What the Model Form o f Licensing Agreement covers

19. The Licensing Agreement covers only the grant of the right to use 

the LICENSOR'S patents and know-how and the provision o f the Process 

Engineering Design Package and related services, i t  is  assumed that 

detailed engineering of the plant and its  construction w ill  be the subject 

of a separate contract.

20. The First Consultation recognised that "in  addition to the licensing  

and basic engineering contract, a detailed engineering and construction 

contract had to be prepared. It  was noted that the UNIDO secretariat

was preparing model forms o f contract fo r  the construction of a fe r t i l iz e r  

plant and it  was suggested that UNIDO examine how these could be adapted 

fo r use in the petrochemical in d u stry ."^

21. UNIDO presented three types o f Model Form of Contract fo r  the 

Construction of a F e rt iliz e r  Plant to the Third Consultation on the 

F ertilize r Industry held in Sao Paulo, B razil, in September i980.-^ These 

Model Forms and their Annexures were drafted fo r an ammonia/urea complex; 

they can therefore be readily  adapted fo r  most petrochemical products.

22. In these Model Forms, where the granting o f the License and 

construction of the plant are included in the same contract with one party, 

the Contractor assumes fu l l  responsibility  fo r the Performance Guarantees 

of the Plant and the rectification  of defects. When the Licensing Agreement 

and Construction Contract are separate, it  is  more d if f ic u lt  to obtain and 

implement such Guarantees.

l /  Para. 55 o f the Report of the Consultation, ID/227.

2/ The UNIDO documents are:
Turn-key Contract, ID/WG.3l8/l and Add.l; 
Semi-Turn-key Contract, ID/^fG.318/2;
Cost Reimbursable Contract, ID/^fG. 318/3 and Add.l.



23. In order to have the best chance o f obtaining Performance Guarantees 

on the Process and Process Engineering Design Package, the UNIDO Model 

Form of Licensing Agreement provides fo r the LICENSOR to undertake some 

checking o f the detailed engineering and construction o f the Plant.

The Type o f Licensing Agreement chosen by UNIDO

24. There are many different types of Licensing Agreement but the most 

important distinguishing features are 31s fo llows:

(a ) Method o f payment; lump-sum or running royalties or a 
combination o f these methods.

(b ) Ibctent to which the engineering design of the plant is  
worked out by the LICENSOR rather than the LICENSEE.

(c ) Extent to which the rights are granted exclusively to 
the LICENSEE.

(d ) Extent to which training is  provided by the LICENSOR.

25. The type o f agreement adopted fo r the UNIDO Model Form has been 

prepared on the following assumptions:

(a ) Payment w i l l  be in the form o f a lump-sum;

(b ) The LICENSOR w i l l  provide a comprehensive Process 
Engineering Design Package and w ill  assist the LICENSEE 
in the detailed engineering of, in the erecting and in 
the commissioning of the plant;

(c ) The LICENSEE obtains a non-exclusive, non-transferable 
License fo r production in his country and for sales to 
some but not necessarily a l l  other countries of the 
world;

(d ) The LICENSOR w ill  provide a comprehensive training  
programme fo r the LICENSEE’ S s ta ff  to operate the plant.

26. The other main assumptions are:

(a ) The Process has been commercially proven and is  therefor» 
unlikely to be defective;

(b ) The LICENSOR has a valid patent or patents on the Process 
in the LICENSEE’ S country;

(c ) The LICENSEE w ill  appoint a Contractor who is  independent 
of the LICENSOR to undertake the detailed engineering of 
the plant; the appointment o f the Contractor w ill require 
the LICENSOR'S agreement;

(d ) The LICENSOR and LICENSEE accept a continuing obligation to 
exchange information in improvements in the Process.
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The Structure o f the UNIDO Model Form

27. The main Article? of the Agreement are as follows:

1. Definitions

2. Definition of the Plant and the Process

3. Obligations o f the LICENSOR

4. Obligations o f the LICENSEE

5. Co-ordination of the Work

6. Training o f the LICENSEE'S personnel 

7 • Patent Infringements

8. Contract Price and Terms o f Payment

9. Deration o f the Agreement

10. General Conditions

11. Miscellaneous Provisions

28. The UNIDO Model Porta of Licensing Agreement is  expected to be 

suitable fo r  the licensing o f d ifferent types o f petrochemical products. 

Artic les in the main body of the Licensing Agreement therefore included 

a l l  the general conditions which w ill  be needed in most licensing  

agreements.

29. The Contents o f the Annexures to a Licensing Agreement w ill  be 

specific to the Process licensed and the Product to be produced by 

tne Plant. For th is reason only the main contents o f these Arnexures 

have been outlined; however, Annexures 2,. 3 and 11 have been elaborated 

for two products —  polypropylene and a vinyl chloride monomer (VCM) —  

suggested by the First Consultation (lD/227, para 52 ). The annexures 

have been prepared as a separate document ; Addendum 1 to the present

document.
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I I I .  EXPLANATORY NOTES ON TOE FIRST DRAFT OF THE UNIDO MODEL FORM

OF LICENSING AGREEMENT

30. The UNIDO Model Form includes a l l  o f the spec ific  points suggested 

by the F irst Consultation in the guidelines produced in Part I  o f this  

document. However, there were some points which could not be implemented 

at a l l  and there were othe^ points which raised problems, as discussed in 

the explanatory notes below.

Specific points not covered by the UNIDO Model Form

31. The present draft d iffe rs  from the guidelines suggested by the 

First Consultation in the following ways:

(a ) The information to be provided by the LTCEN50R is  the 
latest which he can disclose on the e ffective date of 
the Agreement and not up to the termination o.r the 
Agreement, as was suggested;

(b ) A most favoured Licensee clause has not been included, 
as was suggested, because th is is  only appropriate when 
the form o f payment includes running royalties;

(c ) The Licensing Agreement does not include a guarantee of 
the cata lyst 's  performance and l i f e  because these are 
given by the supplier, who may or may not be the same 
party as the LICENSOR;

(d ) The Agreement does not include a performance bond, as 
was suggested but a Bank guarantee with almost the same 
effect.

Problems encountered in drafting specific  A rticles

32. The following notes identify some o f the more important points 

in the Model Form of Licensing Agreement that w i l l  be subject to 

negotiation between the two parties fo r  which i t  is  therefore d iff ic u lt  

to suggest one particular form o f wording.
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The UNIDO Model Form provides fo r  restric tions on sales to certain  

countries, i f  required ty the LICENSOR, but is  silent on other forms 

of restriction..

The LICENSEE should take care not to include in the Agreement any 

clause binding him on the following points:

(a ) restrictions on the volume o f production except as 
specified in A rtic les  3-7 and 1.19;

(b ) pricing o f the Product produced hy the Plant;

(c ) sources o f supply o f raw m aterials, chemicals, 
catalysts required fo r the operation o f the Plant;

(d ) sources o f spare parts fo r the equipment in the 
Plant;

(e ) source o f technology fo r future expansion o f the 
Plant or for new plants established by the LICENSEE.

Restrictions such as (c ) and (d ) above are discussed in the WIPO Guide-^ 

(paras 318 to 330) but it  is  best to exclude thew a l l  together.

The inclusion of the words "non-exclusive" in the Agreement re flec ts  

the situation most frequently encountered in the petrochemical industry. 

An exclusive license would be more expensive.

The Model Form provides fo r some restric tions on the freedom to 

se ll the Product in a l l  countries o f the world. Such market re s t r ic t 

ions are imposed by the LICENSOR

(a ) in those countries where he has a i r . ady concluded an 
exclusive licence;

(b ) in other countries where he expects to do so;

(c ) in other countries where fo r other reasons, he wants 
to restric t the access o f the LICENSEE to the market 
in the future.

The countries in which the LICENSEE can se ll his product should 

always be agreed upon and c learly  specified in the Licensing Agreement. 

(See WIPO Guide, paras 1U3-1Ô9).

A rtic le  3.1. Scope o f the License

1/ "WIPO Guide" re fers  to Licensing guide fo r developing countries/World 
Intellectual Property Organization, Geneva, 1977.
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A rtic les  3.2 and U.2 Improvements in the Process within the Scope o f
the Agreement.

The WIPO Guide (paras 216-239) discuss improvements and developments 

in 1h3 Licensed technology. The principle followed in the UNIDO Model 

Form is  that the obligations o f both parties should be the same.

The term "sign ificant improvement" is  too broad a defin ition  to 

include in the actual contract; the parties should agree on a more 

strict formulation to distinguish the "sign ificant improvements” from 

the others. The same w ill apply in A rtic le  U .2 (b ). The same observa

tion applies to "payment o f a reasonable fee" in A rtic le  3 .2 (b ).

"Reasonable"should be defined; fo r example, no more than fees charged 

to other licensees.

A rtic le  3.3.^ Suppliers o f c r it ic a l items o f equipment.

It  is  recommended that vendors that are prequalified for supplying 

c r it ic a l items o f equipment must demonstrate use o f such equipment in 

a sim ilar plant already in operation.

The LICENSEE would prefer to have several possible suppliers 

competing for a l l  c r it ic a l items o f equipment; Uit in the case, vhen 

only one or two possible suppliers are named by the LICENSOR, he may 

request the LICENSOR to indicate a reasonable price leve l fo r such 

equipment items.

A rtic le  3.3.5 The LICENSOR'S services in approving equipment and 
and detailed engineering.

The extent o f the Process Engineering Design Package and o f the 

basic engineering included therein is  dependent on the Contractor's 

experience and sk ill  in th is f ie ld .

The UNIDO Model Form is  drafted for a LICENSEE whose Contractor 

needs a detailed Process Engineering Design Package from the LICENSOR.

I f  the Contractor appointed by the LICENSEE requires le ss  de ta ils  than 

provided in the Model Form, the License Fee w ill be n a i le r .
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It  is  in the interest o f both parties to specify as s tr ic t ly  as 

possible a l l  the characteristics o f raw m aterials, u t i l i t ie s ,  products, 

by-products, etc.- pertaining to the Process and to specify equally  

s tr ic t ly  those characteristics that should he monitored and guaranteed 

during the Performance Test.

A rtic le  3.5.1 Performance Guarantee Tests

A rtic le  3.5 Performance Guarantees

The veriod o f the test run w ill  depend on hov complicated the 

Process is .  It  may he appropriate to accept a shorter test run for  

demonstrating the Process LICENSOR'S guarantees (say,72 -  120 hours) 

and a la rger period fo r  demonstrating the Contractor's Performance 

which includes equipment performance, (say, 2U0 hours or more). The 

words "continuous test run" should he c learly  defined; in some cases, 

short interruptions can he tolerated . Since many petrochemicals require 

extensive analytical procedures, analytical investigation should be 

kept within reasonable lim its. The tolerance lim its also should he 

defined along with the measurement and analytical methods and instruments 

to be used. (See UNIDO DDT No. l ^ p a g e s  21-23)

guarantees o f catalysts

In most processes, the ca ta ly st (s ) used is  an essential element 

o f the licensed know-how (patented or not). However, the LICEFSOR and 

the catalyst manufacturer are not always the seme. The Model Form 

does not include either the terms and conditions for the supply of 

catalyst or the guarentees o f the c a ta ly s t (s ) ' l i f e  time. These
2/should he part o f the contract fo r the supply o f the catalyst ( s ) . —

A rtic le  3 . 5 "Make Good" Clause

The WIP0 Guide (paras 291*) states that " i f  the technical require

ments (performance guarantees) are not met, the Licensor or technology

1/ "UNIDO, DTT No. 12" re fers  to UNIDO Development Transfer o f Technology 
Series No. 12: Guidelines for Evaluation o f Transfer o f Technology
Agreement.

2/ See Catalyst Manual: Guide fo r Catalyst Users In the Petrochemical
and F e rtiliz e r  Industries'! 2 Volumes, (l26 and *̂08 pages); 2 976 
edited by the Joint UNIDO/Romania Centre, Bucharest. UNIDO ITD/351.
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supplier i s  usually required at his o w  expenses........to make changes in

the equipment o f the Plant supplied hy i t  and conduct future tests in 

order to enable the guarantee to be net".

In the UNIDO Model Form, the LICENSOR'S potential l i a b i l i t i e s  

under t t is  A rtic le  are fo r:

(a ) the modifications and changes in the process 
Engineering needed to rec tify  the Plant;

(b ) the costs o f the LICENSOR'S personnel on the site  
incurred fo r th is purpose; and

(c ) the cost o f equipment that has to be modified or 
replaced.

The LICENSOR may be unwilling to accept such large potential l i a b i l i t i e s ,  

that is  several times his Contract Price which usually amounts to no more 

than 5 per cent to 15 per cent o f the to ta l cost o f the Plant.

The extent o f the l i a b i l i t i e s  which the LICENSOR w ill accept should 

be negotiated bearing in mind that large potential l i a b i l i t i e s  may 

increase the cost o f the Licence i t s e l f  and the fact that the LICENSOR'S 

l i a b i l i t y  under th is heading is  not included in the overall lim it o f 

his l ia b i l i t ie s  (A rtic le  3 .8 ).

A rtic le  3-5.11 Right to introduce Third Party

The purpose o f th is A rtic le  i s  to safeguard the LICENSEE'S large  

investment in the project in the event that the LICENSOR is  not w illing  

or not able to rec tify  the Plant. In thiB case a possible lo ss  o f 

confidentiality appears Justified .

As regards the amount o f excess consumption which the LICENSEE 

can accept, i t  varies from case to case depending on whether the Plant 

is  supplied by another unit o f integrated complex or is  purchased from 

outside. In any event, the range is  lik e ly  to be 2 to 5 per cent.

A rticle 3.8 Overall Limit on LICENSOR'S L ia b ility

The interests o f the LICENSOR and LICENSEE con flict in th is  A rtic le  

and very careful negotiation is  required. Sin:e the LICENSOR w ill not 

receive a large fee , he w ill be reluctant to nccept unlimited l ia b i l i t ie s .  

This vas recognized by some parties at the F irst Consultation and recorded 

in footnote 6 to para 66 o f the Report.
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A rtic le  lt.U Secrecy obligations o f the LICENSEE

The tine lim it on confidentiality  is  very variab le , depending on 

the Process, the competition, the technical and sc ien tific  value o f the 

information and on many other factors. Some Licensors may be striv ing  

to set lim its beyond ten years i f  the Process licensed is  a very new one. 

(See VIPO Guide, paras 238-283).

A rtic le  7 Patent Infringement

The LICENSOR may not be w illing to provide comprehensive warranty 

under patent infringement. The UNIDO Model Form aims to cover the 

LICENSEE against infringement o f patents fo r use of the Product in the 

country vhere the plant is  located for the duration o f the agreement. 

This complicated matter is  considered in the WIPO Guide, paras 190-20f 

and in para 198 in particu lar.

The LICENSEE is  advised to conduct a patent search himself in his 

own country, i f  possible. To th is end the LICENSOR should co-operate 

by advising him o f a l l  possible headings under which the patent could 

appear. Because default o f a patent can lead to compulsory plant 

closure, th is search should be undertaken whether or not the LICENSOR 

agrees to the "hold harmless"provision.

A rtic le  8 Contract price and methods o f payment

UNIDO was requested ty the F irst Consultation to examine alternative  

methods o f payment. This has not been done because VIPO Guide, paras 

390-U96,already provided an extensive discussion.

In the Petrochemical Industry the lump-sum method o f payment used 

in the UNIDO Model Form is  perhaps the method most widely used when 

production in a nev plant is  envisaged and the technology is  well 

established.

I f  the LICENSEE accepts to pay running royalties in addition to a 

lump-sum payment, i t  should be so arranged that:



(a ) the lump-sum payments are deemed to cover ( i )  the nrovision 
o f the Process Engineering Design Package and other technical 
information, data and drawings; ( i i )  the additional technical 
services o f the LICENSOR under A rtic le  3-5 and ( i i i )  the pro
vision o f tra i'- '-ig  (A rtic le  6 ).

(b ) the royalty payments are deemed to cover only the grant o f 
rights to patents and know-how.

A rtic le  8.1.2 Payment conditions

The payment instalments suggested (25%-50f-25%) has been used in 

many specific contracts, but they are only given as an example. For 

further discussion see WIPO Guide, naras. UQ7-S10.

A rtic le  9.2 The Duration o f the Agreement

In the UNIDO Model Form, the duration o f the Agreement has been 

defined for the same period (10 years) as the obligation fo r maintaining 

confidentiality  in general and in addition the mutual exchange o f in fo r 

mation on improvements. Other periods can be chosen as discussed in 

the WIPO Guide, paras 577-601.

Article 10.1 Bank guarantees

A Bank Guarantee is  provided to secure the advance payment made by 

the LICENSOR. This i s  normal practice.

In place o f the Performance Bond proposed by the F irst Consultation, 

the UNIDO Model Form provides for a Second Bank Guarantee covering the 

tota l l i a b i l i t i e s  o f the Licensor for the period up to the time 

the Performance Test has been demonstrated. Both the size o f the Bank 

Guarantee and it s  duration w ill in practice be subject to negotiation.

The form suggested provides the maximum protection that the LICENSEE 

is  lik e ly  to obtain.



-  18 -

I t  is  normal practice fo r  the insurance under 10.3.1 to he taken 

out; the UNIDO Model Form makes i t  the LICENSOR'S respon s ib ility  

because the LICENSEE may not be able to obtain appropriate coverage 

himself. (See WIP0 Guide, paras 5**9-556.)

