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The LIM Declaration and Ran of Action,adopted in »»roh 1975, 
reoommended that Uli DD establish a system of consultations at the 

global, regional and »sottrai lavali.    UMIDO was also requests* to 
provide a forum for ths negotiation of agreements in the field of 

industry between developed and dsvtlopine ooitntriss and among 
dsvsl opin« oountriss. 

The First (Insultation Hasting on tht Fertilissr Industry was hold 
on 17-21 January 1977 and was atttndsd by representative« of Governments, 
industry»  labour sto., from mors than sixty countries.    Paragraohs 37-39 

of the Report of th« Nssting ( ID/wa.242/8/asv.l) ars particularly 
rslsvant to ths subject of this paptr. 

37. On ths question of transfer of technology and purohass of 
equipment and services, ths Consultation Nssting rsoognissd 
that thare wars oooasions whsn fsrtilissr plants and spsoifio 
its«« of equipment had not funotionsd adequately, and buy«re 
had suffered high aonssquential lossss. It was furthsr noted 
that ths protection given by penalty clauses in international 
contracte was inadequate protection against consequential lossss. 

38. Ths Consultation Nesting examined ths proposal mads by 
[MUD to investigato ths possibility of setting up a multi- 
lateral insurance scheme covering consequential lossss.    Ths 
Meeting supported ths intentions underlying ths scheme but 
reali tad that pnotieal difficultiss might arise in it« imple- 
mentation.    It vas fslt that ons of the best forms of insuranos 
would bs to ssleot oars full y reputed and experienced eont motors, 
adopt proven technologies and equipment, and ensure that contracts 
oontainsd appropriata guarantee olausss.    Ths Nssting suggsstsd, 
however, that uKISD should examine the practical aspscts of such 
a sohesM, which could bs considered further. 

39. There was general agreement that the work done by UK I DO on 
model oontraoti would be of interest to many countries, 
particularly those in ths sarly stag" of development.    However, 
secatane of the variety of local circumstances, legal system«, and 
eoonoeuo and managerial oapabilitiss, no singls modsl would b« 
universally applicable.   Nevertheless,  ths Nssting suggsstsd that 
Uli CO should continus its investigations into alternative forms 
of contracts and ehould suggest guidaiin«s for ths developing 
oountriss* uss. A variety of oontracts,  inoluding tum-ksy and 
seai-turn-key oon tract«, and oontracts for engineering servi ces 
only,  proosas know-how and some capital equipment could be con- 
sidered at the sane time. 
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îna Ooaaaltation Roolinf found that » nunbor of topioa roquirtd 
furtbor oaaaination and, if naeaaaary, tlM oatabliaaaant of Worturv 
Qrottpa for tat purpoao. Topic t it doaoribod ia paraffraph 64 of tfca 
••port «a follow«- 

"Contraet procoduroa intondod to «IMI« UM auecoaafMl conat-Mo- 
tion and operation of fortilitor plants and üM nmiUi «ulti- 

taaiataraata of all partió« oonoomod by providing in 
particular, adoquato oonpanaation for oonsoquontial loaaaa.» 

»it papar has boon proparod for tao Iteikinf Group on tai« tenie 
«Alea will bo oonvonod by UHD0 oarly in 197a. 

fat aubjoct «ill bo first oonsidorod at a Toohnioal Soainar en 
Omtraetiaf Httnoda and Inturanoo Sohoaoa for fértil i tor and Ontaneti 
Planta oonvonod by UH DD and the PaJciatan Ooveranent in Labora fron 
25-29 Bovoabor 1977. 

»4» ñapar i a ont of tat baok«round papara «nie* tao Woricin« Oroup 
an« Tooanioal tannar «ill bo invi tod to ooaaidor.   it doaoribo« currant 
oontraot praotiooa and analyaoo now they protaot tao int -.ta of buyara 
mi tallara of fort il i tor planta.   It briafly oonaldora «bother taay 
próvido adequate onnpantation for ooneequentiel loaaoo and poaoa aont 
•f tat probloaa that «ill have to bo ovorooao if anali lanata aro to bo 
»«vai«! »y » aaltilatoral iaauraaco 
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*-   wmiàm m T« OPMCTUOTP» AJO OHM»m» Q» MUM ptap» 

Introduction 

1. ÎMa paper oonaidere ways in wfaioh probitfM in the construction and 
operation of fertiliaer plants oan be avoided in tat futuri. 

2. »a fini part of the paper oonaidara current oontraot procedure* 
fer ta« construction and commissioning of planta. 

J.    Tat contract for oonatruction of a plant oan be drawn up in any 

style aooaptablt to both the Purohaaer and Contractor.    But certain 

important proviiiona Must be included to protect both parties. Venous 
organisation! in van ou« countries have produced fendbooks of guidano* 
to enable the two participants to the contract to avoid overlooking 
features which arc relavant to the contract in question. 

4.    Of the various nodal oontraots in exiateneo which aarve to guide 

the pert i es in drawing up a satisfactory oontraot, moat oonoem theme el vet 

with the oonstruotion of buildings, bridges and other civil engineering 

works.    neprtsentativea of engineering oom pome« and inati tati one froei 
s*ny oountries have expressed the view that the two models drafted by 

the) Institution of £2io«ioal 1*insers, London are an exoellent baaia to 

as* for fertiliser plant oontraots, partly beoauae they are speoifioally 
ooncsmed with prooeee planta. * 

5.    fts Inatitute oossaants on the typaa of oontraot ourrently uaed aa 
foil ouat- 

era is a wide range of types of oontraot covering varying degrees 
of ooet and responaibility definition.    The main types in common uos, 
ao far aa oost definition is concerned, are aa fol 1 owe t- 

Oost plus a peroentage fee 
Oost plus a fixed fee 
Target (share over-run) 
Ouaranteed meut i i 

- reimburaabla ocntracta 

^ mm**1 y^"> of Contraot f0r prooeaa Plants.    Suitable for reimbup—àl« 
°*l*rtffl injftt vVliitd BnriojrBñTTaed edition 1$7¿.   fíe Institution 
SLiü!SCi •£»••*••  *5 Belgrave Square, London.    "Model gora of 

J*"*? liMmfl'Tyra«    »printed 1^75 IA revised ve re i on oì this Model 
rom ia being prepared by the Inatitute.) 



Lump  ¡mm (i.e.  wholly  ln:¡m -•;• ) 

Unly the   fi rnt of th-»:-o   ir, who]],/  r^inburaablc but   ill    ^Qnrt th-> 
iast  involve,   to nome  ovtont  \<   Unnt,   r-inown^ •on+.   f •   U><>   '\>r- 
t rao tor of  tho  contri   ¡^   actual/,'  ir-ura. 

In any partly   roirnbui :;.:.n'i •?  .-<.r; ! .r-;-»,    ••,,-.  r  •.^•i:;i'.ii -.,-,.>   rVvj • 
and/or nervi oon in covo ro 1   i, /  -    : ,,;p  •• irri  Pri;,.,.„t Vii!"   •'• ;"n,. VV'V,, 
paid  for on   -i  i''ùml> ir:-.i:'l o   ui'u-:." 