A r tic le  10.3.2 has been included as recommended hy the F irs t 

Consultation, but the LICENSOR may consider his o w  assets su ffic ien t 

to  cover h is l i a b i l i t i e s  under th is  heading.

No provision has been made in th is  A r tic le  fo r  insuring against 

de fective  spec ifica tion  o f  materials o f  construction by the LICENSOR, 

except in so fa r  as such defects are covered by the Professional 

Indemnity Insurance.

A r t ic le  10.$ Settlement o f  Disputes

The importance o f  a procedure fo r  resolving disputes without 

Arbitration needs emphasizing. For example, in the event o f  d is 

agreement as to whether defects in the Plant ex is t or not, as 

provided in A r t ic le  3-5-6, the LICENSOR and LICENSEE may agree to 

in v ite  an Expert to  determine the extent o f  the defects that need to 

be r e c t if ie d .

A r t ic le  11.1 Assignment

In some Licensing Agreements, th is provision is  modified so the 

Agreement can be assigned by either party without the consent o f  the 

other in the event th a t:

(a ) e ither party s e lls  its  entire plant, business and 
goodwill to  another party and/or

(b ) there is  a merger involving the f ie ld  o f agreement; or

(c ) the Agreement is  assigned to a subsidiary or controlled 
company or to a parent company;

provided that the PURCHASER assumes a l l  ob ligations o f the LICENSOR 

or LICENSEE under the Agreement.

A rtic le  10.3 Insurance
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r̂ .vi entered ir.t- ‘.Vv-n

THE (Lrpai Nome c f  L; cenr.ee)

having its  reg istered  o f f ic e  a t (P la ce )

v ith  i t s  Principa l Fluce o f  Business at (P lace )

and herein i f t e r  re f-rred  to  an the LTCEIifrlE v’hich expression sh a ll, unless 

rct/wnart to  the context or contrary to the meaning «h ereof, include its  

successors o f  the cne rn rt, and

THE LICEI.TOR (Lera ! Пак»е o f  licen sor)

having its  registered  o f f ic e  at (P lace )

v ith  i t s  Principal Place o f  Business at (P lace )

and hereinafter referred to  as the LTCELTO? which expression sh a ll, unless 

repugnant to the context or contrary to the meaning th-i-icof, include its  

successors o f  the other part.

VFEREAS

the LTCrNflE has developed a process here ina fter referred to as the 

x'roec: c to  manufacture Product U  and lias accumulated know-how rela ted  to 

the use o f  the Process in manufacturing plants.

WHEREAS
the LICENSOR owns and maintains patents on the Process end has the r igh t 

to grant to others the License to apply the Process.

VHESKAC
the LICENSEE wishes to in s ta ll a t (P la ce , Plant S ite )

fa c i l i t i e s  fo r  the production o f  (quan tity ) metric tonnes per day o f 

Product, hereinafter referred  to  as the Plant.

WHEREAS

the LICENSEE wishes (a ) to  licen se  the patents o f  the LICENSOR re la tin g  

to  the Process (here ina fter re fe rred  to  as the Applicable Patents) in 

(Name o f  Country) on non-exclusive basis , (b ) to  obtain the services o f  

the LICENSOR fo r  the supply o f  the Process B igincerinr Design Package and 

related technical information and services su ffic ien t to  design, engineer 

and build the Plant, and (c )  to  obtain certa in  other services related to 

the construction and operation o f  the P lant.

WHEREAS

the LICENSOR is  w illin g  to grant the License and undertake these serv ices , 

and hereby agrees to do so on the terms and conditions specified  in th is

A^ro.rrnt.

and Nr-..' THLREI'oiiK

IN '■  (,'* *.wr  » re n i.* .'0 .vid ;'.u?nal cov»-.a-.itr . v r r  in  c ^ n t .v  r.^d ,

it i'l p'-reed by the narties hereto an follows:

] / In  I f  co v e re d  Lv M*r L ic e n c e .
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ARTICLE I 

DEFINITIONS

1.1 In th is Contract, the follow ing expressions shall have the follow ing 

meanings assigned to  them in th is  A rtic le .

1.2 "The LICENSOR" shall mean the party named as such in th is  Contract 

or his successor or permitted assigns.

1.3 "The LICENSEE" shall mean the party named as such in th is Contract 

or his successor or permitted assigns.

l.U  "The Plant" shall mean the manufacturing fa c i l i t ie s  to he b u ilt by 

the LICENSEE at a s ite  in (country) using the Process fo r  the 

production o f (Product) from feedstock ( ) at nameplate capacity

o f ( ) metric tonnes per annum based on (330) operating day per annum.

1.5 "The Process" shall mean the la tes t commercially proven process 

developed or acquired and owned by LICENSOR at the E ffe c tiv e  Date which 

is  the subject o f  th is  Agreement and which is  described in d e ta il in 

Annexure 2.

1.6 "Product" shall mean the product(s) o f the Plant produced according 

to Process and o f  the specifications set forth  in Annexure U.

1.7 "The Know-how" shall mean a l l  the la tes t technical data, information 

drawings and designs and instructions relevant to the Process —̂

in the nossession o f  LICENSOR, in commercial use and operated in the 

LICENSOR'S and/or his other LICENSEES' p lan t(s ) at the E ffec tive  Date 

and which LICENSOR is  en tit led  to d isclose, embodied in the Process 

Engineering Design Package which are su fcicien t to enable the Con

tractor to undertake the deta iled  engineering o f  and construct the 

Plant and to enable the LICENSEE'S personnel to  operate the Plant so 

as to produce product(s) in accordance with the Performance Guarantees.

1.8 "Process Engineering Design Package" shall be as defined above in

1.7 and in more d e ta il in Annexure 0.
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1.9 "Agreement" means th is  contract (together with the Annexures and 

Specifica tions) entered into between the LICENSEE and the LICENSOR 

together with a l l  o f  the documents to which reference has been made 

in the contract documents, and including such amendments and/or 

charges, (properly made from time to time by mutual agreement between 

the p a r t ie s ), to  the documents constituting th is  Agreement.

1.10 "Applicable Patents" shall mean the patents relevant to the Process 

owned or controlled by the LICENSOR as the case may be, as defined 

in Annexure 1.

1.11 "Approval" shall have the meaning ascribed in A r tic le  11.8.

1.12 "Basic Design Data" shall be the information provided by the Licensee 

as prescribed in Annexure 6.

1.13 "Commercial Production" shall mean the continuous production o f

specification  grade Product at the rate o f  ( ) fo r  ( ) days.

l . l 1* "Confidential Information" shall mean the Confidential Information 

defined as such in A rtic le  lt.l*.

1.16 "The Contractor" shall mean the engineering o rgan iza tion ^ ) appointed 

by the LICENSEE in agreement with the LICENSOR to  undertake detailed 

engineering and erection o f the Plant based on the Know-how.

1.17 "Days" sha ll be calendar days.

1.18 "E ffec tive  Date" shall mean the date on which th is Agreement shall 

come into e f fe c t  in accordance with the provisions o f A rtic le  9.1

1.19 "Expanding the Capacity" shall mean an increase in capacity o f  the Piant 

in excess o f  the Nameplate Capacity consequent on the in sta lla tion  o f 

additional items o f  major equipment or replacement o f major items o f 

equipment by equipment o f la rger capacity. An increase in capacity

o f the Plant aris ing  by any other means including changes in piping, 

instrumentation, balancing equipment, cata lysts , auxiliary chemicals 

or additives or operating and maintenance conditions and procedures 

shall not be considered an expansion o f  capacity.

1.20 "F irst Detailed Engineering Meeting" shall mean the f ir s t  meeting 

between the Licensee, the Contractor and the Licensor follow ing the 

appointment o f  the Contractor according to  Annexure 6, A rtic le  2.
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1.21 "Guarantee Test" shall mean the tes t operation o f  the Plant as 

specified  in A r t ic le  3.5 to be undertaken fo r  the purpose o f 

demonstrating the Performance Guarantees.

1.22 "Improvements" shall mean any modification or refinement o f the 

Process or the Know-how, whether patented or not, which have been 

developed or acquired during the period covered by th is Agreement, 

or during the period fixed  in the Agreement and which are capable 

o f improving the technical and economic characteristics o f the 

Process and hence the quantity and quality o f  the Product produced.

1.23 "Mechanical Completion" shall mean the time when the physical 

construction o f  the Plant has been completed, the Mechanical Completion 

C ertifica te  has been issued and the Plant is  ready fo r  in it ia l  

operation.

1.2*4 "Performance Guarantees" shall mean the performance guarantees o f 

the Plant b u ilt using the Process as defined in A r t ic le  3.5 and 

Annexure 11.

1.2f "S ite " means the land upon which the Works are to  V  constructed as 

specified  in Annexure 5.

1.26 "Specifications" means the technical c r it e r ia ,  d e fin ition s  and 

parameters governing the Plant as set out in the Agreement.

1.27 "Technical Documentation" shall mean the technical documents described 

in Annexure 6.

1.28 "Tonne(s)" re fers  to  metric tonne.
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ARTICLE 2

DEFINITION OF THE PLANT AND THE PROCESS

Defin ition  o f the Plant

2.1 The LICENSEE intends to establish a plant at (town, country) 

to  manufacture specification  grades o f (Product). The pre

liminary outline o f  the s ite  o f  the Plant is  provided in 

Annexure 5.

2.2 The capacity o f  the Plant shall he metric tonnes per day o f 

Product and shall be designed to  operate at least . . . .  days 

per year.

2.3 The Plant shall be designed to produce the d iffe ren t grades o f 

Product according to the specifications described in Annexure U.

2 . k  The Plant shall be a modern, re lia b le , safe and integrated plant 

fo r  the manufacture o f Product and shall be designed s p ec ific a lly  

to  suit the lo ca t i n and feedstock.

2.5 The feedstock shall have the specifications detailed in Annexure 11.

D efin ition o f  the Process
■< /

2.6 The Plant shall use the ............. .......... Process — ............................

as described in Annexure 2 and consisting o f the units described in 

Annexure 3.

2.7 The Process covers a l l  the manufacturing fa c i l i t ie s  between the 

points where feedstock, other raw materials and u t i l i t ie s  enter 

the Plant and the points at which Product and e fflu en ts  leave the

Plant. More s p ec ific a lly  the feedstock shall enter at ...................,

other raw materials at ................. and u t i l i t ie s  at ..........................

the Agreement should re fe r  to  Annexure 5 showing layout o f  the Plant 

within Battery L im its .)

I f  As an example the follow ing description might be used for a PP process:

. . . .  fo r  the manufacture o f polypropylene by ca ta ly tic  
polymerization o f propylene; starting with the monomer, ending 
with p e lle t ized  polymer; including in addition to  the process 
steps proper, the preparation, separation and recovery sections 
as well as the preparation o f the catalyst mixture.

The Product w ill  leave the Plant at (At th is  point
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ARTICLE 3

OBLIGATIONS OF THE LICENSOR

Grant Patent Rights and License

3.1 The LICENSOR warrants that i t  has the righ t to  grant licenses for 

the use o f  the Knov-hov and the Applicable Patents in (country; 

fo r the production o f  Product and that Product produced may be 

sold in (country) or to  a l l  countries o f  the world (except . . .  

countries). The LICENSOR hereby grants to  the LICENSEE with 

e ffe c t  from the E ffe c tiv e  Date o f the Contract, a non-exclusive, 

non-transferable righ t and licence under the Know-how and the 

Applicable Patents l is te d  in Annexure 1.

(a ) to  employ the Process and Know-how in the design, 
engineering and construction o f  the Plant and in its  
operation during the l i f e  time o f  the Plant;

(b ) to  s e l l ,  use or otherwise dispose o f  the Product 
manufactured by the Licensed Plant in (country) or
in any other country o f the world, except ( ........... ):
and countries;

(c ) to  purchase, acquire, make or have made any equipment 
apparatus or other material or chemicals necessary for 
the construction and operation o f  the Plant.

3.1.1 The grant o f  the righ t to  use the Process and the

Know-how referred  to shall not be interpreted to mean 

a passing to  the LICENSEE o f  the LICENSOR'S proprietary 

rights and t i t l e  to  the Applicable Patents and the 

LICENSOR'S Process.

Improvements in the Process

3.2 The LICENSOR undertakes o f his own accord to  make availab le to 

the LICENSEE a l l  Improvements in the Process developed or acquire! 

by the LICENSOR for the duration o f  the Agreement (o r , i f  agreed, a 

specified  period) and sp ec ific a lly
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(a ) to make availab le , free o f charge, a l l  developments 
and improvements in operating techniques, preventive 
maintenance and safety measures, and process developments 
not covered by (b ) applicable to the Plant as well as 
other relevant data and proprietary information which 
is  made available free o f charge by LICENSOR to other 
licensees o f the Process;

(b ) to grant to the LICENSEE, on payment o f a reasonable 
fee and on agreed terms, the rights to use proprietary  
process developements implemented, or acquired by the 
LICENSOR, including patented developments, which could 
result in significant improvement( s ) in the capacity, 
re lia b il it y  and efficiency o f the Plant, and quality o f  
the products.

3.2.1 The LICENSOR shall inform the LICENSEE in writing o f the 

av a ilab ility  o f a l l  Improvements in the Process when 

they are developed or acquired and applied in the LICENSOR'S 

Plant or Plants o f a l l  other Licensees who, in their  

respective licence agreement do not exp lic it ly  prohibit 

the LICENSOR such disclosure.

Supply o f Technical Documentation and related Services

3.3 The LICENSOR shall supply to the LICENSEE suffic ient technical 

information and know-how related to the Process to enable the 

LICENSEE to undertake through his Contractor the detailed engineering 

o f the Plant, to construct the Plant, to commission the Plant and 

to operate the Plant. The documentation to be supplied for th is  

purpose shall include, but not to be lim ited to:

(a ) the Process Engineering Design Package described 
in Annexure 8, and

(b ) the other technical information, data and drawings

3.3.1

lis ted  in Annexure 6.

The LICENSOR shall ensure that a l l  information required 

for the detailed engineering o f the Plant by the LICENSEE 

or the Contractor is  made availab le in accordance with 

the time schedule, place o f delivery and number o f copies 

required, as detailed in Annexures 6 and 7. In the event 

that documents supplied are incomplete or inaccurate and
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have to  be completed or modified, the date o f  d e livery  

o f  the documents sha ll be the date on which such 

completions or m odifications are supplied by the 

LICENSOR. I f  any explanation is  required by the 

LICENSEE or the CONTRACTOR, such explanation shall 

not be unreasonably withheld by the LICENSOR.

3.3.2 The LICENSOR shall arrange fo r  personnel o f  the 

LICENSEE and/or his Contractor to  v is i t  the LICENSOR'S 

plants operating at (Locations) using the Process on 

agreed occasions u n til the Plant has demonstrated its  

Performance Guarantee Tests. U  The to ta l duration o f  

such v is it s  shall not exceed . . . . .  working days and

shall be res tr ic ted  to  not more than ........ persons at

a time. The v is it s  shall be scheduled so as not to  

in ter fe re  with the operation o f  the plants v is ited .

3.3.3 The LICENSOR shall supply any other information on the 

Process and Know-how that may be reasonably required by 

the LICENSEE or his Contractor fo r  checking the process 

engineering, undertaking the detailed  engineering, 

erection and operation o f  the Plant.

3.3.U The LICENSOR shall d e live r  to  the LICENSEE, as detailed 

in Annexure 8, the names o f  vendors supplying a l l  items 

o f  equipment o f  a proprietary or c r it ic a l  nature which 

form an essential part o f  the Process that are lis te d  

in Annexure 6.

3.3.5 The LICENSOR shall have the righ t to  require i t s  approval 

o f  the deta iled  design o f  any major item o f  equipment 

which may a ffe c t  the Performance Guarantees o f the Plant. 

At the request o f  LICENSEE, LICENSOR'S approval shall be 

required on those parts o f  the detailed engineering, 

which in view o f  LICENSEE may a ffe c t  the implementation 

o f  the Process. The l i s t  o f  a l l  items whose deta iled  

design shall be approved by LICENSOR is  id en tified  in 

Annexure 6.

1/ During such v is it s  the LICENSOR shall provide on request such
technical data on the operating plant as may be reouired to 
confirm the technical specifications o f the Process Engineering 
Design Package.
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3.3.6 The LICENSOR shall indicate the suppliers o f catalysts  

and other chemicals required for start-up o f the Plant 

and demonstration o f  the Performance Guarantees and its  

subsequent operation.

3.3.7 The LICENSOR shall provide competent personnel to supervise 

the commissioning and start-up o f the Plant and the 

conducting o f Performance Tests.

3.3.8 The LICENSOR shall during the term o f this Agreement,

at the request o f the LICENSES and on terms and conditions 

as agreed at the time, depute a competent person to 

reviev the operation o f the Plant and to advise the 

LICENSEE on ways o f improving or overcoming deficiencies  

in its  operation.

Additional services to be provided at cost

3.U The LICENSOR sha ll, when requested by the LICENSEE provide any or a l l  

o f the following additional services for additional payments and under 

a separate agreement:

(a ) assist the LICENSEE in managing the operation o f the Plant 
for the f i r s t  ( . . . . )  months a fter the Performance 
Guarantee Tests have been successfully demonstrated.

(b ) assist the LICENSEE to develop end-uses for Product,
to establish a laboratory where applications o f Product 
can be tested, and to provide technical services to 
customers to back up sales o f the Product in (country);

(c ) permit the LICENSEE to use t.he LICENSOR'S trademark 
o f Product when se llin g  Product produced by the Plant 
in (country) and in selected markets;

(d ) provide the LICENSEE with supplies o f Product from its  
own plants to assist the LICENSEE to build up a market 
for Product in (country) from the E ffective Date up to 
the start o f commercial production by the Plant.
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Performance Guarantees o f the Process

3.5 The LICENSOR guarantees that the Plant shall meet the Performance

Guarantees lis ted  belov during a continuous test run o f ......... hours

provided that ( i )  the Plant is  designed, constructed and operated in 

stric t accordance with the Process Engineering Design Package, the 

Know-how and Technical Documentation furnished by the LICENSOR, 

subject to any changes approved in writing; and ( i i )  the LICENSEE 

provides a constant and adequate supply o f the raw m aterials, 

u t il it ie s  and the number o f trained personnel for the Plant as 

required in the Agreement.

(a ) The Plant shall produce........tons per day o f Product
o f Specification Grade ........ (Where more than one grade
o f product is  to be manufactured, the capacity o f the Plant 
for each grade o f product should be mentioned and the 
grade(s) which shall be tested during the Performance 
Guarantee Test as well as the tolerances and the quality  
characteristics being guaranteed should be spec ified ).

(b ) The consumption o f raw materials and u t i l it ie s  shall be 
as follows:

(Guarantees o f raw material, steam, power, e tc ., 
per ton for each grade o f product, tolerances and 
eventual compensations among u t il ity  consumptions 
should be specified)

(c ) The Effluents shall meet the following specifications  
within the tolerances mentioned:

(d ) The application o f the Process and the operation o f the 
Fiant shall meet the safety and environmental requirements 
of the laws and regulations in force in the (country) 
where the Plant is  located, as specified in the Basic Design 
Data provided by the LICENSEE.

3.5.1 The Performance Guarantee Tests shall be performed within

.......... days from the Mechanical Completion and be demonstrated

by means o f a .......... hours continuous operation o f the

Plant during which:

(a ) The Plant produces ........ x/daily production lis ted  in
A rtic le  3.5 (a ) above^netric tons o f  Specification Grade 
Product.

(b ) The Product when se^ ra te ly  collected in each 8-hour sh ift  
and analysed in accordance with the procedures meets the 
specifications provided for in A rtic le  3.5 (a ) above during 
each sh ift .
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(c ) The consumption o f rav materials and u t i l it ie s  when 

aggregated over the 10-day test run period meet the 
guarantees provided in A rtic le  3.5 (b ) .

(d ) The effluents and emission when analysed at regular 
intervals in each 8-hour sh ift meet the specifications  
provided in A rtic le  3-5 (c ) .

3.5.2 The LICENSOR shall prepare a Performance Guarantee 

Test Report a fter completion o f the Performance 

Guarantee Test which should be signed by the LICENSOR 

and submitted to the LICENSEE for approval. I f  the 

P lan t's  performance is satisfactory, the LICENSEE shall 

issue to the LICENSOR an Acceptance C ertificate within 

ten (10) days from receipt o f the Report. The Acceptance 

Certificate terminates LICENSOR'S obligations and l i a b i l i 

t ie s  regarding the performance o f the Plant.

3.5.3 I f  the P lan t's  performance is  not satisfactory , the 

LICENSEE shall inform LICENSOR on the reasons fo r non-

acceptance within ........ days. Upon receipt o f this

information LICENSOR shall within ........ days prepare a

Report which considers whether changes in operating 

procedures, modification or replacement o f equipment, 

installation  o f additional equipment or fa c i l i t ie s  are 

required.

3-5.^ I f  the Performance Guarantees are not met, due to 

defects in the Process and/or Process Engineering 

Design Package attributable to LICENSOR, LICENSOR shall 

at it s  own expense, and in co-operation with LICENSEE 

proceed to effect the rectifications which in it s  pro

fessional Judgement are necessary to rec tify  the defects 

and thereby to achieve the Performance Guarantees,

LICENSOR and LICENSEE shall determine a mutually agreeable 

schedule to incorporate such changes, modifications or 

additions to the Plant and LICENSOR shall bear the expense 

o f design, purchase, delivery and installation  o f the 

required equipment necessary to make such changes. In 

making such request, LICENSOR shall consult with LICENSEE 

and take into consideration LICENSEE'S current production 

requirements.
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1 3.5.5

3-5.6

I f  the Performance Guarantees are not met, due to 

LICENSEE'S fau lt (including the Contractor's fa u lt )

LICENSEE sha ll, through the Contractor proceed to effect  

the rectification s which in the professional Judgement 

of LICENSEE hut with advice and approval o f LICENSOR

are necessary to rec tify  the defects and thereby to ,

achieve the Performance Guarantees. LICENSEE shall

bear the expenses of design, purchase, delivery and

installation  o f the required equipment necessary to make

such changes.

I f  the LICENSOR and the LICENSEE do not agree and the 

LICENSOR neglects or refuses to take measures to rec tify  

the defects in the Process within a reasonable time

( ........ days), then the LICENSEE may i t s e l f  take steps to

rec tify  the defects in the Process pending Arbitration  

which shall decide who shall bear the costs thus incurred.

3.5.7 The LICENSOR or the LICENSEE, as the case may be, shall 

in every case keep accurate records o f the costs o f 

rectify ing any de fect(s ) in pursuance o f th is A rtic le  

and each party shall be entitled to receive copies o f the 

relevant documents.

3.5.8 The LICENSEE shall not be required to make any payment to 

the LICENSOR for the extension o f the services o f LICENSOR'S 

personnel for any period beyond the f i r s t  unsuccessful 

Performance Guarantee Test run i f  the Plant fa i ls  to 

demonstrate the Performance Guarantees for reasons attribu 

table to the LICENSOR.

3-5.9 After completion of the rectification  o f the defects 

according to A rtic le  3.5.**, 3.5*5 and/or 3.5.6, a second 

Mechanical Completion Certificate shall be prepared by the 

Parties and a Second Performance Test made.

3.5.10

>

In the event that the Plant is  s t i l l  unable to demonstrate 

the Performance Guarantees for reasons attributable to 

LICENSOR, but achieves a performance above the minimum 

specified below, the LICENSOR shall have the right to pay 

to the LICENSEE penalties established in the manner set 

out in A rticle 3.6 below and thereupon be relieved o f his 

obligations in accord with Article 3.6.

(a ) (95) percent of the production capacity equivalent 
t o ....... tons/day;
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(b ) Consumption o f feedstock excees the guaranteed 
level by (2 ) per cent;

(c ) Consumption o f catalysts, chemicals, stream and 
power exceeds the guaranteed leve l by ( ) per 
cent.

3-5.31 In the event the production o f  Product during the fin a l 

Performance Test is  below that stated above in 3.5*10 

does not meet the specifications set out in Annexure U 

hereof or the consumption o f feedstock exceeds the 

guaranteed figure by (2 ) per cent or more, the LICENSEE 

shall have the right to rec tify  the plant. For this  

purpose, the LICENSEE may approach any other party for 

advice and know-how on the operation or modification o f 

the plant and the LICENSEE may carry out such modifications 

o f the plant as may be necessary in order to secure pro

duction o f Product in the quantity o f the specification and 

with consumption o f (feedstock) to the guaranteed levels  

specified in this Agreement. In so doing, the LICENSEE 

shall not in any manner be restricted by the provisions o f 

confidentiality  contained in A rtic le  3* .3*. The LICENSOR shall 

be lia b le  to pay to the LICENSEE the fu l l  cost to the 

LICENSEE o f obtaining advice and know-how and modifying the 

Plant.

3-5.12 I f ,  for reasons not attributable to the LICENSOR, the f ir s t  

Performance Guarantee Test has not been carried out within

( ....... ) months o f supply o f the Process Engineering Design

Package, or within ( ........) months from the Effective Date,

whichever soraes la te r , the obligations o f the LICENSOR with 

regard to Performance Guarantees of the Plant shell become 

void.

3.5.13 I f ,  for reasons not attributable to the LICENSEE, the f ir s t  

Performance Guarantee Test has not been made within the 

period stipulated in 3-5-12 above, the LICENSOR shall, on 

the request o f the LICENSEE, undertake to assist LICENSEE 

in the start-up o f the Plant at a la te r date. In this  

case additional fees and travel expenses that take account 

of the increased costs to the LICENSOR shall be agreed 

between the LICENSEE and the LICENSOR.
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Penalties

3-6 The LICENSOR shall be subject to a penalty to be paid to LICENSEE

(1 ) for delay in supplying the Basic Engineering Design 

Package and other documents required by the LICENSEE 

and the CONTRACTOR for detailed engineering o f the

Plant ..................  thousand US Dollars for each week o f

delay.

(2 ) I f  the Plant fa i ls  to demonstrate the Performance 

Guarantees set out in A rtic le  3*5 in the last Performance 

Guarantee Test conducted and subject to the provisions o f 

Article 3.5.10, the LICENSOR shall pay the LICENSEE com

pensation in the form o f penalties arrived at as 

follows :

(a ) to the extent that production fa l ls  short o f ...........
metric tons (the quantity guaranteed), the LICENSOR
shall pay to the LICENSEE a penalty o f ...............  per
every 1 per cent or fraction o f 1 per cent of the 
deficiency;

(b ) to the extent that consumption o f (feedstock) exceeds
.........  metric tons per ton o f product (the consumption
guaranteed), LICENSOR shall pay to LICENSEE a penalty 
o f . . . . .  per every 1 per cent or fraction of 1 per 
cent of the excess consumption;

(c ) to the extent that consumption o f catalysts, chemicals, 
steam and power per 1000 kg. o f product produced is  in 
excess o f the guaranteed quantities, the LICENSOR shall 
pay to the LICENSEE a penalty worked out as follows:

1. For every . . .  
a sum o f . . . .

consumption of ( catalyst s )

2. For every . . ,  
a sum o f . . . .

consumption of (chemicals)

3. For every . . .  
a 3um o f -----

consumption of steam

1*. For every .. .  
a sum o f . . . .

consumption of power

3.6.1 The LICENSEE, without prejudice to any other method o f 

recovery, may deduct the amount of such penalties from any 

payments due to the LICENSOR.

3.6.2 The payment of such penalties shall re lieve the LICENSOR only 

from those specific obligations for which the penalties were 

paid.
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Additions to Capacity o f the Plant

3-7 The LICENSOR grants to LICENSEE the right to Expand Capacity o f the 

Plant and/or to set up additional fa c i l i t ie s  for the production o f 

Product employing the Process and the Knov-hov during the term o f 

this Agreement, i n ................. (country).

3-7.1 In the case the LICENSEE acquires the right to Expand the 

Capacity as defined in A rtic le  1.19, the LICENSOR shall 

grant the right on payment o f additional fees at the rate

o f no more t h a n ...........  per metric ton o f additional

capacity, payable as to 25 per cent on notification to 

the LICENSOR, and 75 per cent on the date o f coonercial 

production.

3.7-2 In the case the LICENSEE achieves higher production vithout 

Expanding the Capacity, no further licence fee shall he paid.

3.7.3 The terms and conditions fo r providing LICENSOR'S personnel 

to assist the LICENSOR with additional services required 

with regard to Expanding the Capacity shall be at rates 

negotiated at the time o f notification  to the LICENSOR.

L iab ility  Limitation

3.8 LICENSEES tota l l ia b i l i t ie s  under th is Agreement shall be limited to

...........  per cent o f the lump sum fee mentioned in A rticle 8, with the

following exceptions:

(a ) l ia b i l i t ie s  fo r patent infrongement (A rtic le  7 );

(b ) l ia b i l i t ie s  fo r defaults in Process Know-how and Process 
Engineering Design Package (A rtic le  3 .5 ).

The LICENSOR'S l ia b i l i t ie s  under 3.8 (a ) and 3.8 (b ) above shall be

unlimited.

3.8.1 The LICENSOR shall not be lia b le  for loss o f anticipated

profits or fo r any consequential loss or damage arising from 

any cause.

n

\)
0
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ARTICLE U

OBLIGATIONS OF THE LICENSEE 

Provisions o f  Basic Design Data for the Plant

U .l The LICENSEE shall provide and be responsible fo r  the accuracy o f  

the Basic Design Data on which the design o f the Plant is  to be 

based. The Basic Design Data sha ll be transmitted to LICENSOR and 

discussed at the F irst Basic Engineering Meeting, according to  

Annexure 6.

U.1.1 In the event that the LICENSOR finds discrepancies in

the Basic Design Data or apprehends that the Basic Design 

Data is  incorrect or in-complete, the LICENSOR shall 

promptly inform the LICENSEE in writing and the LICENSEE 

sha ll amend the Basic Design Data,

Improvements in the Process

1».2 The LICENSEE undertakes on his own accord to make ava ilab le  to the 

LICENSOR » n  Improvements in the Process developed by the LICENSEE 

fo r the duration o f the Agreement (o r , i f  agreed, a specified period) 

and spec ifica lly

(a )  to make availab le  f*ce o f charge to the LICENSOR a l l  
developments and improvements in operating techniques, 
preventive maintenance and safety measures and process 
development not covered by (b ) applicable to the Plant;

(b ) to  grant to the LICENSOR, on payment o f a reasonable fee 
and on agreed terms, the rights to use proprietary  
process developments implemented by the LICENSEE, including 
patented process developments, which could resu lt in 
sign ificant improvement(s) in the capacity, r e l ia b i l i t y
and efficiency o f the Plant and the quality o f the Products.

U.2.1 The LICENSEE shall inform the LICENSOR in w riting o f the 

av a ila b ility  o f a l l  Improvements as they are developed 

and applied by the LICENSEE in the Plant.

Appointment o f the Contractor

U.3 The LICENSEE and the LICENSOR shall mutually agree on the appointment 

o f the Contractor to undertake detailed engineering and construction 

o f the Plant.
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U.3.1 The Contractor shall be obliged to sign a normal secrecy 

agreement before his contract with LICENSEE becomes 

effective.

Secrecy and Confidentiality

lj.lt The LICENSEE shall treat a l l  process and technical information, 

proprietary know-how, patented processes, documents, data and 

drawings supplied by the LICENSOR as "Confidential Information" 

and shall not divulge such Confidential Information to a third  

party, except vhen required by law, when the LICENSEE shall inform the 

LICENSOR in advance. These obligations shall begin with the f i r s t  

supply or disclosure o f the confidential information and shall 

cease (10) years a fte r  the date o f disclosure and for the Improvements 

(10) years a fter the date o f the ir receipt. The LICENSEE shall not 

u t iliz e  the Confidential Information for any purpose other than for 

completing, operating, repairing, maintaining or modifying 

the Plant.

U.U .l The employees o f the LICENSEE, the CONTRACTOR and their  

sub-contractors entrusted with the work relating to the 

Plant, shall be bound by the same obligations o f 

confidentiality  as the LICENSEE.

It.It.2 Information received from the LICENSOR shall not be deemed 

Confidential Information when

(a ) it  enters the public domain by publication or 
otherwise;

(b ) it  was in the possession o f the LICENSEE at the 
signing o f the Contract; or

(c ) it  is  made availab le to the LICENSEE independently 
by a third party.

lt.lt.3 The LICENSEE shall be authorized without prior approval

o f the LICENSOR to disclose, such part o f the Confidential 

Information received from the LICENSOR to the CONTRACTOR 

and suppliers o f equipment and/or sub-contractors and/or 

insurance companies when such information is absolutely  

necessary to c a ll for bids or to purchase equipment and/or 

for the insurance o f the equipment and/or the Plant.
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LICENSEE shall he authorized to communicate to any 

Government regulatory body such parts o f the Confidential 

Information as may be required by the applicable lav  

relating to the approval or registration o f th is Agreement 

or grant o f licence fo r import of equipment or any other 

matter pertinent to the setting up o f the Plant.

The LICENSEE shall be authorized to disclose to any 

Government laboratory part o f the Confidential Information 

received from the LICENSOR, subject to LICENSOR'S approval 

in advance and to the recipients o f such information being 

bound by the same obligations o f Confidentiality as the 

LICENSEE.
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ARTTCT.F 5

CO-ORDINATION OF THE WORK

5. LICENSOR shall assist LICENSEE and Contractor in the technology 

transfer during the preparation o f the Process Engineering Design 

Package and to undertake the detailed engineering, construction, 

start-up, commissioning, operation and maintenance o f the Plant. The 

details o f the arrangement for co-ordinating the work to be undertaken 

by LICENSOR, LICENSEE and Contractor are specified below and in Annexure 

6 and the time schedule is specified in Annexure 7-

5.1 Transfer o f Technology

During the preparation o f the Process Engineering Design 

Package, LICENSEE shall accept in LICENSOR'S Office  

LICENSEE'S representatives at the dates, number o f days, 

and number o f persons fixed in Annexures 6 and 7. The 

Contractor, i f  already selected shall assist at the 

conferences. For the duration o f these conferences,

LICENSOR shall provide o frice accommodation, technical 

and c le r ica l assistance. Expenses incurred on te lex , 

cables and postage shall be on the account o f LICENSEE.