'•••      These two  yxiinrdes oí' ¡rR>rtol   form; of conditions 01   -OMí ra-1.  .-im 

very comprehensive  indeed in   their oovorve of detail .ar.d   t.h»   rn;llJp,. ls 

referred to thorn  l'or thin.     They are desired   fur U8u ir. th.  Un tod 

Kingdom out w.udd bo relatively easily mortified  for usn  in  l(f.,..,. ,,,Jlltrlpa 

by making the   following: additions and changes* 

(i)      modici nations relating to nondin;; equipment  f-om one   country 
to an o t ha rj 

(iij    taking into amount  labour aoniii + ionss  relating to  out.h local 
and expatriate manr*ower| 

(iii) modifications to  the  -ol inner relating to th* rovomin/- law 
and to arbitration  oto, 

•¿equoreo of events leading to  the nj/aing of the Contrae. 

7.      There arc  two major sto/rea  and both aro of critical  importance in 

definin,: fully and clearly the work to be  done under the Montrant and 

the responsibilities of the two main parti»Q.     They are described below in 

paragraphs 8-13|     it' these two  sta/'CB are done well  thore will   bo a 

minimisation of the uncertainties,   ¡'notion eta.,   which -.an otherwise 

damage tho goodwill  oetwoen Contractor and Purchaser and which  will 

interfere with  the co-operation between them which is eosentlal   if the 

project  i a to  proceed succenafully. 

Preparation of thn  Invitation to Bid 

8.      Vhe fi rot  stepa in the sequence in the preparation of the   Invitation 

to Bid document  (tuie is oometimeo called the  »Invitation to Tender»).    It 

acts out tho invitation under a number of heading,  for example  an follow« 

dono ral   Information   This  section describen the intention«-, 
and requi remonta of the  Purchaser.    For example, the choice 
oi' type of Contract,  the provision of on-site visita for the 
Tend.-irrrr,   tho information  required reicardiu/; the Tenderer»s 
ptrsonne.,   the language to be used in all communications and 
so on. 
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Inatruntions to Tenderers    Thia section sata out the form in 
which the tender must be prepared and how the tender docu- 
ments must be presented.    The procedure for opening and 
acceptance of tenders is described;  this is particularly 
important if two-stage tendering is to be uned.    The manner 
of breaking-down the individual parts of the tender is 
described and the procedure  for the pricing of each is    iven. 
Today there is usually 3 requirement  for a Tonder rtond to 
ensure that the chosen Tenderer doea not withdraw on or after 
acceptance of his offer and thin normally takes the form of 
a bank Letter of iJuarantee in  favour of the  Purchaser for a 
proportion of the total value of the Tender {?.,' i a common). 
This Tender Bond is usually of the pay-on-demand type but 
oan be the subject of arbitration if the Tenderer feti a 
aggrieved. 

Technical Specifications    This section describo* the type 
oí  plant rehired,  ita capacity, the speciI'ioationn of tha 
products,  the infrastruotural   requirements,   the naturo of 
the  raw materials,  safety provisions during the construction, 
the provision of spare parts,   the nature of the guarantee 
required on raw materials efficiencies, climate conditions, 
the site,  the availability of utilities and the general 
design requirements etc. 

general Condition«    This Section includes th > requirements 
xn respect of inapeotion and delivery of equipment,  super- 
vision of araation, acceptance trials,  penalties for delays, 
failure to meet guarantees and specif ioationa,  force mai aura, 
arbitration ato. 

examination of the Tand.r. 

%      Tha aaoond main stage in tha sequence is tha examination of tha tandera 

and tha process of harmonization to enture that the tenders are Being 

asaeaaed on a comparable basis.    In the more complex case of the two-stage 

tender,  the first envelope containa the Technical Tender and the second 

contains the Priced Tender.    At the  first openin    only the first envelopes 

are opened, thereafter the Technical Tenders are evaluated by tha Purchaeer. 

The «valuation is to ensure that the Technical Tenders comply with all tha 

raqui ramants of tha Invitation to Bid in regard to aspects auch aa compiete- 

neaa of equipment and aervioea to be provided, experienoe of tha Contractor 

in aimilar projeota and aituationa,  oonatruction organisation,  proven 

natura of prooeaaea,  financial provi «ione ato. 
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10.    During the «valuation ih« Pu roban« r oal Is for addition« or delation«! 
and clarification to harmonise all th« tond«r«.    At thin point «aoh 

Tenderer is invited to prepare a Supplementary Priced Tender relatine 

onl.v to th« agreed technical changée.    The Tender Bond i« modified 
accordingly. 

11•    4t th« second (pubiin) opening th« Priced Tendore and the corresponding 
.Supplementary Tendere are opened«    Th« Purchaser need not aeoept th« lowest 

priced tender; the ohoioe muet be baaed on a consideration of all th« 

relevant  factors, the main objective being the overall success of th« 
projeot.    The chosen Oontraotor is given «ritten notice of his appointment. 

Consultancy Contract« to advise the Purchaser 

12, The fi rat Consultation Meeting-on the Fertiliser Industry fslt that 

one of the best forms of insurance would be to eeleot oar« full y reputed 

and experienced contractors,  adopt proven technologies and equipment, and 

ensure that contracts contained Appropriate guarantee clauses. (Paragraph 

id of th« tleport)- 

13. Host companies and organisations which have not built fertiliser plants 

before, and many that have, employ Consultants with wide recent experience 

In the field.   The Consultant*« duties usually include advising the 

Purohaeer on developing design requirements in order to obtain relevant 

and comparable tenders from reputable and competent Contraotorsi    preparine 
th« Invitations to Bid}    evaluating the tenders received)    assisting in 

the supervision of the design, engineering, equipment proour«m«nt, construc- 
tion, testing, commissioning and ths aooeptance trials of the new plants. 

Tas engaging of good Consultants and the propsr us« of th«ir staff can 

result in the avoidance of most of the problems which nan otherwise beset 

a new venture.'*' 

y A typloal contract of a consulting fini with • purchaser as hit teehnloml 
•eVlrnsr is avallasi s fro« UIX9D osi request. 
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"•   fmmmw or THE UMIM or um» AID SUPPLì«» 

14. Tilt Modal Pom of Contract daw up by the Initiation of Chemical 
engineers can provi dt a oheck litt sui tabi« for ensuring that a contract 

protaet« tha interests of buy«r and «uppli«r.    Tha Oanaral Conditiona of 
Oontraot ara «uitabl« for usa without amendment;    it oannot ba emphasized 

too auch that modifioiation« to a nodal contract for a particular projaot 
should not ba made without taking tha advice of legal and anginearing- 
oontraot specialiet•. 

guarantees relating to .»rformance of tha plant 

15. Typical contract« for fertili««r plant« require the contractor« to 
giva guarantee« in a numbar of CM««.    Theee ara entirely negotiable 

between the Purohaaar and Contractor and tharafor« thay vary from contract 

to contract.    It ia clear that if the guarantee« (and the attached penaltie«) 
ara too «lack th«n the intereat« of the Purchaser will not ba eaf«guarded! 

on the othar hand, if th«y ara too onarou« contractor« ara likaly to refuae 
to tender.   A raaliatio path ha« to ba taken between the two extremes. 