5.2 Detailed Engineering

The LICENSEE in his contract with the Contractor shall 

make arrangements for co-ordinating the work i t  undertakes 

with the LICENSOR. The arrangements shall include but not 

be limited to the arrangements lis ted  in thi3 A rticle 5 and 

Annexures 6 and 7*

5.2.1 The LICENSEE shall convene at (P lace) in (Country) 

the First Detailed Engineering Meeting with the 

LICENSOR and Contractor to discuss and agree on the 

matters lis ted  in A rtic le  5 and Annexures 6 and 7*

5.2.2 In order to assist LICENSEE and Contractor in the 

detailed engineering o f the Plant, LICENSOR shall 

take part at the design conferences to be held be

tween LICENSEE and Contractor. The date, duration, 

number and qualification o f the participants and the 

scope of each conference shall be agreed upon at the
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F irst Detailed Engineering Meeting. At these 

meetings LICENSOR shall

(a ) give advice and supply information on 
the Process according to A rtic le  3.3*3;

(b ) approve a l l  the detailed engineering 
designs and drawings that are specified  
in / rt ic le  3.3.5 and Annexure 6 as re 
quiring LICENSOR’ S review and approval.
The conferences shall be held either at 
Contractor's or LICENSEE'S o ffic e . The 
secretaria l and c le r ic a l assistance shall 
be given by the host organization.

5.2.3 The LICENSEE and the Contractor shall prepare the

detailed engineering o f the Plant s tr ic t ly  in accor

dance with the Process Engineering Design Package.

5 .2 .1* The LICENSEE shall notify  the LICENSOR o f any changes 

i t  wishes to make in the Process Engineering Design 

Package. I f  in the opinion o f the LICENSOR, such 

changes are lik e ly  to prevent the LICENSOR from fu l

f i l l in g  any of his obligations under the Agreement, he 

shall notify  the LICENSEE in writing o f the modifica

tions to his obligations that would resu lt and the 

LICENSEE shall decide forthwith whether or not the 

changes shall be carried out. I f  the LICENSEE re 

confirms in writing his intention to carry out the 

changes, then the obligations o f the LICENSOR shall 

be modified to such extent as the LICENSOR specifies.

5.3 Procurement

LICENSOR shall assist LICENSEE and Contractor in the procure

ment o f the c r it ic a l items o f equipment lis ted  in Annexure 6 

and in addition take part at the tests and acceptance procedure 

at the manufacturing plants. The schedule and method o f the 

LICENSOR'S participation in the work shall be agreed upon at 

the First Detailed Engineering Meeting.

5• ̂  Erection o f the Plant

LICENSOR shall assist LICENSEE and Contractor in the erection 

o f the Plant. For this purpose LICENSOR shall
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on questions arising during erection

(b ) to inspect the Plant on Mechanical Completion and 
to report to LICENSEE any evident defects which 
uould affect the safe and e ffic ien t operation o f  
the Plant and/or its  demonstration o f the Performance 
Guarantees.

LICENSOR shall direct the start-up and Performance Guarantee 

Test by his delegated personnel in co-operation with the 

Contractor and LICENSEE.

The LICENSOR shall communicate to LICENSEE the background and 

experience o f the person or persons proposed for a l l  such 

assignments. No person shall be deputed without the LICENSEE'S 

approval, which shall not be unreasonably withheld.

5.6.1 The LICENSEE shall have the right at any time to

require the immediate repatriation o f any o f the 

LICENSOR'S personnel found to be misbehaving, negligent 

or lacking in competence. In such cases, the LICENSOR 

shall immediately satisfy  himself o f the va lid ity  o f  

the claim and shall provide a replacement in not less  

than ........ days. The costs o f repatriation and of

providing a replacement shall be borne by LICENSOR.

5.6.2 LICENSOR'S obligations to depute personnel to the 

country o f the Plant under the Agreement shall be

Payment for a l l  the LICENSOR'S services under A rtic le  5 are 

include'' i r  t * »  T,umn-sum Fee (A rtic le  8 .1 .1 ), except for the 

reimbursable changes for the LICENSOR'S personnel assigned 

to work outside his home o ffice .

5.5 Start-up

5-6 LICENSOR'S personnel

limited to man-days

5.7 Payment for LICENSOR'S services



-  l»2 -

TRAINING OF LICENSEE'S PERSONNEL

ARTICLE 6

6. The LICENSOR shall arrange fo r the training o f LICENSEE'S personnel 

in plants which commenced production within . ••-  years previous to 

the Effective Date using the Process and owned either by LICENSOR or 

one o f its  licensees. The training sha ll cover, but not be limited 

to , plant operations, plant maintenance, material handling, quality  

control, effluent treatment. The LICENSOR shall ensure that the 

training sha ll be adequate to enable the LICENSEE'S personnel to 

master the technology o f the Process, the operation,maintenance and 

control o f the Plant. The LICENSEE sha ll ensure in this connection, 

that the personnel to be trained sha ll have the qualifications  

provided for in Annexure 10.

6.1 The LICENSOR sha ll ensure that personnel designated by the 

LICENSEE be given adequate opportunity to study and acquaint 

themselves with the Process, safety precautions, quality  

control o f the Product, laboratory procedures, maintenance 

o f the plant, and to discuss plant and laboratory practices 

and operations with the plant personnel.
The LICENSEE'S personnel shall be permitted to make notes 

and sketches, and to procure pertinent information as 

required.

6.2 The LICENSOR shall provide training for the LICENSEE'S 

personnel for the periods described in Annexure 10.

6.3 The Training Programme sha ll be carried out in .............

language, and wherever necessary the interpreters for

this purpose shall be provided b y .............  The

LICENSOR undertakes to supply training manuals and data 

in the ................. language.

6.U A ll liv in g  and travel costs for the LICENSEE'S personnel

shall be borne by the LICENSEE.

6.5 The cost o f the LICENSOR'S personnel supervising the

train ing and train ing fees are included in the lump-sum 

fee payable to the LICENSOR under A rtic le  3.1.1.
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present at the plant o f another party, shall be subject 

to a l l  rules and regulations prevailing on the premises 

but shall not be considered an employee o f the other party.

The LICENSOR shall have the right at any time to require 

the immediate repatriation o f any o f LICENSEE'S personnel 

found to be negligent, lacking in competence or gu ilty  o f 

a misdemeanour. In such cases, LICENSEE shall iannediately 

satisfy  himself o f the va lid ity  o f the claim and shall

provide replacement in ........ days. The cost o f repatriation

and o f providing a replacement shall be borne by 

LICENSEE.

LICENSEE w i l l  use his best endeavours to retain and use the 

trained personnel for start-up and operation o f the Plant.



ARTICLE 7

PATENT INFRINGEMENT

The LICENSOR shall indemnify and hold harmless the LICENSEE in 

the event that any claim is  made or any suit or other action is  

brought against the LICENSEE a lleg ing infringement o f one or more 

o f Third Parties' Patents published until the Effective Date by- 

reason o f  the LICENSEE*s practice o f the Process and the Knov-hov 

in the Plant or of  the sale on the home market o f the product pro

duced in the Plant, provided the LICENSEE so notifies the LICENSOR 

promptly.

7.1.1 The LICENSOR shall also indemnify and hold harmless the 

LICENSEE from any infringement o f a patent on an item 

o f  equipment or apparatus o f design specified by the 

LICENSOR as required for the practice o f the Process.

7.1.2 Indemnify shall mean that the LICENSOR shall reimburse 

in fu l l  to the LICENSEE any royalties, licence fee or 

damages paid to a third party as a result o f a ruling  

o f  a competent court o f lav  that LICENSEE'S practice 

o f  the Process and/or Knov-hov infringes the patent 

rights o f the third party.

The LICENSEE shall give the LICENSOR prompt notice, in v ritin g , 

o f any claim or suit (referred to in A rtic le  7.1) o f vhich it  has 

knovledge. The LICENSOR shall have sole charge and direction o f 

the defence and disposal o f such suit o f action and the LICENSEE 

3hall render a l l  reasonable assistance hut shall not be obligated  

to sustain any expenses. The LICENSEE shall have the right to be 

represented by lega l counsel experienced in technology contracts 

o f its  ovn choice at it s  ovn expense.

The LICENSOR shall have the right to acquire immunity from Buit and 

to make or cause to be made alterations at its  ovn cost to the P lan t(s ) 

to eliminate the alleged infringement provided such alteration does 

not prevent the P lan t(s ) from meeting its  Performance Guarantees 

mentioned in A rtic le  3.5 vith a time schedule to be agreed vith  

LICENSEE.
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Neither the LICENSOR nor the LICENSEE shall settle  or compromise 

any suit or action without the written consent o f the other i f  such 

settlement or compromise would oblige the other to make any payment 

or part with any property, to  assume any obligation or grant any 

licences or other rights, or to be subjected to any injunction by 

reason o f such settlement or compromise.
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CONTRACT PRICE AND TERMS OF PAYMENT

ARTICLE 8

.1 The LICENSEE v i l l  pay to the LICENSOR as consideration for the

execution o f the Agreement and the performance o f the LICENSOR'S 

obligations described in  A rtic les 3, 5 and 6 but excluding the 

additional services fo r which an option is  provided but A rticles

3.U and 3«?* a lump sum o f

(Insert Price and Currency)

together v ith  payments to be made on a cost reimbursable basis at 

rates specified in Annexure 11 fo r  the assignment o f LICENSOR'S 

personiel to the LICENSEE'S country. For optional services under 

3.L ani 3.7 a separate Agreement v i l l  be concluded.

8.1.1 The Limp-Sum Fee v i l l  be for services rendered outside 

the LICENSEE'S country and made up as fo liovs:

(a ) for the granting o f the License fo r the 
Plant (Price and Currency);

(b ) for the supply o f the Process Engineering 
Design Package, Knov-hov, and related Technical 
information and service as described in 
Articles 3 and 5 (Price and Currency);

(c ) for the provision o f training and training  
fa c i l it ie s  as described ir  A rtic le  6 
(Price and Currency).

8.1.2 The Limp-Sun Fee shall be paid in three instalments as 

fo llo v s :

(a ) (25) per cent as an advance payment to be paid 
30 daya a fte r  signature o f the Agreement;

(b ) (50) per cent on receipt o f the Process 
Engineering Design Package;

(c ) (25) per cent on satisfactory demonstration by 
the Plant o f the Performance Guarantees as con
firmed by the Acceptance Certificate issued.

These payments shall be paid by the LICENSEE within 

30 days o f the LICENSEE being advised by the LICENSOR 

that they are due.
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8.1.3 For the assignment o f the LICENSOR'S personnel to

work away from home o ffic e , payments w ill  be made within 

10 days in accordance with Annexure 9 against LICENSOR'S 

monthly invoices, ce rtified  at the s ite . Payments due 

in loca l currency shall be made direct to LICENSOR'c 

personnel and in advance.

8.1.1* LICENSEE shall pay to LICENSOR ........  per cent interest

on any delay in his payment obligations.

8.1.5 Payments shall be made in ........  currency to the account

o f the LICENSOR at ........ (Bank named by LICENSOR).



-  48 -

ARTICLE 9

DURATION OF THE AGREEMENT

Effective Date

9.1 The Agreement shall become valid  upon the formal execution (signing) 
by the duly authorized o fficers  o f the LICENSOR and LICENSEE pro

perly witnessed and sealed and in accordance with the applicable lav .

The Effective Date o f the Agreement shall be the date upon which the 

la s t  o f the following requirements has been fu lf i l le d :

(a ) Approval o f the Contract by the Government o f
(country) where the plant is  to be located, such 
approval, i f  required, to be obtained by the LICENSEE.

(b ) Approval o f the Government o f (country) where the 
LICENSOR resides and has his principal place o f 
business, i f  required, such approval to be obtained 
by the LICENSOR.

(c ) The remittance o f the advance payment by the LICENSE 
as provided under A rtic le  5 secured by the Bank 
Guarantee provided by the LICENSOR in accordance with 
A rtic le  10.1.

Duration o f the Agreement

9.2 The duration o f the Agreement shall be for a period o f (10) years 

from the Effective Date.

Rights on Expiring o f the Agreement

9.3 The rights and licenses granted by the LICENSOR to the LICENSEE 

under A rtic le  3.1 and 3.7 o f this Agreement shall survive 

expiration o f the term o f this Agreement.

Obligations on Expiring o f the Agreement

9.4 The LICENSOR and the LICENSEE shall have no further obligations  

on Expiring o f the Agreement, except as specified in A rtic le  4.4,
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Termination

9.5 I f  the Agreement has not come into e ffect before , the Agreement

shall be terminated unless the LICENSOR and the LICENSEE agree to  

amend the Agreement to take account o f the delay. The Agreement 

may also be terminated in the following circumstances :

9.5.1 The LICENSOR may terminate th is Agreement and the righ t  

and licence granted to LICENSEE by written notice to  

the LICMSEE i f  any payment required to be made by 

LICENSEE to LICENSOR is  more than . . . . . .  months overdue,

provided that the written notice has been given by 

LICENSOR to the LICE2ÏSEE and one month has elapsed  

since such notice was served.

9-5.2 The LICENSEE may terminate th is Agreement by written  

notice to the LICENSOR, i f  the LICENSOR has fa i le d  to  

complete it s  obligations in the time specified  in  the 

Agreement and provided that such default has continued 

unremedied fo r  more than . . . . . .  months and that one

month has elapsed since written notice was served by 

the LICENSEE.

9.5.3 LICENSOR may terminate th is Agreement by written notice 

to the LICENSEE i f  LICENSEE ha3 de fin ite ly  discontinued 

business and the Plant has been closed down fo r  any 

reason whatsoever and production has not been resumed a fte r  

. . . . . .  months from the closure o f the P lant.
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ARTICLE 10 

GENERAL CONDITIONS

Bank Guarantees

10.1 The LICENSOR shall provide the LICENSEE Bank Guarantees in 

favour o f the LICENSEE in the form provided in Annexure 12, 

guaranteed by (Name o f Bank) and confirmed in (LICENSEE'S 

country).

10.1.1 The LICENSOR shall deliver on receipt o f the 

advance payments a Bank Guarantee to secure 

the advance payments made under this Agreement.

The amount o f the Bank Guarantees shall he 

completely released upon delivery o f the Process 

Engineering Design Package.

10.1.2 The LICENSOR shall deliver on receipt o f payments 

for the Process Engineering Design Package 

(A rtic le  3 .1 .2 (b )) a Bank Guarantee for an amount 

equal to his l ia b i l i t y  under the Agreement as 

limited in A rtic le  3.3 less the amount due to the 

LICENSOR under A rtic le  8 .1 .2 (c )) ;  this Bank Guarantee 

shall remain in force until the Performance Guarantees 

of the Plant are successfully demonstrated.

Insurance

10.2 The LICENSOR and LICENSEE shall e ffect insurance in respect o f  

the ir own property and personnel, respectively; such insurance 

cover shall in particu lar cover M y claim that may be made by or 

on behalf o f their employees a lleg ing  injury or death a r is in g  as 

a resu lt o f or in connection vith  the performance o f th is  

Agreement and shall hold each other harmless from any or a l l  

such claims. The LICENSOR shall also e ffect insurance in  respect 

o f design defectsi
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10.2.1 The LICENSOR shall be responsible fo r taking out the 

follow ing Insurance po lic ies:

-  Insurance l i a b i l i t y  for the s ta f f  o f  the 
LICENSOR deputed to site o f the Plant, 
i f  required.

-  Insurance l i a b i l i t y  for automobiles or other 
transport o f the LICENSOR at s ite  o f  the 
Plant.

10.2.2 The LICENSOR shall ensure that it s  services provided 

under th is Agreement are covered by it s  corporate 

"Professional Indemnity" insurance policy  as regards 

it s  l i a b i l i t y  fo r errors and ommissions, negligence, 

mistakes in design, e tc ., arising from the LICENSOR'S 

work.

10.2.3 The LICENSOR sh a ll, when required by the LICENSEE, 

submit to the LICENSEE adequate proof that the 

insurance(s) fo r which it  is  responsible are in  force .

Taxes and Levies

10.3 Except as otherwise specified in th is Contract, each and every 

price cited in or contemplated by th is Contract as described in  

Artic le  8 , includes and covers a l l  patent roya ltie s , and a l l  

taxes, rates , charges and assessments o f any kind whatsoever 

(whether Federal, State or Municipal, and whether or not in the 

nature o f excise taxes/duties, customs t a r i f f s ,  sales taxes, 

land taxes, license fees or otherwise) outside the LICENSEE'S 

country pertinent to the LICENSOR'S services provided with 

respect to the Plant pursuant to th is Contract, and/or to the 

performance o f  the work, and a l l  other costs and charges 

whatsoever relevant to equipment, material, services and/or 

to such performance o f the work by the LICENSOR.
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10.3.1 Subject to  national laws in the LICENSEE'S country, 

the amounts to be paid to the LICENSOR under the 

Contract sh a ll be net and free o f  any income taxes 

or other taxes, duties, or imposts or le v ie s  in  

(LICHBEE's country).

10.3.2 Notwithstanding the provisions o f  A rt ic le  10.1+.1, in 

the event o f  a  double taxation agreement between 

(LICENSOR'S country) and (LICENSEE'S country), any 

taxes or lev ie s  o f  any kind imposed by the National

or any Local Government o f  (country o f  LICENSEE) pursuant 

to the law with respect to payment o f  fees , charges or 

expenses under th is A rtic le  or the remittance thereof 

sh a ll be paid by LICENSEE by deduction from the amount 

or amounts to be paid to  LICENSOR. LICENSEE sha ll 

provide LICENSOR with o rig in a l receipts o f  the 

Government authorities in  evidence o f  payment o f  such 

taxes or le v ie s .

10.3.3 In the event that the tax benefits obtained by the 

LICENSOR as a resu lt o f  the tax deduction by LICENSEE 

under lO .k.2 above, are le ss  than the amount deducted, 

the LICENSEE w i l l  reimburse the d ifference to the

LI CENSOR.

Settlement o f  Disputes

10. 1» In the event that in  the interpretation th is Agreement is  disputed, 

both parties  sha ll endeavour to resolve the dispute by mutual 

discussions. Should the dispute remain unresolved, both parties



-  53 -

may each nominate a person to negotiate and reconcile the dispute. 

In the event that these two persons cannot agree, they sh a ll 

nominate a th ird  neutral person to reconcile the dispute. I f  

the e ffo rts  o f  the neutral person f a i l ,  both parties to the 

Contract sha ll have the right to proceed to Arbitration  as 

provided fo r in A rtic le  10.5.

10.^.1 Pending resolution o f  a dispute, the LICENSOR sha ll

carry out it s  obligations under the Agreement without 

prejudice to any claim by the LICENSOR fo r  additional 

compensation and/or time to complete the work, the 

LICENSEE sha ll carry out i t s  obligations under the 

Agreement, and payment(s) to the LICENSOR sh a ll continue 

to be made in accordance with the Agreement.

Arbitration

10.5 A ll disputes. between the parties arising out o f  the provisions o f

this Agreement i f  not resolved amicably by negotiation according to  

A rtic le  9.5 shall be settled  by arbitration in accordance with the 

Law o f Arbitration o f (country)/the Arbitration Rules o f  the 

United Nations Conmission on International Irade Lav/the Rules o f  

Conciliation and Arbitration o f the International Chamber o f  

Commerce.

I f  either party hereto defaults under any provision o f  

th is Agreement and such default continues unremedied fo r  

. . . . . .  days a fte r  written notice has been given by one

party to the defaulting party and settlement has not been 

arrived at by A rtic le  10.5 then the former party sh a ll 

have the right to have the matter resolved and settled  

by arbitration .

10.5.1
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10.5.2 The award o f the A rbitrator or A rbitrators, as the case 

may be, shall be fin a l and binding on the parties hereto. 

Judgement upon the award may be entered by the court o f 

(country)/by any court o f competent ju risd iction .

10.5.3 Failure to demand arbitration  within the said ninety (90) 

days period shall resu lt in the fin a l decision being fin a l 

and binding upon the party.

10.5,1* The LICENSOR shall continue to undertake its  obligations 

under the Agreement during any arbitration  proceeding 

unless otherwise agreed by the LICENSEE in writing.

10.5.5 The LICENSOR and LICENSEE agree that in the event o f 

arbitration proceedings, the A rb it r a to rs ) shall have 

unrestricted access to the Plant fo r the purpose o f the 

said Arbitration.

10.5.6 Arbitration shall be in (town) and a l l  proceedings w i l l  be 

accordance with A rtic le  11.3.

Force Majeure

10.6 Force Majeure shall be deemed to be any cause beyond the reasonable 

control o f the LICENSOR or the LICENSEE vhich prevents, impedes or 

delays the due performance o f the Agreement. Force Majeure may 

include but shall not be limited to any one or other o f the 

following:

-  any war or h o s t ilit ie s ;

-  any r io t  or c iv i l  commotion;

-  any earthquake, flood, tempest, lightning, unusual weather 
or other natural physical disaster;

-  any accident, f ir e  or explosion;

-  any strike, lock-out or concerted acts o f workmen;

-  any major change in the laws and regulations o f the Goverr>m«»nt o f the 
countries concerned. •

* State in the Agreement the countries concerned
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10. £.1 The affected party shall give a written Notice o f

Porce Majeure to the other party w ith in ..........days

o f the happening o f such event, specifying the deta ils  

constituting Force Majeure with necessary evidence 

that a contractual obligation  is  thereby prevented or 

delayed; the affected party shall then be excused from 

the perfomance or punctual performance o f such 

obligation as from the date o f such notice for so long 

as may be ju s t ifie d  by the event.

10.6.2 The affected party shall be d iligent in endeavouring 

to prevent or remove the cause o f Force Majeure. Upon 

receipt o f the notice o f Force Majeure, the other party 

shall confer promptly with the affected party and agree 

upon a course o f action to remove or a llev ia te  such 

cause (s ), or shall seek alternative methods o f achieving 

the performance objectives under the Contract.

10.6.3 I f  performance o f the Agreement is  affected by conditions 

o f Force Majeure for a continuous period o f six (6 ) months, 

the parties shall amend the terms o f the Agreement 

accordingly.

10.6.U I f  the LICENSEE and the LICENSOR are unable to reach 

agreement or amendments to the terms o f the Agreement 

needed by virtue o f the prevailing Force Majeure, within 

(30) days the dispute w ill  become subject to Arbitration.
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ARTICLE 11

MISCELLANEOUS PROVISIONS

Assignment

11.1 This Contract shall inure "to the benefit o f and be binding upon 

the parties hereto and the ir and each o f their executors, 

administrators, curators, successors and assigns, subject to the 

provision that this Contract may not be assigned by the one party 

without the written consent o f the other party.

General Provisions

11.2 The express convenants and agreements herein contained and made 

by the LICENSEE and the LICENSOR are and shall be the only 

convenants and agreements upon which any rights against the 

LICENSEE or the LICENSOR are to be founded.

11.2.1 This Contract supersedes a l l  communications, negotiations, 

and agreements, either written or o ra l, re lating to the 

work and made prior to the date o f this Contract.

11.2.2 The provision o f the A rtic les o f this Agreement and the 

contents o f the Annexures shall be complementary to each 

other, but in the event o f any con flict, the provisions 

o f the A rticles shall prevail.

11.2.3 A rtic le  headings appearing herein are included for 

convenience only and shall not be deemed to be part o f 

this Agreement.

11.2.U The governing language o f the Agreement shall be ( )

and the definitions in such language shall be fin a l in 

the use and interpretation o f the terms o f the Agreement.

Governing Law

11.3 The laws applicable to the Agreement shall be the laws o f

1/ In some countries, the Governing Law must be the laws o f the 
country where the plant is located; where the choice is open, the other 
po ss ib ilit ie s  are the laws of the LICENSOR'S country, the laws o f a neutral 
country, etc.
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Language

11.U A ll correspondence, information, lite ratu re , date, manuals, etc.

required under the Agreement shall be supplied in the ( )

language.

l l . U . l  A ll personnel sent by the LICENSOR to the S ite , and

a l l  personnel sent by the LICENSEE for training shall 

be conversant in the ( ) language.

Standards and Codes

11.5 The standards and codes o f (country) shall be used in the design 

and specifications o f the Plant, unless otherwise agreed at the 

First Detailed Engineering Meeting. The LICENSEE w ill inform the 

LICENSOR o f any statutory standards and codes applicable to the 

plant at this meeting.

Local Laws and Regulations

11.6 The LICENSOR, his s ta f f ,  and representative shall observe a l l  

codes, laws and regulations in force in the country o f the 

LICENSEE and in the region where the Plant is  located, made 

known to LICENSOR by LICENSEE.

11.6.1 In the event that any code, law or regulations are 

enacted a fte r the Effective Date and transmitted by 

LICENSEE are proven (to  the satisfaction  o f the 

LICENSOR) to have adverse effect on the LICENSOR'S 

obligations, scope o f  work, prices and/or time 

schedule under this Contract, the LICENSOR shall 

either:

(a ) assist LICENSEE to obtain appropriate exemption(s) 
from the relevant authorities on the LICENSEE'S 
behalf, or

(b ) negotiate with the LICENSEE for commensurate 
changed) in the scope o f the wtrk to be performed 
under the Contract, together with such changes
in price as properly re flec t the actual increased 
costs that are anticipated. The increased amount 
shall be subject to fu ll  audit by the LICENSEE.
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SntiçÇR

11.7 Any notice or other c fn u iica tio n  to be made by the LICENSOR 

to the LICENSEE shall be effective when mailed by registered  

post vith acknowledgement due. Any notice or other communication 

to be made by the LICENSEE to the LICENSOR shall be effective  

when mailed by registered post vith acknowledgement.

11.7.1 When any such notice is  sent by registered mail, it  

sha ll be deemed to have been duly served following  

the expiration o f seven (7 ) days following the date 

o f  posting; in proving that notice was served i t  

sha ll be su ffic ient to show that the le tte r  containing 

the notice was properly addressed and conveyed to the 

postal authorities fo r transmission by registered  

airm ail.

11.7.2 Either party may, by notice to the other party in 

w riting, change its  postal address, cable address or 

te lex  address for receiving and/or forwarding such 

notices.

Approvals

11.8 "Approval" shall be deemed to mean approval in writing. Decisions 

requiring approval shall also be deemed to encompass modifications 

or rejections, a l l  o f  which shall be in writing.

11.8.1 Any and a l l  approval(s) which amend, modify or vary 

the Contract and/or involve an increase in payment(s) 

sha ll be forwarded in lik e  manner as the procedure 

specified fo r the notices under A rtic le  11.7.

National Security

11.9 I f  any document or information given or disclosed to the LICENSOR

is  deemed by the LICENSEE to a ffect national security, the LICENSOR 

v i l l  take a l l  reasonable measures directed by the LICENSEE to 

ensure the maintenance o f the security.
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HiTITXBG BIDS TOR A LICHBUG AGREWEBT

BCAMPI3 OF LETTER FROM THE LICENSEE TO PROSPECTIVE LICBISORS

Gentlaen:

We wish to in s ta ll a petrochoica l plant with a capacity o f  

( ) netric tons per year o f ( product ) to be located at

( ) .

Since your company is  noted as a spec ia list in  th is  process 

technology, ve are requesting you to present us a formal proposal 

for our specific project. Ve are also sending sim ilar le tte rs  to 

some other companies vhich have the right to license knov-hov fo r . 

this process.

We are enclosing hereto ( i )  a l i s t  o f the information ve require  

to ensure uniformity in content o f the d ifferen t bids and sim plicity  

in their evaluation and ( i i )  an outline o f the Scope o f  the Process 

Engineering Design Package vhich the Licensor w i l l  be expected to  

supply.

Ve vish to complete evaluation o f bids «nH contracting o f  

technology by ( date ) . Therefore, you must present your pro

posal on or before ( date 2 months ea r lie r  ) .

Ve vould also lik e  to obtain from your company, the name o f  

engineering companies with experience and knovledge o f  your process 

vho vould be suitable to undertake the detailed engineering and 

construction o f the plant under our supervision.

Thank you fo r your kind attention to th is invitation ; 

confirmation by telex o f your intention to bid vould be appreciated.

Tours sincerely,

on behalf o f  
The Prospective Licensee



ANNEX A

INFORMATION CS T5E PROCESS TO BE FURNISHED BY THE LICENSOR

4

Description o f  the Process, Advantages over other competing 

process. Technical and economic characteristics .

E x isting  plants constructed using the Process.

F a l l  d e ta il o f  the experience o f  the Licensor in the use o f the 

Process, including a  l i s t  o f plants with capacity and location  

and fo r  each plant:

Cost o f the p lan t.

3.1 Estimated to ta l cost.

(The bas is  fo r  the estimate should be e ither (a ) the current 

cost fo r  a  battery lv i i t  plant b u ilt  in the Licensee’ s 

country; or (b )  the current cost fo r  such a plant b u ilt  in  

the United States Gu lf Coast plus an indicative location  

facto r fo r  erection in  the Licensee’ s country.)

3.2 The estimated to ta l cost must be sp lit  under:

Cost o f the License.

4.1 The licence w i l l  include the right to use the patents 

technical information and know-how o f the Licensor 

the supply o f Process Engineering Design Package sufficent 

fo r  the Contractor to perform the deta iled  engineering and 

construct the p lant.

(a )  Somber o f years o f satisfacto ry  operation,

(b )  Contact in person to whom reference nay
be made.

Bigineering,
Equipment and m aterials,
Construction,
In it ia l  f i l l  o f catalyst and/or reagents.
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4.2 The licence fee should be presented in two a lternative  

forme:

(a )  As a  lump-sum, which would be paid in  

three instalments:

25% on signature o f  the Agreement;

5031 on receipt o f  Process Engineering 
Design Package;

25% on satis facto ry  demonstration o f  
the P lan t 's  Performance Guarantees.

(b )  On the running roya ltie s  bas is , which may 
include an in i t ia l  lump sun payment payable 
in instalments plus royalties  based an the 
volume o f sa le s . (The basis fo r  ca lcu latin g  
royalties and any maximum lim it fo r  a l l  
accumulated royalty  payments should be sta ted .)

4.3 The Licence fee should be inclusive o f loca l taxes (in  

Licensee's country), i f  and where app licable.

4.4 The licence must confirm that the Licensee w i l l  he free  of 

charges o f infringement o f patents or technological righ ts  

o f any third party. Any payments or additional roya ltie s  

to be paid to a th ird party fo r  the use o f the ir technology 

must be c lea r ly  states.

4 o  Limitations to exports. Vone.

Engineering Services.

The Licensor is  expected to provide the fo llow ing engineering 

services:

5.1 Process Engineering Design Package as per ihclosure A,

5*2 Checking detailed engineering drawings,

5.3 Checking the part on Mechanical Completion,

5*4 Commissioning the plant.

Raw m aterials, u t i l i t ie s  and ca ta ly sts .

The Licensor should indicate typ ica l as w ell as guaranteed 

figures that w i l l  be included in the Agreement.
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6.1 Specification  and unitary consumptions o f feedstock, other 

raw m aterials, ca ta ly st, inert gas, etc .

6.2 Conditions and unitary requirements o f u t i l i t i e s  (water 

power, steam, a i r ,  e tc .)

6.3 Unitary cost o f catalyst and miscellaneous chemicals per 

ton o f product.

Personnel.

The number o f personnel required fo r  the operation o f  the plant 

should be deta iled .

S ite .

The area required fo r  the construction o f plant in battery  

lim its .

Time o f Construction.

Estimate the time required from in it ia t io n  o f the Detailed  

Engineering to Mechanical Completion o f the Plant and compare 

with time actually  taken in  respect o f  ex istin g  plants lis te d  

under 2 above.

The Contractor.

Recoemended Engineering O rganizatian(s) fo r  Detailed Bigineering  

and Construction o f the P lant, preferab ly  in  the country o f  the 

Licensee.

Process Engineering Design Package.

Estimated time required to prepare the Process Engineering Design 

Package (B lack- that w i l l  allow  a  reputable Engineering firm  

to proceed with the Detailed Engineering and to construct the 

P lan t. The scope o f th is package is  given in Enclosure B.
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ANNEX A

SCOPE OF THE PROCESS ENGINEERING DESIGN PACKAGE

The LICHJSEE w i l l  submit the description o f the Process 

Engineering Design Package provided in Annexure 8 o f the Model 

Form o f Licensing Agreement pages 75 to 85 o f the present document.
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LIST OF PATENTS GRANTED APPLICABLE TO THE PROCESS 
ON DATE OF STONATURE OF THE AGREEMENT

Reference A r t ic le  1.10 and 3.1

Patent No.
Registration

date Expiry date Description

(Country)



ANNEXUR2 2

DESCRIPTION OF LICENSOR'S PROCESS (An illu s tra t iv e  outline with reference
to Polypropylene and VCM)

Reference A r t ic le  2.6

A. Process fo r  manufacture o f Polya ro iy ler.e :

The LICENSOR'S PROCESS referred  to in A r t ic le  1.5 and 2.6 is  the process

fo r  manufacture o f Polypropylene whereby propylene is  polymerised in

the presence o f a cacalyst formed by a mixture o f a solution o f an

aluminium organometallic compound and titanium tr ich lo r id e  at . ....QC
? (temp, range)

and..................... kg/cm to produce p e lle t iz ed  propylene homopolymers.
(pressure range)

The process includes:

-  preparation o f the ca ta lyst mixture

-  polymerisation ill l iq u id ........................
' (s d v e n t )

-  separation o f unreacted propylene

-  deccm; o s it icn  o f the ca ta lyst by............... . . . . .a lc o h o l

-  centrifugation  from solvent, stripping, aqueous cen trifugation .

-  drying

-  extrusion and p e lle t is a tio n  o f the polymer, natural as w ell as 
coloured

-  solvent recovery

The preparation o f the components o f the ca ta lysts  are not included.

B. Process fc r  the manufacture c f EDC and VCM:

B.1 The LICENSOR'S FR0CES3 referred  tc in A rt, 1.10 is  the

process fo r  manufacture c f EDC and VCM whereby ethylene is  

converted tc EDC partly  by d irect ch lcrinaticn  and partly  by 

oxychlcrination and EDC is  converted by pyrolysis o f VCM.

The process shall include: -

( i )  The manufacture c f EDC by liqu id  phase addition chlorina

tion  o f ethylene by low temperature cr high temperature.