16. Tha guarantee« appropriata for diffarant kinda of fertiliser planta 

differ of coursa according to the product to be manufacturad, tha prooaae 
to ba u««dt the raw «aterial« quality and ooat, tha location of tha plant 
and ao on.   Aa an «xaaple, typical guarantee« required for a di hydrate 
phoophoric aoid plant are indicated below}    thay ara linked to tha u«e of 
th« phosphate rook designated by the Purohaaar. 

SèèèSUI*    I***« *• usually 330 time« th« daily rated capacity. 

PrW j>li«))r Tai* includes nutrient content, quantity of 
suspended «olida, dissolved i «puri tie« «tot all a« spaoifisd 
in th« Contract. 

,      IfflfiaHWlfff«    *»••• «lite to uaaga of raw materiale such as 
'      sulphur and phosphate rook and of utilitiaa such as eleotric 

power, ataajR, fuel oil and water. 

BUbMSaSÙl1    *»/ tquipsMnt found faulty during tha first twalv« 
Months oTTSa plant »a lift (usually naming fro« th« data of 
«Mohanloal aooaptano«) mat ba replaoed at th« Contractor*« 
•xpena«. 

A ratantion of tha contract pries, usually 5-10$, ia with-held in east of 
non-real i «at i on of any of tas gtuurantsss. 
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17«    The methods of déte raining the achievement of the guaranteed specifi- 

cations are set out in detail in the Contract.    Those related to   capacity, 

quality and efficiencies are based on an acceptance trial run of the plant 

whioh usually is for 48-168 consecutive hours operation;    The Contract 

sometimes requires the acceptance trial to be delayed until   immediately 

after the plant has x-un For at least 28 days at a hiph proportion of 

rate i  capacity.    It has not been unknown for a purchaser to delay the 

acceptance trials,   e.g.  for commerical  reasons auch as Jack of customers. 

Some Contracts therefore contain a clause which stipulates that the 

acceptance trials shall be deemed to have been successfully carried out if 

the purchaser delays the trials for more than a tfiven period after 

mechanical completion. 

Penalties to whioh Supplier may be liable 

18. The General  Conditions of the Contract list the penalties which are 

to come  into force if any of the conditions ar<» not met.    They include 

the following 

ibi ays 

19. Penalties apply against the Contra t it   there are delays to the 

specified dates for (i) delivering the documentation called for in the 

Contract,  (ii) completion of erection,  (iii)  take-over by the Purchaser, 

(iv)   the performance trials.    There are also sometimes penalties  for any 

delay jyi deliveries of key items of equipment.    A typical penalty for delay 

of equipment is I/2 -  V of the  f.o.b. value of the delayed equipment per 

week of delay.    The total penalty applicable is usually limited to 5,J of 

the value of the item but,  if the delayed item hinders the propor operation 

of a section of equipment then the penalty is calculated on the f.o.b. 

valu« of the whole section. 

20. The penalty for the other delays mentioned usually requires the payment 

of liquidated damage" at the rate of 0.25;' (typically) of the total value 

of the Contract for each week of delay.    A maximum penalty, typically 10,0, 

of the Contract value is normally in force.«*/Sometimes the Contract provides 

for a bonus for completion before the agreed date, this is typically at 50¿ 

of 100/- of the rate of the penalty for the same period of delay. 

l/ The Model Form of Contract for Reimbursable Contracts suggested for use 
in the United Kingdom discusses this mattar in Section F of the Guide Notes 
on Speoial Conditions.    Penalties relating to plant performance are discussed 
in Section K.   The oombined impact of both types of penalty are considered in 
the penultimate paragraph of 3ection X. 
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Capacitv.  nudity and fiffioienoies 

21. All these are guaranteed in the Contract and art determined by the 

performance tests carried out ae described therein.    The results of the 

performance tests are compiled and evaluated  ¡ointly by the Purchaser 

and the Contractor and the output,  raw materials usages etc. are averaged 

over the period of the relevant test.    If the plant fails to meet any of the 

performance conditions,  even after time for modifications has been allowed, 

the Contractor is required to pay liquidated damages to the Purchaser in 

accordance with the terms of the relevant section of the Contraot.    In the 

case of the phosphoric acid plant taken as an example,  large penalties are 

usually involved for each percent excess in the usage of phosphate rock 

and sulphur.    Smaller penalties apply to each percent excess in the usage 

of electric power,  sweet water,  steam etc. 

22. Penalties in respect of capacity and quality are applied in » similar 

manner to tnose just described for the efficiemy of usage of both raw 

materials and utilities. 

Tender and Performance Quarante« Bonds 

23. It is oomnon practice to require Tenderers to submit, togethtr with 

their priced tenders, a Bank or 3urety Company Letter of Guarantee in 

favour of the Purchaser for a sum equal to 2,' of the total value of the 

tender, as a Tender Bond.    This is to ensure that in the event of  the 

acceptance of the tender the Tenderer will proceed to sign the Contraot 

and to provide the Performance Bond mentioned later.    A typical form of 

Bond used in Middle riant Contracts is included as Annex A.    A typical 

Tender Bond (Bid Bond) is appended as Annex B;    it relates to U.S. 

Government Contracts.    Tender Bonds are frequently "on-demand bonds" 

without any legal proceedings or proof of damage and without prejudice 

of the right of the Purchaser to recover any direct damage exceeding the 

amount of the Tender Bond which the Purchaser may suffer as a result of 

the default.    The Tender Bonds from unsuccessful Tenderers are returned 

(sometimes late or not at all) and so is that to the successful Tenderer 

as soon at he has submitted the appropriate Performance Bond. 
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24.    A Performance Bond for the construction of a fertiliser plant 

(sometimes called a Construction Contract Bond) is on« whereby the 

Contractor and the Bank or Surety Company undertake that the Contractor 

will perform hie obligations under the Contraot.    The object of the 

Performance Bond ìe therefore to indemnify the Purchaser against loss 

resulting from the failure of the Contractor to complete the work in 

accordance with the plans and specifications and (in some uountrios) 

to guarantee payment of all bills incurred by the Contractor for labour 

and materials  for the work.    A typical  form of Performance Bond issued 

by a Surety Company is given as Annex Cj    it is written to cover a 

certain percentage of the value of the Contract, usuali./ with a minimum 

of 10> and a maximum of 100/3. 