( i i )  The manufacture o f EDC by a ir  based oxychlcrination c f 

ethylene.

-  2 -
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( i i i )  The purification  o f recycle EDC and the crude EDC produced by 

the reactions under ( i )  and ( i i )  above.

( iv )  The thermal cracking- c f pure EDC to produce VCK and HCL.

(v )  Ihe purification  of the VCM.

(v i )  Primary treatment o f the liqu id  e ffluen ts.

( v i i )  Recommendations on the disposal system fo r  vc-nt gases.

( v i i i )  Waste incineration and effluent treatment.

Note: For some processes, it  may be useful to include a flow-sheet

describing the Process in .th is  Annex.
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ANNEXURE 3

DESCRIPTION OF LICENSED PLANT (I llu s t ra t iv e  v ith  reference to Polypropylene) 

Reference Art. 2.1

The LICENSED PLANT referred to in Article l.U  means a commercial plant

designed vith  a capacity to produce ................. metric tonnes per day of

propylene homopolymers corresponding to ................. metric tonnes per year

b a s e d ................. operating hours. The Plant w i l l  produce .................% o f

the polymer in the form o f powder a n d .................% in the form of pe lle ts .

The Plant w ill  consist of the following units:

( i )  Polymer powder production unit: The unit has separate sections fo r

a. preparation o f catalyst mixture

b. polymerization o f propylene and separation o f 
unreacted propylene

c. centrifugation and finishing

d. drying o f polymer powder.

( i i )  Polymer extrusion and p e lle t iza tion .

( i i i )  Solvent recovery.

( i v )  Waste incineration.

(v ) Effluent treatment.

The Battery Limits o f the Plant w ill  be as follows (only for the purpose 

of this Agreemént):

( i )  The physical boundaries on the site  layout (Annexure 5) marked as 

Battery Limits,

( i i )  Every and a l l  process step between the in let points of the raw 

m aterials, services and chemicals and the outlet po in t(s ) o f Product, defined 

in Annexure 5 necessary to implement the Process and f u l f i l  the guarantees. 

Exclusions ( i f  any) should be clearly  defined.
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ANNEXURE U

SPECIFICATION OF ffujjUut ( i l lu s t ra t iv e  with reference to
Polypropylene and VCM/EDC)

Reference A rt. 2.1

Hie specifications of the PRODUCT, the characteristics of by

products and the expected recoveries are given beluw:

Polypropylene

1. Hie specifications of polypropylene common to a l l  the grades 

w i l l  be:

1.1. polypropylene homopolymer by vt.min.

1.2. density ........kg/cm3

1.3* ash content in the powder ........ppm vt.max.

1.4. water content in the powder . . . .  .ppm wt.max.

1.5* chlorine content in the powder ........ ppm-vt.max.

1.6. isotactie ity  index o f the powder . . . . .%
1.7. spec ific  heat . . . . .K  cal/i^C

1.8. thermal conductivity .........K ca l^ on

1.9* linear expansion co -e ffic ien t  ........°C

1.10 d ie lec tric  constant . . . . .

1.11 d issipation  factor ........

1.12 d ie lectric  r ig id ity  ........

1.13 volume re s is t iv ity  ........

2. Hie specifications particu lar to each type and grade w i l l  be 

as fo llow s :-

2 .1 . TYPE

SPECIFICATION

(a)

00
(e)

etc.

3- By -products and recoveries 

3*1 Atatic Polypropylene
water

solvent

.96 by wt. 

•% wt.max.
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- state

- propylene

- solvent

— impurities (ethane + propane + hydrogen
+ water + nitrogen

- temperature ........ °C

- pressure

EDC & VCM

Vinyl Chloride •

— vinyl chloride 99.9 ........% wt. min.

- Acidity (as  HCL)

- Acetylene

- Acetatdehyde

- water

- sulphur

- Iron

Heavy ends (contains chloroprene, ethyl 
+ chloride, vinylidene ch loride, c is  & 
trans dichloroethylene, 1.1 and 1.2 
dichloroethane trichloroethylene, ’ re -  
chloroethyler.e, mono & dich loro propane 
and vinyl bromide.

- Methyl chloride ........ppm wt. max.

- 1, 3 Butadiene ........ppm wt. max.

- Non-volatiles ........k-pm wt. max.

- Color . . . .  colourless

- Appearance . . . . . c l e a r  and free . 
suspended matte:

Bie spec ifica tion s  o f the commercial grade ethylene d ich loride w i l l  be:

-  Ethylene d ich loride ........% wt. min.

-  T ric liloro ethylene  ppm wt. max.

-  1,1,2 tr ich lc ro  ethane- ........ j pm wt. nvax.

“  Chloroform and carbon tetrach loride . . . . .pim y t .  tax .
-  Hydroohl or 1 e. o<:id .....ppm  wt. max.

-  Moisture .....|pm  wt.. n,ny.
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ANNEXURE 5

1
PRELIMINARY OUTLINE OF THE SITE AND LAYOUT OF THE PLANT 

DEFINITION OF THE BATTERY LIMITS

1.1 Plant location

The Plant is  to be located at (or near) (name o f tovn) in (country)♦

The site  fo r the Plant has been selected and a s ite  nap indicating the

dimensions o f the s ite  is  attached as Drawing No. ____. The LICENSOR w ill

locate the Plant in the s ite  area (which he acknowledges is  su ffic ien t ) bearing 

in aind the wind direction and the LICENSEE'S suggestions fo r  incoming and 

outgoing roads.

1.2 Layout o f  the Plant

The preliminary layout o f the Plant shall be designed by LICENSOR within 

Battery Limits defined below and taking into account the s ite  condition 

( l . l .  above) as w ell as the Basic Data.

1.3 Definition o f the Battery Limits

The Battery Limits o f the area o f plant design should be clearly  stated 

and indicated on the preliminary plot plan with approximate data on elevation 

o f the connection points above and underground. A ll points o f connection 

(inputs and outputs) sha ll be c learly  defined. An example is  given below:

Inputs -  Natural gas sha ll be supplied by the Gas Distribution  
Company at a single point on the boundary o f the plant 
(unit in let or battery lim it ).

-  Water shall be pumped to the plant site  and w i l l  be 
availab le (provide separate data on cooling water and/ 
or well water etc. as make-up water and u t il it y  water) 
at a single point in the plant. A plant storage at
ground leve l o f ______________________ m3 w ill  be provided,
and water w i l l  flow to this storage. A ll treatment 
and pumping fa c i l i t ie s  fo r the vater are part o f the 
design.

-  Steam and power requirements w i l l  be generated in the 
plant. External steam and power supplies w i l l  be 
connected to the respective points as indicated on the 
plot plant (separately fo r d ifferent parameters).
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-  E lectric pover o f ........V H2 ........ MW capacity
at ........ point (indicated on the p lot p lan ).

-  Haphtha input at ........ point coming from storage
area (excluded).

-  A ll  chemicals, catalysts v i l l  be supplied at 
storage/varehouses at ground leve l. (Indicate  
location at the construction s ite  or vithin the 
p lo t ).

Outputs -  F i ll in g  and loading fa c i l it ie s  are included in
Battery Limits. Outputs are: railway wagons and
road trucks.

-  Effluents w i l l  be disposed o f f  to __________________ .

Within the above battery lim its , the entire P lant, including the u t il it ie s  

and o ff-s ite s  contained in Annexure 1 and 2 shall be designed by the LICENSOR. 

It  is  generally understood that i f  not spec ifica lly  mentioned the connecting 

points o f in let and outlet pipes w ill  be one meter outside the battery lim it or 

250 mm above ground/floor le v e l, flanged or unflanged with the cu t-o ff valves 

included in the scope o f design.
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ANNEXURE 6

SCOPE AND CONTENT OF ENGINEERING SERVICES 
AND CO-ORDINATION OF WORK

1. LICENSOR shall execute the Basic Engineering Design Package with the 

content and the delivery date defined in Annexures 8 and 7* The co-operation of 

both parties shall be assured by the Process Engineering Design Meetings held 

according to A rtic le  5.1 and mutual delivery o f technical documentation as follows:

1.1 Within ........ days from the Effective Date LICENSEE shall deliver the

Basic Design Data fo r the Plant containing:

(a ) Information on site  including geographical d e ta ils , connection

of the s ite  by r a i l  and road to nearby major town and ports, shipping and transport 

p o ss ib ilit ie s  and lim itations;

(b ) Meteorological information;

(c ) Soil conditions including so il oearing data and geological aspects e.g. 

susceptib ility  to earthquake e tc .,

(d ) Information on u t i l it ie s .  This w ill  cover

( i )  the source o f steam, supply, pressure level, 
superheat, temperature, condensate system 
characteristics,

( i i )  av a ila b ility  and re lia b il ity  of power, 
levels  o f voltage, e tc .,

( i i i )  system o f cooling proposed, air/water, re -  
circulating/once through (and other cooling 
water properties) ,

( iv )  fuel o i l ,  gas or other fuel characteristics,

(v ) systems for instrument a ir , process a ir ,
inert gas, refrigeration , process water, etc.

(e ) Design codes and standards to be adopted and special considerations from 

the viewpoint o f fabrication of equipment in particu lar country or countries:

( f )  Local codes, laws or regulations on toxic or explosive hydrocarbons 

affecting layout provision of safety systems etc.
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(g ) Design information, f le x ib i l it y  requirements and design margins for 

equipment:

( i )  preference for types and design c r ite r ia  o f 
rotary equipment namely pumps and compressors 
from the point o f view o f standardization and 
spares policy ,

( i i )  heat exchanger design considerations e .g . on 
type o f pitch, tube length, e tc .,

( i i i )  considerations on internals o f columns and 
vessels e .g . type o f trays,

( iv )  fired  heaters, e .g . from the point o f view o f 
energy conservation,

(v ) instrument type and sizes to be used,

(v i )  piping design requirements and the philosophy 
to be followed,

(h) Safety system, pressure r e l ie f  system and the fla re  system to ensure 

compatibility with the requirements o f the LICENSEE;

( i )  Coding system for the equipment;

( j )  Capacity o f the unit fo r purposes o f the design, process design margins, etc.

(k ) Source o f the raw materials and auxiliary  chemicals, condition o f delivery  

at the battery lim its , specifications, leve l o f im purities, e tc .;

( l )  Philosophy o f storage required for the plant. Special requirements for 

intermediate storage;

(m) Ecological considerations namely, le ga l prescriptions for so lid , liqu id  

and gaseous waste streams from the plant and their possible methods o f disposal;

(n ) Local codes, laws, prescriptions and rules to be taken into account in 

the Process Engineering Package.

1.2 Within ........ days from the Effective Date the f i r s t  Basic Design Conference

shall be held (A rtic le  5.1) to discuss the Basic Data and agree on them as basis 

for the LICENSOR'S design work.
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1 3  Within ........ days from the E ffec tive  Date LICENSOR shall d e live r  to LICENSEE

the f i r s t  part o f the Process Engineering Design Package containing points 3.1,

2.25, 3.26 defined in Annexure 8.

1 . U Within .....  days from the E ffec tive  Date the Second Process Engineering

Design Meeting w ill  be held to discuss and agree on documents delivered uner

1.3 above. This agreement shall form the basis o f LICENSOR'S consequent design 

work.

(Paras. 1.3 and l.U  are optional and not alvays required.)

1.5 Within ........ days from the E ffective Date LICENSOR shall de liver the complete

Basic Engineering Design Package.

1.6 Within ........ days from the E ffective Date the Third Process Engineering Design

Conference v i l i  take place. LICENSEE and i f  possible Contractor w i l l  make his 

observation and remarks on the documentation delivered and i f  appropriate, require the 

necessary alterations, modifications and/or additions. LICENSOR having completed 

this work, the Process Engineering Packege w i l l  be accepted by LICENSEE.

2. I f  the Contractor has already been appointed in due time before the Third 

Process Engineering Design Conference (1.6 above), this meeting shall be also

the First Detailed Engineering Meeting. I f  this is  not the case, within ........ days

from the appointment o f the Contractor but not la te r than ........ days after the

acceptance by LICENSEE o f the Basic Engineering Package, the F irst Detailed 

Engineering Meeting shall be convened by LICENSEE according to A rtic le  5.2 o f 

the Agreement covering the following:

(a ) Review the Basic Engineering Design Package and agree on a l l  starting  

date, conditions and provisions which shall form the basis of Contractor's work;

(b ) Agree on the scope and time schedule o f  the co-operation between 

Contractor and LICENSEE during the design work and the scope,content and extent o f  

t.TCENSOR's narticination . LICENSOR'S reso on s ib ilit ie s  as defined in A rtic le  3.U.2 

shall extend but not lim ited to

-  review and approve the following design documents:
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I .  Pro ject Engineering Documents:

_ Final Pro ject Engineering Diagrams.

-  Layout arrangement plant and elevation .

-  Engineering Flow Diagram.

-  Equipment general specifica tions and engineering 
equipment l i s t .

-  Line Designation Tables.

-  Requisitions fo r  a l l  items o f  equipments.

-  Bid comparisons.

-  Spare parts l i s t .

I I .  Design Engineering and Drafting Documents:

- Specifications fo r  pressure vessels.

-  Specifications for storage tanks.

- Specifications for sh e ll and tube exchangers.

- Specifications fo r  underground drainage, severs.

- Specifications fo r  f i r e  proofing.

- Specifications fo r  design o f  buildings.

-  Piping design guide.

- Specifications for instruments, th e ir  in s ta lla tion , 
instrument process p ip ing, instrument a ir  piping.

-  Specifications for e le c t r ic a l design, in sta lla tion .

- Mechanical design o f  reactors, vessels.

- Arrangement dravings o f  internals fo r  she ll and 
tube exchangers.

- Piping arrangement dravings o f  spec ified  areas.

- Dravings and/or v ir in g  diagrams o f  c r i t ic a l  
shut dovn system.

- Piping around c r it ic a l  items e .g . reactor.

I I I .  Model Reviev ( i f  appropriate)

IV. Fabrication dravings o f sp ec ified / cr it ic a l equipment 
prepared by the fabricators.
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This l i s t  shall be considered as informative only and shall be fin a lized  

at th is  F irst Detailed Design Conference.

(c )  Provisional scope, schedule and content o f  LICENSOR'S partic ipa tion  in 

the procurement (A r tic le  3.^.3 ) o f  equipment, erection o f  the plant (A r t ic le  3.!*.5). 

The actual dates and durations are subject to  review according to  the progress 

o f the work.
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ANNEXURE 7

TIME SCHEDULE OF THE ENGINEERING SERVICES 

1. Delivery o f  Documents

Documentation Made by

Basic Data Licensee

Basic Engineering Design
Package ( I .  Part) Licensor

Basic Engineering Design Licensor
Package ( Comp.)

Delivery date ( days) from 
Effective Date

2.1 Process Engineering Design Meeting

Held at Date Duration
Participants

Licensee
(persons) 

Contractor

Licensor's O ffice . . . . (5 ) days X (2 )

I f (5 ) days X (2 )

I I (5 ) days X (2)

(illu s tra t iv e  example only)



-  15 -

No.

3. Detailed Engineering Design Meetings 

To be agreed upon at the F irs t Detailed Design Conference

Licensor's participants (q u a lifica tion  
Scope Place Duration and number)

Maximum to4: a l Man-Days expected fo r  
Licensor's personnel:
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k. Licensor's partic ipation  in procurement

No. Equipment item
Expected supervision

Manufacturer date Duration

Max1’ mum Man-Days :
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ANNEXURE 8

SCOPE AND CONTENT OF THE PROCESS ENGINEERING DESIGN PACKAGE

Scorie o f  work o f the LICENSOR

The LICENSOR shall supply the Process Engineering Design Package 

which shall provide su ffic ien t process and mechanical design data such 

that a qu a lified  engineering contractor can carry out the follow ing:

(a ) Execution o f deta iled  engineering design;

(b ) Procurement o f  a l l  equipment and materials required fo r  the 
construction o f the Plant;

(c )  Construction o f  the Plant;

(d ) Start-up and commissioning o f the Plant; and

(e ) Safety and maintenance instructions fo r  the P l;n t.

1.1 The LICENSOR shall provide a l l  data fo r  the Process Engineering

Design Package in the (English) language. A ll data w il l  be specified  in 

(metric technical, metric S .I .  or ) Units.

1.2 The LICENSOR shall approve as agreed with the LICENSEE:

(a ) The Contractor’ s deta iled  engineering design 
for the Plant;

(b ) Specifications for the procurement o f c r it ic a l  
items o f  equipment.

Contribution o f the LICENSEE

2.1 The LICENSEE shall supply the LICENSOR with the Basic Design 
Data according to  the description in Annexure 6.
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Content o f  the Process Engineering Design Package

3.1. Basis o f  design and process description

This section o f  the package w i l l  have information contained 

under the follow ing headings:

3.1.1. Basis o f  design fo r  a l l  cases.

3.1.2. Feed and product specifications and properties.

3.1.3. Battery lim it conditions.

3.I.U . Description o f  flow; th is includes normal operations, 
start-up, shutdown and a lternative  operations.