2$.    Large Contracts usually provide that the Contractor will establish 

a Performance Guarantee Bond, confirmed by a Bank or a Surety Company, 

in favour of the Purchaser for an agreed percentage of the value of the 

Contraot.    At the present time the percentage quoted in the Bond is 

lending to rise with 10>¿ normal and ?5> not unknown (100> is the minimum 

for Government Contracts in U.S.A. and up to 100,. can be obtained from 

U.S. Surety Companies for some overseas contracts).    Generally speaking 

it is usually easier for a Contractor to obtain a Bond from his own bank 

rather than from a Surety Company, presumably because the bank has a 

detailed knowledge of its customer's affairs. 

26. It should be noted that the Contractor is responsible for all 

penalties and demands on him according to the Contract and that the 

Performance Bond normally only becomes a liability to the Bank or Surety 

Company if the Contractor is unable to pay, for example because bankrupt 

or is in danger of being so.    It should also be noted that Surety Companies 

are usually held to be jointly and severally liable with the Contractor, 

which gives the Purchaser the ohoioe of which to approach first.    But 

Bank Quarante» Bonds are normally written by the Bank only, and oan 

therefore be oalled without referenoe to the Contractor. 

27. One of the main vi**tues of Tender Bonds and Performance Bonds is 

that they weed out Contractors who, in the eyes of the Banks or Surety 

Companies ara not a good risk for having the capacity to fulfil the 

Contract.    Moreover,  Surety Companies will only issue a Tender Bond to a 

Contractor if they will be willing, at a later stage,  to issue the 

corresponding Performance Bond* 
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23«    It is necessary to draw a distinction between the attitudes of Surety 

Companies and Banks to the provision of Bonds.    The former will,  for all 

practical purposes, never provide on-demand bonds, whereas Banks in 

practice never give anything else.-'    Also, Banks prefer to restrict 

their obligations to the payment of money,  whilst ourety Companies 

sometimes agree to tako over the Contractor's obligations under the 

Contract.    The financial guarantee in a Performance Bond given by a Bank 

in normally limited to a relatively small percentage of the contract price, 

commonly >-10>.    The Bond from a 3urety Company,  which can be for up to 

100,i of the contract price,  is not a financial guarantee as such and is 

not on-demand,  but it provides an undertaking to the Purchaser that a 

plant of the required specification will in fact be built. 

29.    Certain countries,   particularly in the Middle dast and in Eastern 

iàirope will generally accept On-Demand   Bank Guarantees only,  so that 

the Contractor does not a:ways have the choice.    An On-Demand Bond 

irrevocably and unconditionally guarantees the Contractor up to a certain 

percentage of the total contract price for the due execution and proper 

performance of the Contract.    It undertakes to pay the Purchaser on the 

first demand in writing to the Bank,  any amount claimed up to the sum 

equating to the percentage mentioned in the Bond, notwithstanding any 

contestation of the Contract or any other party.-^ 

}0.    Contracts for some fertilizer plants are now becoming so large in money 

terms that there is a danger that the existing private industry will be un- 

willing to issue the necessary Bonds simply because their size might 

jeopardise the whole existence of the company.    The situation is arriving at 

the stage where some 3urety Companies take the view that Government to 

Government bonding is likely to beoome the only way for the biggest Contracts. 

fhü satter is discussed further in paragraphs 54-59 of this papar. 

\J Banks and Surety Companies in the United States refuse to provide 
pay-on-demand bonds, insisting instead that any dispute relating to the 
bond shall be a subject for arbitration. 

ZJ For fuller details of Surety Company Bonds see "Surety Underwriting 
Manual'1, author Luther £. Mac Kail,  publisher Rough Notes Co.,  Ino., 
Indianapolis,    ¿specially Chapter V,  pages 93-123 relating to Construction 
Contract Bonds. 
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11.    All Contracts of any magnitude for chemical plant include an 

arbitration clause and some have provision for the bringing in of an 

"Etpert".    If there is provision in the Cont.aot for the appointment 

oí an S pert, the objective is to try to minimise the cost and the delay 

of sending a dispute to arbitration,    lite Expert is required to decide 

all disputes referred to him as an expert and not as an arbitrator.    The 

Purchaser and the Contractor give the tìxpert every asnistance in deciding 

any dispute referred to him and they undertake to be bound by his decision 

without quaation.    Any dispute which is referred to an Expert shall 

immediately cease to bo referable to arbitration under the relevant 

section of tho Contract. 

3?.    Subject to tho previous paragraph,  any disputo which may arise between 

the Purchaser and the Contractor out of or in connection with the Contract 

«hall be referred to arbitration in accordance with the provisions of the 

Contract.    The Contract may call for the arbitration to be administered by 

any Court of Arbitration in the world.    There are several of the latter, 

but it is important that the country specified for arbitration has signed 

the 1958 New York Convention on the Beciprocity of âiforooment of Arbitration 

Awards;    this has been signed by 30 countries.    There are nomo countries, 

for example Iraq, where only local arbitration is legally enforceable. 

33.    Two of the best known Courts of Arbitration are (i) that set up in 

Paris by The International Chamber of Gommerò«, and (it) the Court of 

Arbitration set up in 1883 by the Corporation of London)    the latter 

specialises in technical arbitration.    There is a tendency for arbitration 

to take too long to come to Court;    twelve weeks has been inoluded as the 

maximum period before commencing the work of arbitration at the London Court, 

in one reoent large process plant Contract.    So far as delays are concern d, 

a distinction requires to be made between willing reference by the parties 

to arbitration and oases where a party deliberately sets out to procrastinate» 

In the former cose delays are minimal,  in the latter oase delays oan be very 

long (unless provision is made in the Contract) and both Courts and 

Arbitrators find this situation difficult to oops with. 
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34.    At the Ninth Meeting of the United Nations Commission on International 

Trade Law, UNCITitAL, a recommended set of arbitration rulos was adopted. 

These require that the parties to a Contract (or a dispute): 

(i)      name tho authority which (a) appoints the Arbitrators 
and (u) is responsible for administering the arbitration} 

(ii) decide on whether one or throe Arbitrators shall be used) 

(iii) name the place of arbitration) 

(iv) state the Law applicable to the arbitration; 

(v) state the language to be used. 

3^>.    The arbitration award is normally final and subject to no appeal) 

but there may bo a differotica or situation in some oases depending on the 

law applicatalo.    In addition the award deals with the question of the 

costs of arbitration and all matters resulting therefrom. 

Insurance during riant construction 

36.    Almost all Contracts  for fortilizar plants have clauses requiring the 

Contractor to take out insurance policies of an »appropriate kind'.    Ait 

the dotailB are often not spelled out,  it being left to tho Contractor to 

recommend exactly what should be done and to agree it with the Purchaser. 

The latter,  and all sub-contractors, are joined in the policy with the 

Contractor himself.    A review of present practice in regard to insurance 

during plant oonstruction is in the Model Form of Contract  for Process Plants! 

suitable for reimbursable contracts in" the United Kingdom (pages ?.?-2l), 

37»    The insurance normally covers the following» 

(i)      the replacement value of the plant and materials against 
loss or damage up to the time of take-over by the Purchaser 
and also during the defects-liability period) 

(ii)    loss of damage to property of the Purchaser and all third 
parties; 

(iii) liability in respeet of death or personal injury to any 
person, arising out of or in connection with the performance 
or the Contract) 

(iv)    transport of equipment and other materials to the construction 
site. 