3.1.5. Design features o f  process.

3.1.6. Physical and chemical properties; fo r  streams whose proper
t ie s  have not been defined in 3.1.2. (Feed and product 
specifications and properties) and are considered essentia l 
within the process, e .g . reactor e fflu en t streams w i l l  have 
th e ir  physical and where relevant chemical properties lis te d . 
Hazardous materials used within the unit w i l l  have th e ir  
properties l is te d  within th is section.

3.1.7- Summary o f  estimated u t i l i t i e s ,  including e le c tr ic a l power, 
steam, condensate, b o ile r  feed water, fu e l, cooling water, 
process water, plant a ir ,  e tc . This w i l l  be a schedule o f  
estimated individual users, to ta ll in g  up to the maximum 
estimated u t i l i t y  quantities fo r  the unit. This over-a ll 
maximum w il l  be fo r  one consistent case fo r  each u t i l i t y .
Where the estimated maximum u t i l i t y  quantity fo r  a particu lar 
item o f equipment is  net part o f  th is consistent case, th is 
maximum w il l  be stated separately.

3.1.8. Estimated catalyst and chemical consumption. In it ia l  catalyst 
charge and subsequent catalyst and chemical consumption w il l  
be tabulated fo r  each unit.

3.1.9. L is t o f  e fflu en t streams. Liquid and gaseous e fflu en ts 
requiring further treatment before disposal w il l  be tabulated. 
This l is t in g  would be lim ited  to streams produced from the 
process only and would not include furnace e fflu en ts .

3.1.10. Process flowsheets.

These diagrams w i l l  contain the follow ing information:

. A ll process equipment shown diagrammatically marked 
with an equipment number;

. Operating temperature and pressure o f  equipment;

. Main process lin es  (shown marked with a stream number 
where applicable to the mass balance) including d irection  
o f  flow;

. Main process controls;

. A ll l in e s , essen tia l fo r understanding the mass balance 
around each piece o f equipment w i l l  be shown (and only 
those);
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. A ll  ligures w il l  ue given iii tue defined ’ùTixt5 ot 
measurement;

. Heat and M aterial Balance, and Pressure Balance.

For each stream number on the Process Flowsheet, the 
follow ing information shall be given where required 
fo r  complete understanding o f  the heat and material 
balance , and pressure conditions.

Total hourly flow  rate (mass/volume);

Hourly molar flow  rate fo r  each major components;

Molecular weight;

Pressure;

Temperature ;

Density.

3.1.11. Materials o f  construction flowsheet. There w i l l  be included 
a "Materials o f  Construction Flowsheet" to  provide the 
information as described in Exhibit

3.2. Process and engineering design specifications

The information contained within th is section w i l l  be presented 

under the follow ing headings, d eta ils  o f  which are further developed in 

th is section.

3.2.1. Equipment l i s t

This w i l l  include at lea s t the follow ing:

. Equipment id en tifica tion  le t t e r  and number;

. Equipment description.

3.2.2. Equipment data sheets and specifications.

3.2.2.1. Vessels

A standard process sketch w il l  be provided showing:

. Maximum operating temperatures and pressures;

. Mechanical design temperature and pressure;

. Materials o f  construction and corrosion allowance;

. Diameter and height or length;

. Number, type and spacing o f trays for towers;

. Number, s iz e , rating and location  o f nozzles (location  
o f  nozzles w il l  only apply to special height requirements 
o f  nozzles; orientation  is  not part o f th is scope 
unless for process design purposes);

. High and low liq u id  le v e ls ;

. Insulation requirements;

. Details o f special internals such as pans, d istribu tors, 
mist elim inators, supports, e tc .;

. Catalyst type, size o f  bed, bulk density and design.
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Where applicable, tray process information w i l l  be provided. 
See "Exhibit -  Trays Process Specification  Sheet".

Specific design and fabrication  requirements w i l l  be 
deta iled , e .g . regular temperature/pressure cycles w i l l  be 
specified .

3.2.2.2. Heat exchangers and a ir  coolers

Specification  sheets w i l l  be provided g iving a l l  process 
and mechanical design data which is  required. See 
"Exhibit -  Shell and Tube Exchanger Process Specification  
Sheet" and "Exhibit -  A ir  Cooled Exchanger Process 
Specification  Sheet" fo r  data requirements.

Further sp ec ific  design information which world be provided 
i f  necessary to establish the design includes, fo r  
example:

. Lim iting transfer rates where applicable;

. Lim iting v is co s it ies  and pour points;

. Vaporization and condensation curves;

. Restrictions on combining a ir  f in  services;

. A lternative specifications fo r  individual services;

. Specific  design and fabrication  requirements.

In general, a l l  necessary data to prepare ratings w il l  be 
presided, however complete ratings w i l l  not be provided.

Where k e ttle  type exchangers are to be used, the 
specification  shall include a sketch or sp ec ific  information 
g iving:

. Vapour space;

. Surge volume required;

. Nozzles;

. Instrumentation, etc.

Generally only the Materials o f  Construction w il l  be given 
in the "Construction" Section o f  the spec ifica tion  sheets.

3.2.2.3. Fired heaters

Specification  sheets w i l l  be provided giving a l l  process 
and mechanical design data which is required. See 
"Exhibit -  Fired Heater Process Specifica tion " fo r  data 
requirements.

Further spec ific  design information which w i l l  be provided 
includes, fo r example:

. Vaporization curves;

. Limi .ing flu id  peak temperatures;

. Limiting transfer rates or v e lo c it ie s ;

. Type o f  heaters and c o il arrangement;

. Control specifica tions;

. F iring equipment;

. Whether steam - a ir  decoking i »  required;



-  21 -

. Specific design and fabrication requirements;

. Whether co il temperature and pressure p ro file  required 
from vendor;

. Type o f terminal fit t in gs ;

. Fuel type and conditions.

3.2 .2 . U. Pumps

Specification sheets w ill  be provided giving a l l  process and 
mechanical design data ■which is  required. See "Exhibit -  
Pump .rocess Specification Sheet" fo r data requirements.
Data w ill  be included fo r alternative duties.

Further specific  design informatici which may be provided 
includes, for example :

. Corrosion allowance;

. Alternative specifications i f  necessary fo r individual 
services ;

. Sealing requirements;

. Flushing requirements;

. Specific design and fabrication requirements.

3.2.2.5. Compressors

Specification sheets w i l l  be provided giving a l l  process 
and mechanical design data which is  required. See 
"Exhibit -  Compressor Process Specification Sheet" for 
data requirements. (A ll  design cases w i l l  be included.)

Further specific design information which w i l l  be provided 
includes, fo r example:

. Materials o f  construction;

. Corrosion allowance;

. Special mechanical features required;

. Control requirements;

. Specific design and fabrication requirements.

3.2.2.6. Miscellaneous equipment

This includes a l l  mechanical handling equipment, package 
units such as inert gas generators, d riers , spec ia lities  
such as scrubbers, cycle timers and vacuum equipment and 
miscellaneous items such as f i l t e r s ,  strainers and process 
steam traps. Complete duty specification sheets w i l l  be 
provided which would include a l l  process and mechanical 
design data as required for the equipment. Such 
specifications may include design and fabrication requirements.

3 .2 .2 . T. B e lie f valve.;

Specification sheets w i l l  be provided giving a l l  process 
design data which is  required. See "Exhibit »  R e lie f Valves 
Process Specification Sheet" fo r data requirements.

Certain emergency risks as identified  in Exhibit may require 
review by detailed e.^gineering contractor a fte r equipment 
•election. The r e l ie f  header w ill  normally he designed by 
the engineering contractor.
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3-2.2.8. Instruments

Specification sheets v i l l  he provided giving a l l  process 
design data which is  required. See "Exhibit -  Instrument 
Process Specification Sheet" for data requirements. Data 
fo r any special instruments required fo r start-up, shutdown 
and safety, w i l l  be included.

Further specific  design information which w ill  be provided 
includes, for example :

. Material o f construction;

. Vaporization across valves, sealing, purging or 
flushing requirements, including any special process 
design considerations, i .e .  pour point;

. Alternative operating conditions (sp ec ific a lly  for  
minimum and maximum flow, to ensure proper control and 
readability  o f a l l  instruments);

. Specific mechanical design and fabrication requirements 
v i l l  be detailed.

This information w ill be supplied for a l l  major instruments. 
Detailed data on minor instruments, e .g . pressure gauges, 
leve l gauges, e tc ., w i l l  not be included.

3.2.3. R e lie f  valve loading l is t in g

A summary w ill  be provided o f the loads from each, r e l ie f  
valve for each emergency condition under which the r e l ie f  
valve opens, e .g . f i r e , power fa i lu re , steam fa ilu re  ( and 
other u t i l it y  fa ilu re s ), blocked in condition, etc. See 
"Exhibit -  R e lie f and Blowdown Flow Data Summary" for data 
requirements.

3 .2 .U. Process lin e  summary l i s t

A summary w ill  be provided for al 1 process lines as detailed  
in "Exhibit -  Process Line Summary L is t" . However, it  v i l l  
be the responsibility  o f the engineering contractor to check 
the hydraulics o f the unit.

3.2.5. Prelim inary engineering flowsheets (P and ID)

This w i l l  be a complete f i r s t  isaoe o f the Engineering 
Flowsheet and w ill  include (see Exhibit):

. A ll process equipment;

. Line size and material specification for a l l  lin es ;

. Maximum operating temperatures, insulation tracing and 
Jacketing requirements o f lines (heat conservation, 
personnel protection, process stab ilization  or "not 
insulated” only);

. A ll valves and check valves;

. Significant equipment deta ils ;

. Tower and vertica l drum tangent line  elevations;

. Horizontal drum minimum elevations and slope;
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. Relative elevations o f  a l l  equipment and piping where 
gravity  or 2-phase flow is  taking p lace, e .g . rebo ilers , 
condensers, seal pots;

. D irection o f  flow  on lin es ;

. Required lin e  slope, r e la t iv e  location  o f  equipment or 
special conditions such as required v e r t ic a l loop 
dimensions, g rav ity  lin es  with or without pockets, e tc . ;

. Vents and drains additional to Engineering Standards 
required fo r  process reasons;

. Steam, hot water or solvent tracing o f  lin es  and 
instruments;

Gas or liqu id  purging or flushing o f  control va lves , 
instruments or r e l i e f  va lves ;

. A ll  start-up, bypass, shutdown and emergency lin es  and 
lines fo r  a lternate operations;

. A ll instruments required fo r  proper operation o f  the 
plant (ind icating any special types requ ired );

. Instrument numbers;

. Any special instructions, e .g . dead le g  distances on 
slurry lin es ;

. U t i l i t y  d istribution  systems would not be included on 
these flow sheets.

3.2.6. Preliminary plot plan

This w il l  be a suggested p lot plan based on the LICENSOR'S 
know-how o f  requirements o f  normal and emergency operation, 
safety and maintenance requirements. I t  w i l l  include 
preliminary layout o f  the equipment and elevation  diagrams 
(see Exh ib it).

-  Special requirements (analysers, sample connection);

-  Recommended suppliers.

3.2.7. Drainage and effluent disposal

This w ill  cover the suggested layout and materials o f  
construction.

3.2.8. Basic data for piping

-  Fluid handled;

-  Operating pressure and temperature;

-  Design pressure and temperature;

-  What phase? Liquid, vapour or both?;

-  Specific gravity and viscosity;

-  Construction m aterials;

-  Insulation required;

-  What kind o f test is  necestary for the pipe (pneumatic 
or hydrostatic) i f  any special test is  required, 
emplain i t ;

-  List o f the main lines.
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3.2.9. Auxiliary services

Steam Call the pressure le v e ls ),  cooling vater, process 
wate**, inert gases, plant and instrument a ir , chemicals, 
etc. consumed in each equipment and a summary.

3.2.10. Catalyst, cheim'cals

-  Specific characteristics, name, s ize , quantity.

-  Recommended suppliers. Preferred supplier. State reasons. 

3-2.11. Vent system

-  Equipment required, f lu id , flo v , temperature and pressure.

-  Special requirements.

-  Suggested piping arrangement vhere required.

-  The materials o f the pipe and equipment must be referred  
to the AS1M code.

3.2.12. Safety requirements

-  Equipment required.

-  Monitors, eyewashers, shower and sprinkles location.

-  Special requirements.

2.2.13. Building specifications

-  Suggested layout o f the plant bu ild ing, control rocm, 
e lec trica l switch room, and other building.

-  Indicative sizes o f the respective buildings.

-  Type o f contribution in each case.

3.3. Basic data fo r operating manual

The operating guide w ill  include an outline o f start-up, shut

down and alternative operations. It  w i ll  also indicate emergency 

procedures covering u t i l it y  fa ilu res and major operating upsets. Its  

scope w ill  be su ffic ient for the engineering contractor to prepare a 

comprehensive operating manual. In addition, this section w i l l  describe 

special safety features incorporated in the design o f the unit. Data 

w ill include:

. Start-up procedures;

. Normal operation procedure;

. Normal shutdown procedure;

. Emergency shutdown procedure;

. Reduced drawings o f heaters, vessels, towers and reactors;

. Reduced drawings o f process and mechanical P and 1 drawings;

. Data sheets o f mechanical equipment.

with the following deta ils :
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3-3.1 Description o f process:

(a ) Description o f Process -  A b r ie f discussion of process 
flow to provide adequate background to the plant 
operating personnel.

(b ) Process specifications and Process Flow Chart -  Quality 
of feedstocks, composition o f various streams and 
designed yields and qualities o f products, in ter
mediates and by-products.

3.3.2 Process Operating Conditions:

A sim plified discussion o f cause and e ffe c t , exemplified 
where possible, o f operating variables with consequent 
changes in y ie ld s , purities etc.

3.3.3 Details o f Operating Procedures:

(a ) Preliminary operations -  preparation and inspection o f 
equipment before start-up. Run in procedure on pumps, 
compressors etc.

(b ) Start-up procedures.

(c ) Normal operation.

(d ) Shut down procedure.

(e ) Special operations -  Catalyst regeneration, switching 
of cyclic systems, steam a ir  decoking etc.

( f )  Emergency Procedure -  anticipated emergencies and 
recommended procedures to result in maximum safety of 
personnel and equipment.

(g ) Detailed flow charts and process equipment.

3.3.1* Control Systems:

Employed with details on any special provisions and its  
bearing on the operations.

Equipment Summary:

Details on equipment by categories and in accordance with 
the agreed coding system.

3.3.£ U tility  and U tility  Summary:

On the basis o f u t il ity  levels agreed to for the plant, u t ility  
requirements on guaranteed and exiected figures for both nlant 
and its  aux iliary/off-u ito  fa c ilit ie s .
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3-3.7 Operating Records :

The suggested format for proper maintenance o f operating 
records through:

a. Daily log sheet.

b. Management control -  exception reports.

c. Product test record for q” :J.ity control at 
various stages in the plant.

3-3.8 Personnel required fo r operations and maintenance:

Suggested organization for operations and maintenance of 
the plant giving:

a. Supervisory S ta ff -  with duties and responsib ilities.

b. Operating s ta ff  -  duties, responsib ilities and 
operating positions.

3.3.9 Safety o f plant and personnel:

Rules and regulations governing conduct in the operating area 
with special precautions to be followed. F irst aid fa c ilit ie s  
to be provided shall be discussed e.g. eye baths, emergency 
showers etc. The proper use o f special safety equipment w ill  
be described.

3.1» Basic data for maintenance manual

-  Particular emphasis: preventive maintenance;

-  Maintenance instructions for each equipment, including 
specific types o f lubricant/grease required;

-  Periodicity o f major shutdown for regular overhead/ 
maintenance.

3.5 Analytical Methods Manual describing in deta il a l l  the methods o f analysis 

for a l l  raw m aterials, process streams products, by-products, catalysts and 

chemicals required for the e ffic ien t operation of the Plant.

3.6 List o f catalysts and chemicals required fo r the in it ia l  operation o f 

the Plant and for one year's  production, indicating specifications, quantities, 

reconnended source o f procurement and packing, storage and handling instruction.

3.7 General design information

The information contained in this section w i l l  es sent ¡.ally be akin to 

the data supplied by the LICENSEE as outlined in 2.2. However,, as some data may be 

supplied by the LICEH80R, the to ta l design information is  reproduced for the 

benefit o f the engineering contractor.
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This data w i l l  include but not necessarily be limited to :

. Outlet steam conditions fo r equipment feeding steam 
into Plant headers ;

. Inlet steam conditions of equipment using steam from 
Plant headers;

. Battery lim it conditions for b o ile r  and steam generator 
feedwater;

. Battery lim it conditions fo r condensate return systems ;

. Voltage and frequence for e lectrica l power;

. Analyses of available water streams ;

. Fuel data;

. Other available u t il it y  data;

. Climatic data;

. Site information;

. Equipment design information (e .g .  preferred tube lengths, 
philosophy fo r design conditions, e tc . ) ;

. Relief and blowdown philosophy.

3.8 LICENSOR'S standard drawings

The standard drawings w ill be referenced in the Process and Engineering 

Design Specifications and represent design details and practices which are part 

o f the mechanical specifications.