38.    The Contract requires the Contractor to give certified copies of the 

insurance roii0iM oovering the above, and any other aspects agreed between 

the two parties, to the Purchaser. 
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39*    Th« Contract often requires that the mnuranoe shall be placed with 

an Insurance Company located in the country in which the plant is to be 

built,  sometimes this i a i\ requirement of the law of th« country concerned* 

¿JO*     In insurance matters the Contractor is required to net, not only on his 

own behalf, but also as an agent of the Purchaser and all sub-contractors« 

Tili« includes any claims made under the policies, but he is not free to Rive 

any releas« or compromise any claim without the prior approval in writing 

of the Purchaser and sub-contractor concerned*    It is usual to limit the 

liability of the Contractor for loss of, or damage to, the property of the 

Purchaser,  other than the plant and materials which are the subject of the 

Contract.    A typical maximum liability is 15 million or suoh ot,her sum as 

may be agreed between the two parties in respect of any one incident* 

41«    The Contract or's usual procedure io to take out an All-Rises Policy 

covering damage to the plant during the construction and defects-liability 

period.    The sum paid by the Insurance Company normally covers only the 

costs of the repair and does not cover the consequential losses arising 

from the delay to the commissioning of the plant.    :3ome Companies, however, 

are prepared to cover the consequential loss on payment of the additional 

premium provided that the delay to commissioning arises from a defined 

insurable accident* 

42.    The Performance Bond, mentioned above, gives a further safeguard to 

the Purchaser in regard to the due execution and proper performance of the 

Contract}    it is valid from the day of issue until the completion of the 

Contractor's obligations and guarantees under the Contraot. 

43«    Another form of insurance which must be mentioned in this Section is 

o redit insurance, usually used for export contracts.    The demand for credit 

insurance has increased recently because of the world recession, unsettled 

trading conditions and the increase in the number of insolvencies.    Not only 

is export eredit insurance increasing in volume today out it is undergoing 

a number of changes.    These are associated with the increasing sise of 

export contracts (for example,  the minimum viable scale of ammonia plants 

and   hosphoric acid plants has been steadily going up) and the impact of 

heavy underwriting losses due to inflation.    The larger risks involved have 

o re at ed an increased demand for various types of bonds, guarantees and 

indemnities at a time when inflation and the larger scale of operations 

has made the provision of bonds more difficult to arrange.    Again,  o redit 

insurance is given to the Contractor only, and does not benefit the Purchaser, 

with whom we are primarily concerned in  thin paper. 
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44.    Moat Contracts hive a clause de&ignod to limit tho liability of tho 

Contractor and thio is mainly e noe med with rospontiiotlity Tor payments 

in respect or consequential loss and in rospoct of tho ua«» of don: ens eto. 

which have boon opocificail.y requested by tho Purchaser. 

"frrort Prodi t Inaurante, and (luarantota 

/V).    Moat  industrialised countries have a government department which will 

guarantee exporting companion against various riskr annod ited with 

contmunting plante overneati.    The main riakn covered include (i)  the 

inrolvenc.v of the Purchaser in the overn<ïiB country (ii)  tho Purchai'or^a 

failure to pay in accordance with the Gontmot (lii) government action 

preventing or delaying the transfer of payment in the currency stipulated 

in the Contrant (iv) war,  revolution or civil disturbance involving tho 

Purchaser*a country. 

46. The government department concernod normally works with a set of ruler 

which require (a)   the Contractor to retain some internst in the transaction, 

normally therefore it covers only 90-95?/ of the looses urinine from the 

risks listed}    (b) it to provide its inaurane« at tho lowest poeoible prioea 

consistent with operating on a non-prof it making, and aometimec «ubnidiaed, 

oasis.    The premium raten naturally vary in accordane« with tho nature, 

extent and duration of the expeoted risks in the market concerned.    Most 

supplier companies and Contractors include the cost of the premium in their 

quotation. 

47. These government export credit guarantee departments have given a great 

deal of security (and the ability to obtain finance) to exporters,  and have 

been in existence for very many year«.    The British department was aot up in 

48. The export Credit Schemes of all  countries (as opposed to tho Aid Winds) 

have regard to the national interest of their own country,  in that the pre- 

tention they give is to the exporter.    The developing countrten appreciate 

this and are asking for arrangements t> protect the buyer, an aspoet with 

which this paper is particularly concerned. 

¿»at. 
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in. TUB ¿XTSNT TO WHICH UDS3SQUiamAL L033ES KM OÛVilMD 

The contractual liability of the supplier 

49«     A well-drawn-up Contract,   to^other with a Performance íiund  l'or at 

leaöt  1U,   oi' the value o\' the Contract,  will   protect  the  Purchaser 

against almost all  eventualities but one durine the construction of the 

plant and  the defects-liability period, uaually 11' months.    The exception 

ia the   financial  loas ariamo from loss of production and which  La  the 

subject of Contractor's liability  limitation as de:;orineu  in paragraph 

44 above,     ¡Aron  thin in the nubjoct  of nomo protection because the nonaJ t.y 

clausen covering latenonc and  failure of the plant  tu  reach ita ritod 

capacity will  provide liquidated damasco to compensate the  Purchaser, 

to Rome extent,   for  the  lorjr: of production  \'or a period, 

,jU,    'fho  administrative difficulties aarociated with  inaurine arainnt 

consequential  loss are serious and they mainly anno    rom  the probi OMO   'f 

(i J  quantifying loaa and (ii)   establishin/T cau^e and  resporaibiJity. 

M.    The   firot nrobiern,   quantifying: the loan,   ifs  the loar;  nerioua and it 

is usually  noaaible  for the Contractor and Purchaser to come to som*1 a/roo- 

ment concerning the marciitude o\' the loss in a particilar cane.    For 

example  if a plant  doers not  produce,   the Parchan or in often forced to m<ake 

¡pjoá the production  loan by purchases or, the open rrurket.     He murrt have 

these floods  for retaining hin customers and/or for une as   feedstooka  for 

hin downstream plants.     The value    f the conaequential   lona can therefore 

be quanti fied (putting it aimply) an tho coat of the boutfht-in producto 

minus the  aavin&s of  raw materials,  utilition etc.   arising from not  running 

the damaged plant.     Sven if the ma^rnitude of the Ions can be identified in 

this way,  the insurance company conoemod still  has the problem of trying 

to quantify tho  ri ok,   before tho event,   in ordei   to arrive at a fair rate 

of premium.    The insurers cannot jud^e how lon^ the plant ia likely to bo out 

oi' action nor if the daily loas of output will be  100$ or a lower figure» 

The problem of estimating tho riak in one reaoon deterring insurers from 

providing thio kind of cover. 

|>2.    The second main problem,  establishing the cause and responsibility 

for Che loss,  is difficult because the cause is seldom clear-cut and there 

is frequently a divided   responsibility.    Por example corrosion of a key 

item of plant,  which often takes a year or two to show up, may be due to 

faulty de3ign or second-grade matorials of oonttructich installed by the 

Contractor or due to inexperienced or sub-standard plant operation over a 



-17- 

lonc period by the Purchaser.    3aoh party knows where to place the blame! 