3.9 Name o f vendors o f c r it ic a l equipment

No. Equipment Possible vendors References

310 Mechanical specifications

The mechanical specifications w ill  represent LICENSOR'S or LICENSEE'S 

current standard practice for design and installation  o f the equipment in the 

particular process unit.
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CATEGORIES, QUALIFICATIONS AND EXPERIENCE OF PERSONS TO BE 
ASSIGNED BY LICENSOR. EXPENSES OF AND FACILITIES FOR 
LICENSOR'S PERSONNEL ASSIGNED TO WORK FOR THE LICENSEE

1. Terms and conditions o f personnel services

1.1 The LICENSOR sha ll assign such qu a lified  and competent personnel

as are necessary fo r  the proper and fin a l implementation o f  the Contract. Such 

personnel should be f i t  fo r  working in a (tro p ic a l) climate.

1.2 At the F irst Detailed Engineering Design Meeting, the parties shall further 

agree upon the d eta ils  about the expected in i t ia l  number o f  each category o f  the 

LICENSOR'S personnel and duration o f th e ir  assignment.

2. L is t o f  personnel to  be assigned by the LICENSOR

2.1 The LICENSOR shall assign the follow ing personnel fo r  the period noted 

against each person/category o f person'’ .

Total expected
Category Expected number man-days

X X X  X X X  X X X

X X X  X X X  X X X

2.2 The period o f stay mentioned above is  only ind icative and the parties shall 

agree on the d e fin it iv e  figures at the F irst Detailed Engineering Meeting.

3. Charges for the LICENSOR'S as_signed personnel

3.1 (a ) The charges for the LICENSOR'S assigned personnel for each day of

absence from Home Office shall be as fo llow s:
(example only)

Rates per day (currency)

Construction Manager

Start-up Manager

Specia list Engineers

Erection Specia lists

Assistant fo r  erection and start-up

(other may be sp ec ified )
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(b )  ( i t  is  recommended that th is  should not have an esca lation  clause.

However in some cases th is  may be required. This escalation in such cases should 

be based on an index spec ified  in th is  c lause , which index should be an o f f i c ia l ly  

published index o f the LICENSOR'S Government agencies).

The above charges are fo r  an 8 hours per day, Uo hours per week day time work.

3.2 Overtime charges

Overtime charges in accordance with the contract sh a ll be paid as fo llow s:

Up to  51* hours/week

above 5*+ hours /week

fo r  weekly ¡ind public  
holidays

fo r  night sh ift

(lOOjf) o f normal rates  

(130Ï) o f normal rates  

(l30>t) o f normal rates

(130Ï) o f normal rates

No additional payments w i l l  be made in lo ca l currency.

3.3 In addition to what is  spec ified  under 3.1 and 3.2, the fo llow ing allowances, 

services and f a c i l i t ie s  w i l l  be paid by LICENSEE to the LICENSOR'S personnel 

deputed to work under the Agreement :

3-3.1 Local Allowance

The LICENSEE sh a ll pay to each o f the assigned personnel engaged in

the work a liv in g  allowance at the rate o f (amount in lo c a l currency) fo r each 
/ ------------------------------------------

calendar day o f  presence to s ite .

3.3.2 T rave lling

Tourist c lass return a ir  fa re  fo r  each assignment fo r  each assigned 

personnel fron the Home O ffic e  to s ite  by (a i r  c a r r ie r ) or an IATA c a rr ie r  at 

the d iscretion  o f the LICENSEE.

Transport within ( LICENSEE'S country) by plane (economy c la s s ) or  

r a i l  ( a i r  conditioned c la s s ) on the r a i l  route fo r the assigned personnel on 

the ir a r r iv a l in and departure and fo r  t ra v e llin g  on o f f i c ia l  work.
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3.3.3 The LICENSEE sh a ll a lso  provide free  o f cost to the LICENSOR'S 

assigned personnel the fo llow ing:

3.3.3.1 Furnished re s id en tia l accommodation, as v e i l  
as water, e le c t r ic ity  and gas fo r domestic use.

3 .3.3.2 Furnished o ff ic e  accommodation, as w e ll as 
se c re ta r ia l assistance and f a c i l i t ie s  fo r  
o f f i c i a l  communications including telephone 
and te le x  serv ices.

3 .3 .3 .3  Medical assistance to the personnel and th e ir  
f a c i l i t i e s  to the extent av a ilab le  at the 
LICENSEE'S own or nominated medical c e n tre (s ).



-  31 - ANNEXLJRE 10

CATEGORIES, QUALIFICATIONS AND EXPERIENCE OF PERSONS TO BE TRAINED BY LICENSOR 

Reference A rt , 3»6 I l lu s t ra t iv e  Eramole

Category Q u a lific ation s  Experience

A. Group o f 
Engineers Process

Engineers
Graduate
Chemical
Ehgineerd

Chemists 
fo r  Process 
Laboratory

Degree or 
Diploma in  
Chemistry

Mechanical
Engineers

Graduate/Post-
graduate
Mechanical
flagineers

E le c tr ic a l
Engineers

Graduate
E le c tr ic a l
Engineers

B. Group o f 
Foremen

1. Chemical 
Process 
Section

2. Polymerisa
tion Section

Foremen fo r  
operations in  
each section

Diploma in  
Chemical 
Engineering/ 
Technology or 
Graduate in  
Science

3. Extrusion  
and fin ish in g  
section

Foremen Diploma in
(Maintenance) Mechanical/ 

E lec tr ic a l/  
Instrument 
Engineering

Not le s s  th an ,. . .years in  
pro jects or plant operations  
or technical se rv ices , 
trouble shooting.

Not le ss  th an .. . . .years in  
chemical p lant laboratory  or 
research laborato ry .

Not le ss  than........years
experience in  pro ject  
engineering or construction  
or preventive plant main
tenance or corrosion control 
or workshop.

Not le s s  than....... years
experience in  e le c t r ic a l  
in s ta lla t io n  covering  
d iffe ren t  types o f  motors, 
PCC, power d is tr ib u t io n  or 
maintenance and procedures 
fo r  preventive programmes o f  
a l l  e le c t r ic a l equipment.

Not le s s  than.............. years
experience in operation o f  
s im ila r plants in supervisory  
position .

Not le ss  than.......... years
experience in mair. tenance o f  
chemical p lants or carry ing  
out o f rep a irs  in workshop.
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Category Q u a lification s Experience

Product Senior Degree in Polymer Mot le s s  than.
App lication Marketing Science or Degree experience in organic
and Market 
Development

O ffic e r in Chemical 
Engineering 
(w ith  polymer 
science as 
e lec tiv e  su b jec t ) 
or Masters degree 
in Science.

chemicals.

Senior
Technologi s t s
(Product
A pp lication )

-  do - Not le ss  than, 
expedience in 
o f polymers.

processing

Mote: I t  is  assumed that the operating, maintenance and product app lications
s t a f f  o f sh ift  engineers, technicians, panel con tro lle rs  and operators  
w i l l  be trained by the above mentioned senior personnel through 
extensive in—plant train ing and simulated tra in ing on tra iner o f the 
carmody type.
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GUARANTEE FIGURES FOR CONSUMPTION OF RAW MATERIALS VOLUME 
AND COMPOSITION OF EFFLUENTS

Specificr.tion o f the Rav M aterials  
( i l lu s t r a t iv e  v ith  reference to Polypropylene and VCM)

Reference A rt. No. 3.7

A. LICENSOR guarantees that consumption o f raw m ateria ls , c a ta ly s ts  and 

chemicals and u t i l i t i e s  w i l l  not exceed the q uan tit ie s  ind icated  helow 

per 1000 kg o f polypropylene.

Raw M ateria ls

1. Propylene ........

C ata lysts and chemicals

2. Titanium tr ich lo r id e  .. . . .k g

3. D iethyl aluminium Monochloride .. . . .k g

U t i l i t i e s

4. Low pressure saturated steam .. . . .k g

5. Medium pressure steam .........kg

6. E le c tr ic  rover ........ Kcol

7. Cooling water ........

Note:

a . The consumption o f steam is  guaranteed fo r  process use only and is  

subject to the condition that heat in su lation  is  in s ta lle d  in  

accordance with LICENSOR’ S sp ec if ic a t io n s .

b . The e le c t r ic  energy consumption guarantee figu re  is  an average

fo r  the melt flow range from to , and is  sub ject

to the condition that machines and e le c t r ic  motors in s ta lle d  

conform with LICENSOR’ S sp ec if ic a t io n s .

S pec ifica tion s  o f raw materi a ls .  ca ta ly st , chemicals and u t i l

Propylene 99-5% min.>

Ethylene 25 ppm max.

Ethane 250 f pm max.

Propane 0.5% max.

Nitrogen 300 ppm max.

Water 50 •f



-  3k -

Hydrogen 100 ppm max.

A llene 10 "

Acetylene 1

Butylene 20

Butadiene 10

CO 5

Carbon dioxide 5

Oxygen 10

Sulphur 1

Chlorine 1 "

pressure 20 k^cm^ min.

State liq u id

Titanium Trich loride

Titanium trich lo rid e 80% by wt. min.

Titanium tetrach loride 1% by wt. max.

Iren  as Ferric  Chloride 0.2% by wt. oa::

Residue (a f t e r  so lution  in methanol) 0.2% by wt. max

A ctiv ity 160 min.

Aluminium Diethyl Mencchloride — Solution

Solvent -  Heptane

Concentration -  10% by wt.

Total ch lo ride/tota l aluminium ra t io  1.35 -  .02 

Active aluminium 9.6% by wt. min.

Composition o f gases obtained by decomposing basic aluminium diethyl 

monochloride:

Hydrogen

Ethane

Total C j

Isobutane

n-butane

Butylenes

0.1 max. 

90 to 99% 

0.1% max. 
4% max.

6% max. 

0.1% max.
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Dimineralised w -ter:

Total hardness 0

Total a lk in ity  (as Ca 00^) 5 ppm max.

Si02 0.1 ppm max.

pH 6

Cloudiness 0

Conductivity 1 pcs/cm. max.

Temperature

Pressure

Steam

Ambient

2 kg/cn2g. min.

Saturated at 3*5 kg/cm2

E lectric  ^owor

Three rhase, a lte rn atin g  415V ±  10%
50H2 + 3%

Single phase, a lte rn atin g  230V + 1C%
50H2 + 3%

Three phase, a lte rn atin g  6.6/> 1C%
50H2 + 3%

Cooling Water

In le t  temperature 27°C (max 33°C as seasonal peak)

In let pressure 4 kg/cm2g. min.

Fouling fa c to r  not higher than 0.006 h m2cC/K C a l, nan corrosive

h an gb llie r  index 0.1 -  0.3

I llu s t ra t iv e  with reference to VCM

Raw M aterial Per 1000 It VCM

1. Chlorine ........ kg

2. Ethylene ........ k*

Per 1000 EDO

1. Chlorine ........ H

2. Ethylene ........ kg
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B. E fflu en ts . The quantity and qu a lity  o f  the e fflu en ts  from the p l ° " t  

sh a ll not exceed the fo llow in g  under normal operating conditions :

U t i l i t i e s

Steam

Cooling water

0.8 >ГГ

220 h3

Power 200 Kwh

Fuel gas(net heating  
va lu e )

0.76 m illion  K ca l

Process 'Water 0.03 м3

C. Spec ification  of raw m aterials ard u t i l i t i e s :

Ethylene 99.7% by vo l min.

Methane and Ethane 0.3% by vo l max.

Propylene 30 ppm by vo l max.

Butylene and Heavier 70 ppm by vo l max.

Sulphur 2 ppm by v o l. max.

Amonia 2 ppm by vo l max.

Acetylene 5 ppm by vo l max.

Methanol and water 20 ppm by vo l max.

Pressure 125 FSIG min.

Chlorine

Chlorine 98.5% by vc l min.

Hydrogen 0 . 25% by vc l max.

Oxygen 0.3% by vo l max.

Chlorinated Organics 0.1% by wt. max.

Bromine 200 ppm by wt. max.

Water 100 ppm oy wt. max.

Pressurp 65 P3IG min.

Specifications of Utilities

Steam

Cooling Veter

17.5 I[g/cm2g
or

10.5 kg/cn2g 

33cC (12 ° R ise )

Note : Taking in to  account the accuracy and rep ea ta b ility  o f  the measuring
fa c i l i t i e s  and the importance o f  the ind iv idu a l item s, to lerance lim its  
sha ll be agreed. For u t i l i t y  consumption, compensation among the 
different, cntecrories could he aarreed upon.
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FORM OF BANK GUARANTEES

A. Bank Guarantee fo r  Advance Payment.

This Guarantee No..........made th is  day . . . .  between (_____________ ) a Company

incorporated and having it s  Registered O ffice  at . . . . . .  (h e re in a fte r  ca lled

BANK-/, which expression sh a ll unless repugnant to the context or contrary  

to the meaning thereof include it s  successors and assigns) o f the one part,

and ...................................  (h e re in a fte r  ca lled  LICENSEE which expression sh a ll

unless repugnant to  the context or contrary to the meaning thereof, include 

it s  successors and assigns) o f the other part.

1. WHEREAS in  A rt ic le  12.2 o f the Contract dated..........  ( h ere in a fte r ca lled

Agreement) ,  between LICENSEE and .................. A Company incorporated in

................ (h e re in a fte r  ca lled  LICENSOR which expression sh a ll unless

repugnant to the context or contrary to the meaning thereof include

it s  successors and assigns) fo r  supply o f a

Plant, as envisaged in the Agreement i t  is  stipu la ted  that the sum o f

....................w i l l  be paid b y .............. as advance payment against a Bank

Guarantee o f equal amount to be issued by the BANK.

2. WHEREAS in fu lfilm ent o f the said Agreement and against receipt o f  

said advance by (name of LICENSOR), the LICENSOR has agreed to furnish  

a Bank Guarantee as here inafter contained.

3. In consideration o f the above, the BANK hereby guarantees as a d irect  

re sp o n s ib ility , to pay to LICENSEE any amount up to a total sum o f

4. The BANK sh a ll e ffec t payment under th is  le t t e r  o f guarantee immediately 

upon LICENSEE'S w ritten request sta tin g  that LICENSOR did not f u l f i l  

his Contractual ob ligations without being en tit led  to enquire whether 

th is  payment is  law fu lly  asked fo r  or not.

5« In any case, however, the BANK'S re sp o n s ib ilitv  under th is  le t t e r  of

guarantee comes into force as soon as and as fa r  as the advance payment 

o f .................. has been received by the BANK in favour o f LICENSOR.

Tnis could be u Bonding Company and th is could then be a Bond.
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6. This le t t e r  o f guarantee sha ll be in i t i a l ly  v a lid  fo r  a period o f ........

months from the EFFECTIVE date and sh a ll be extended by su itab le  periods 

in accordance with Agreement (but not more than 6 (s ix )  months at a tim e). 

This guarantee sha ll be returned to the BANK a fte r  it s  expiry unless 

extended beyond th is period fo r  any reason whatsoever.

7. In the event o f foroe majeure or in the event o f recourse to 

arb itra t ion  according to the Agreement, the v a lid ity  o f the present 

guarantee sh a ll be extended fo r  a period to be mutually agreed upon.

3. This guarantee sha ll be in addition to and shall not a ffect or be 

affected  by any other security  now or hereafter held by LICENSEE 

and LICENSEE at h is d iscretion , and without any further consent from 

the BANK and LICENSEE'S right against the ВАЖ may, compound with or 

give time or other indulgence to  or make any other arrangement with 

LICENSOR and nothing done or omitted to be done bv LICENSEE in 

pursuance o f any authority contained in th is guarantee shall a ffect  

or discharge the l i a b i l i t y  o f the ВАЖ.

(Bank)
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B. Bank Guarantee o f Final Payment.

At the request o f (Name and Address o f LICENSOR) (h ere in a fte r ca lled

LICENSOR), we hereby open our irrevocable guarantees No. ____________________

x'or an amount o f maximum _________ (Amount)__________________ . In consideration of

the LICENSOR naving entered into a Licensing Agreement dated __________________

(h ere in a fte r ca lled  "Agreement") with ____________________________________________

( Name and Address o f LICENSEE) ,  (h ere in a fte r ca lled  LICENSEE) fo r  the granc 

o f licence, supply o f Process Engineering Design Package and re lated  know

how and technical information and other services fo r  the Plant to be b u ilt  

by LICENSEE, we (Bank) do hereby i-gree and undertake to pay forthwith to 

LICENSEE in repatriab le  currency on demand by LICENSEE and without

p rio r  recourse to LICENSOR such sum or sums not exceed ing______ (Amount)

as may be demanded by LICENSEE sta tin g  that LICENSOR has fa i le d  to f u l f i l  

it s  obligations relevant to performance guarantees and fo r  other guarantees 

and warranties under the Contract fo r  reasons fo r  which LICENSOR is  lia b le  

under the dontract. It  is  understood and agreed that any demand made 

hereunder by LICENSEE sha ll be conclusive evidence o f LICENSOR’ S fa ilu re  

to comply with it s  obligations relevant to guarantees under the Contract fo r  

reasons fo r  which LICENSOR is  l ia b le  under the Contract.

The amount being guaranteed hereunder sh a ll be applied towards the payment by 

LICENSOR of damages under and in accordance with the Contract.

This bank guarantee sha ll come into force immediately and sha ll remain va lid  

u n til the successful demonstration o f the Performance Guarantee Test by

the Fiant, in  accordance with the Agreement, and we (Bank)_____  sh a ll at a l l

times in th is period be ~ound on the demand o f LICENSEE to forthwith pay 

LICENSOR the amount guaranteed hereof.

(Bank)