Arbitration will norma 1/ be required,    ¡fren though the Contractor does his 

beat to limit his liability there are occasional instance« of incompetence 

and neßlisenoe and in many of these cases tho insurers and/or the Contractor 

have compensated tho Purchaser in whole or in part.    It Bel dorn pays an 

insurance company or a Surety Company to see a customer fro out of business 

and a loan of some kind can usually be arranged. 

i>3.    In certain caaes insurers will próvido some decree of cover against 

consequential loss up to a fixed amount.    This is when it arises as a 

consequence of an insu rabia acó i dent suoh as fire or earthquake.    Similarly 

it is posible to obtain nonsequential losa insurance up to a fixed amount 

whon the Use is due to the failure of a specific item of equipment (o.g. a 

compressor) when there is adequate experience of the likelihood of breakdown 
of the item concerned. 

The prospect:: for wrovidirur consequential loas insuranoe 

i4.    We find that all commercial insurance and Surety Companies have given 

considerable thought to this matter and would like to find a way to provide 

it.    The difficulties are recognized, however, and the central problem in 

their view is how to juuVre the risk in individual cases. 

!i%    There will be a problem in establishing the cause and responsibility 

for the occurrence leadin   to consequential loss.    One of the difficulties 

lies in isolating tho risks which are presently insurable from those which 

are not.    The reoent experience of commercial insurance companies in the 

field of insuring jumbo projects is that it is essential,  in order to gain 

acceptance in the market,  that the new forms of cover shall be a logical 

development of those already in existenoe, and that the traditional principles 

of insurance shall continue to apply.    In umani,  therefore, it is possible 

today to insure a Contractor against his liability for damage, material or 

otherwise, which he causos to the Purchaser.    The perils insured against 

should be, as far as possible, accidental or unforeseeable,  such as fire or 
earthquake. 

!>6.    But it is not possible to insure the Purchaser against the losses he 

suffers due to his own inabilities.    Commercial insurance companies at 

present take the reasonable view that losses suffered by the Purchaser as 
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a result oj" his own in :omfotenae in operating the plant,  or or the 

largely foreoeeabln and inevitable failure oí' and inactequ'vuöa o ' local 

inf'raatructurp,  Buch as nower supplies and feedstocks,  muet be  fundamental 1 y 

uninsurable in accordance with normal insurance practice. 

'il.    Paragraphs   l.¡-.¡'j of the Hoport of the Virai Commi tation Meeting 

deooribe the Lour ma.ior roaaons for tuo low operational efficiencies anu 

oapaoity utilization in fertilizer plants set up in developing countries. 

Of theso four reasons l'aulty plant design can be regarded as an insurable 

proposition but, according to present insurance practico, not those 

problems arising from inadequate infrnutmature,   faulty maintenance or 
market constraintn. 

'/>.    Tho louder demands for connoquontial  Ions insurance arise at a time 

when projects are increasing in niao,  inflation is increasing tho amounts 

if cover requiring to be  foun't,   Performance Bonds percentages i"e steadily 

rising and the incroanin" p-onor+ion or fertilizer pianti? being built in 

developing coun'riarr increaser tho variety o? rinks being faced by the 

older-established underwriters, 

W»    linen considerine the Purcharicr's need for consecpaential Ions insurance 

it in important to differentiate between oonsarjuontinl  loases arising from 

problems during oonstruotion arid thono ari sin/: from problema occurring after 

the end of the contract.    Clearly,  daring construction,  commissioning and 

maintenance the Purchaser has -i better chance of recovering from the 

Contractor.    Onoo the contractual  obligations are complote however,  tho 

Purchaser ir» forced to roly on common law liability and the simple elapsing 

of time will make it more difficult for him to pin responsibility on to the 

Contractor.    And yet the greatest neod for consentient i al  loss insurance 

arises at this time. 

The need L^T a multilateral  insurance scheme to cover consequential losses 

00.    3o «Aat oan be done?    Some commercial Insurance and Surety Company 

Managers feel that both consequential loss insurance and even the conventional 

bonding and insuring of jumbo-sized projects is beginning to outstrip tho 

oapaoity of commercial companies.    Others believe that the commercial com- 

panies in co-operation with tho commercial banks can handle the traffic - 

perhaps with one or more Oovernmentc providing reinsurance facilities for 

tho high risks. 
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ó1.    In Gome countries tho oxport credit guarantee dupartmontn aro now 

will in/* to provide a counter-indemnity to banks which próvido a bond in 

exceso of thoir oustorno r* a normal credit limits of bonding»    It doea not. 

follow that,  even with (îovemmont support,  a Gon' ractor in alwayn wine 

to bid for tho laxv'eot contracts having regard to hiu obligations in tornir 

of penalties»    Large contracte can involve major loeoos,  including penalties, 

and insurance protection can be difficult to obtain. 

u?,    \ numb or of Bohemos are ponaiblo and two of tho moro  promising onen 

are tho following! - 

(i)      a multilateral ugonoy involving iîovornrrents which name 
authorities nugr:ost aliould onorato on /iorJd Bank linen. 
This agency would reçoive request«  for insurance cover 
or bondi »if oV projects which aro outside  the prencnt 
ooopo o:' the commercial companion;     convoquent i al   lone 
insurance in  narticular.    Tho .agency w>uld la./ down the 
format in which tho request must come  forward and wjuid 
havo a staff of technical and insurance  specialista 
experienced in aasocsin,» the risks.    Tho  inaurando would 
bo of'orod at a fair rato,  and if dent rabio,   nax't or all 
would oe rc-insured with commercial  Underwrite•. 
Compensation would be paid when liability is established 
to tho satisfaction of tho agency or by tho nroces3 of 
arbitration. 

(i*)    A second possibility io a multilateral  agency staffed 
by porDonnol   who are experienced in the  fertiliser 
industry and by those experienced  in i-isk  anal ./sin« 
An agency run on these linen would advise commercial 
concoma who now would affect the in sume o with a 
aould knowledge of the risks involvod, 

t>i.    The first possibility iß regarded favow-ably by those (the majority) 

who believe that projects are now becoming no large,  and riakn BO varied 

that oo-operation between Qovemmonte and commercial  organizations ia 

becoming essential.    An mentioned in pera. 30 Ooverument to Oovemment bondinf 

may develop and oven Grovornment to Government contracting for the largest 

projecta.    The first poanibiiity is also favoured oy thoso who believe 

that insurance in th ¡ conventional, commercial  sonso will  not really pro- 

vide the consequential  loan cover we seek.    Hot oven iJovernment3 will offer 

reinsurance against certain loss, although they may well offer aid. 

_^ 
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óU    Thono i e  i'wo'ir of   the accon-i panni bili ty are the pundita who 

oolieve that tho  first  possibility would talc«   far too ìanp io brine 

into beim;.    They also  point  out  that  tho wide diversity or' innrrtry 

would need -i lar;*« ory-anization;    indeod,  it   has been m^-ented that 

it   Ejhould  oo a major aim of the  World flank. 

6';.    Thin  report  in not  .in end  in i »»elf,  itn main ''unction ia to net 

out an  imnovtant part of the o.aok.-'rounrt Tf-alnnt  which tho tor« in-; droup 

muni work.    Tho iJroup han the   rcoponnibility,   through thu infidi» Son rotar-i at, 

of i:\nkinr,  finn roconmendationu to the Second Consultation Mentina on tho 

ii'ortiHr'o-  fntJmjtp.v.    Theoc  reoomnondationn muat be  related  to   ihn oonotm« 

expre.eed «t the Pirtt Consultation Meeting.    It it expected that tht reoomieen- 

fiation involving- a proposal  for establishing a multilateral  insurance 

scheme atfainot oo laequantial  loases will ijive rio« to the larfjeot probi«»«. 

6ó#    Airi m* the course of preparing thiu report personal diacussions have 

taken placo in six countries with three professional  organization* 

reprenant in'? ontfinoera,   thron  .;onnultan .y companies corco «ned with 

l'orti lizer plauts and the  provi ni on of infant, ruoture,   throe contractons 

exp«riwi"!ed in builiin;;  foHilijior niants,  two organizations concerned 

with arbitration,   four Inaurando and Juroty companion,   representatives 

o>~ two banks an well an  IJlUiJU  *orsonnel  and Hirchauere  f -<m developing 

count rien.    It  in tho majority opinion that tho  fi rot of tho two schemes 

advanced   ':..r providing the oonoorpjential loan insurance han moat promine 

.and could be baaed or aid,  at  loaßt in tho first instance. 

''7.    Such a scheme must on rso account  bo regarded aa a substitute for a 

,*ooi con+ract,  operator and manoy-oment training,  proper infraatructural 

development, a rood spirit of co-operation between the partios and all 

the other essentials mentioned in thiw report.    Above all,  any consequential 

Ions insurance rchemn must not bo operated in such a way an to permit any 

weakening of the sense of responsibilit.y of either the Contractor or the 

Birchaoer which ia crucial   for the mocees of any project.    Too soft an 

insurance cushion will not be in the beat interests of either party- 

there is normally no merit  in any procedure which dilutes the will  to 

achieve the primary objective - which must be to get the plant working 

well at the earliest possible timo. 
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»•   »m Maar Mita p ffff¡m« 

•jñ.    4s pointed out above, mamy of the difficult!«« encountered 

can bo eliminated or mi  imÍ3od u:r the  Purchaser ohoosin.;- a .rood Contmotor, 

adopting a   ;ood Contract and,   i,' nocensary,   cn,-:ar;in^ a ¿jood Consultant. 

Building a laivro  I'ortiliaor plant is a vor;/ :;nociaiised business and BO 

ic tho curryin.'T Jut  of the  feasibility otudio.c,   the preparation of the 

Invitation tu Rid,  tho choice of Contracto  ,   tho monitoring n; tho 

construction and or tho cornmisnioninr:,  ali  o ' which arc or ton included 

in tho wor!; or tho don oui tant.    Thoro in no   ioubt  thc-t,  un toon tho 

Purohaaor uao ataf who are competent and  ¡"roo to do tho work,  the use 

oi' Rooà indo non J ont  Consultante* will  be a bettor investment  than   'ailing 

to use  Consultantn and invest in,; tha money in insurance, 

o¡>.    A i;ood Contract,   baaed l'or example on tho modele quoted «beve 

and incorporât'ir.?, adorniate penaltis»,  but not  no severe an to datar the 

better Contractor::  from tendering,  v/ill ?«ive sat in factory covar duriiv; 

the construction o:1 defects-liability period;     particularly when combinai 

with a Performance Ilond  for at   i oast   10,   o." tho Contract value,     it mai 

alao bo  reoo: ni ¿od that  tho eacc of obtain irr; bon lin,;,   and itg ooot whi-h 

ultimately falls on tho  Purchaser,  depends on the  Bank or Surety Company»o 

view oí" the Contract  and tho consultancy nafo;-uardo. 

70. The magnitude or some of  the hi^he" forocaatn of tho nunborc of lar^e 

fertiliser plante to bo built  in tho next twenty yearn or BO rairan tha 

cuestión as to whether or not  the world capacity of plant  contractors 

will be adornato to fulfil  the    erruirernont.     Tt is pusoihle that the 

fertilizer plant contract in»-: businenn will  b»oomo a aollera» market and 

hence make it more difficult   for rjumhauers to impose Tor their own 

protection pome of the desirable contract conditions,   for oxample 

rei at in/; to bonds and penalties. 

71. For comnanieo without wide experience of  fertiliser manufacturo it is " 

deairabte to include in the Contract, or in allied arrangements, provision 

for all or sot» o'' tho following:- 

(i)      training courses,  both basto and in operation and 
maintenance of a plant 3imilar to the one being 
constructed) 
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(ii)     :\ rr^na, rament  con tract  to run   tho nlart   l'or a limited 
numbor of ye.-i.rQ after rtart-up.    oworal food  I'innr 
with lon,<: p-rnenwo u'1   fertiliser manufacture offer 
thesu -ioni-mats.     The  contract   urra/v*omontn aro quito 
flexi »lo and nan  no   tailored  to nuit  individ.ial   cane«. 
Tlipy can be linked  I,,  t mining mourner and ar-an,;od 
to run down in  local   n^i-üonnol   bocomo ir\r.¡r>ar>in^'íy 
erfüinped  tu take uvcrj 

(iii)  a min tenant conimi  to ooivicc tho more important 
items o," crfiiinmonl,;     thin nino can bo linked  to on-the- 
job t. min in;:. 

Y;'.    P"ovinion o • contracte  l'or all  or norm? of the nbovp P"otcatr> the 

interiniti o,' the  PUrchanor beoaunn thoy onmu-o,   as  far an ìB nonnibie, 

that the niant will  he weli-rm  and v-ull-maintained in tho early .yearn 

of itjs Ji.'n :4r,d thet-oforo output,   rruiiH + .y and matonaln effiaionoien 

will   l>o twttnfacto /y,    Similari."  tho interests 01' tho Contractor arc 

protected b«oauso t-o plant  in lone ]1koly to be riamici by inexperienced 
crt'UY. 

7 k      'Jxr»urionco ha::  nhown  that („.an arment  and maintonan-c contractu 

ure bent not awarded to tho niant  Hconuur or builder i;'  the covorinr^un 

oí'  faulte in to uo completely avoided.    It in bent oven to avoid a^ran/rirt." 

thoso contracts with  firmo  from  tho same country ac the lio9n3or or 

builder. 

7u    Many projects involve much more than the straightforward construction 

oí a fertiliser plant.    For example,  plants to produce phosphoric? aoid and 

phosphate fertilizer intermediates are frequently linked with up-¡tream 

mininr and benefication operati-in» for phosphate  rock,   the provini <m of 

utilities,   docks,   roadn etc.  and with downntrcam arrangementn   for effluent 

dinnoral and   for sales and distribution.     Contractors for building fertilizer 

niants are often not  experienced to help the Purchaser in nome oí   these 

matters and experienced impartial   help is   required.    Consultants specialising 

in every »spent of the overall  projet are available to ,:\V9 help which is 

Tuite independent of licensors,   contractors, marketing comnanies,  etc. 

7%    As has been indicated before,   a well-presented,  well-sanded    reject 

based on ¿:ood and detailed contract arrangements,  with  full  ancillary 

contracts for training,  maniement etc. will have the beat uhance of 

receiving: loan finance and obtaining bonding at the lowest ojst in addition 

to having the best chance of providing a trouble-free niant. 
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mm OF LgTflB OF QUAi 

Tot    Tht Ornarmi Orfani tat i on for 

Star Sin« 

Kith rafaranoa to tha Tan dar of ftaasr«.......  

in oanitaotion with tht adjudication of tanda» for a plant for 

tht produotion of phosphoric aoid, «to. at  

vt hartby undartaka to hold at your disposal, aa a Ttndtr Bond, 
frat of intartat and pay ab la in oaah on your fi rat dastand, and 
notwithatandin* any contattation by tht Tandarar or any third 
party» tha aun of 

This lattar of Ouarantaa ia valid until tha Ttndtr ia 
finally   acidad upon, and, in tha avant of all or part of tha 

Tandar bain« aooapttd, until auoh tina aa tha Tandarar anali 

provida a paouniary guarantaa for tha propar parfomanoa aa »ay 
ha raqui rad by you, but it will, in any oaaa, aspira on tha 

3hould wa itoti vt no claim fro« you by that data, our 
liability will oaaaa »ipao faoto* and tha prtaant lattar of 
guarantaa will dtfinitaly baooaa null and void. 

Plaaaa ratura to ut tàla lattar of fuarantat on aipiry data, 
for oanoallation. 

..«........*.......•.. 

(IOK) 
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STANCAMO rOtM 24 
/UNI    IPÍ4   fOMION 

«NfP*l   SCPVICtS   »DKINIStMTlOl 
Mo HOC   no  (4i cu, i -1 a «o i 

BIO BONO 
(Sit l»ilr//,lion< nti rinnt) 

14-101 

P»tNCIPAl   f / ,g,il Hiime .mit bif'iNrn uMrti,) 

ANNEX 13 

MwmilHl (N*mt étti kmimtu *4d„„) 

OAH  ÍOND IMCUTtO r.M».< ...,/ Ac /,,,„ 

TVPf  Of   ORGANIZATION (•   \     „»,/ 

D or' INDIVIDUAI 
UNI 
NTimE 

LI  PAITNE«SHIP 

Dec COPPOPATION 
STATI   Of   INCOPPOIAHON 

MtCINT 
OP HO 
UIC I 

«NM SUM Of »OND 

AMOUNT  NOT   TO HCIID 

KHLION S) THOUSAND^, MUN0«tD|i) CENTS 

MO DATI 

'Of ((»mlrmctnn. 
Suppliti »r Strinili 

HD IDtNTIHCATIQN 
INVITATION NO 

TM CONDITION OF THIS OBL.GAT.ON IS SUCH. ,ha, wh,re„ ,he Principa, ha, ,„hmi„,d ,he bid .den.ified 

ÜSüd'.!!1.^^*^ 'Í ,h" PrinciPal' M',on •««P««"ce by ih« Gov.rnmen« of hi, bid identified above   within .he 

Toid'.nJ o/noC,Xf PrOCU,Ì- *' •k WhiCh ""«" «*«""• " "» ¿ ^.^ü'Xín iTC; 

ffí.LS.17f',"CU,Ín* *" V"«'"««"«^"^ „re., th., it, oblig.tion .hall no, be impaired bv any ex,en,i„n(,l 

;r. ofXtid""noí mort ,hin ,u,y (60) c,,'n<,i'diy*in •*•«*« - •* i»»w ¿¡«i-ÎHy îiowTT *:,:;<£ 

¡ïiïïï 2Ä' *" PrÍnCÍPal "- SUWy(iM) hW •—«d «h" bW **• «- "'" a«,.d .heir ..... 

t<t»«*v>«l) 

Nnntdlt 
'"««•I 
n,ftji 

HP) 
n*pfj> 

PAMP a 
A*ir»M 

tifltPfe'Xtl 

MlNCtfAl 

Huh (St*/> 

«MOtVIOUAl  »UMTKS 

Corpor,tlt 
St«l 

1 

(S*ti) (Stub 

COtKXUTt SUMTY(itS) 
ITATI  Of INC tIAMIIr  LIMIT 

C»ipur,n, 



•w^w 

«drfri'.t 

Nam*;»} a 
T.ll.(»l 

11 >!'•''> 

Addrfll 

$IOrntk,rr(%| 

Named ¡ A 
t.tii'di 

(I </..,/1 

Sionotuf»(»l 

tillsl») 

J'Onaluuli) 

Nomct] I 
ti«»|») 

(hf>r,h 

Nan» * 
Atfdrtll 

liana)uf*(i| 

Nantit   1 
»rllt(.) 

t'hfirt/) 

AM,»» 

i>r <">"»( M 

Nom.(tl i 
tutolll 

í 7 lA«/ ' 
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CCHPOIIAU   SUHClYjttSl  (Ccnhnued) 

»All Of INC UAtlLItT ItAMt 

»All   Of   INC UAHII» LMMT 

It ATI 0»  INC HAWITY IIAMT 

ItATI Ol   INC UAUUTY LIMIT 

Snv/ 

Cupu-ale 
Stmt 

C»rp»r,tlt 
Saw/ 

HAU or iNC tIAllllTV   LIMIT 

ITATI Ol INC ilAIIUTY  LIMIT 

StW 

C»rp*niir 
St.,/ 

C*rpnr,ilt 
Stmt 

INSTRUCTIONS 
I. This form is authorised for use whenever a bid 

guar*nty is required in connection «ich construction 
work or the furnishing of supplies or services. There 
(hall be no deviation from this form without approval by 
the Administrator of General Services. 

I. The full legal name and business address of the 
Principal shall be inserted in the space desisted "Prin- 
cipal" on the face of this form. The bond shall be 
tinned by an authorized person. Where such person is 
lignine, in a representative rapacity (e.g.. an attorney-in- 
fici), hut it not a memhrr of the firm, partnership, or 
Joint venture, or an officer of the corporation involved, 
evidence of hit authority must he furnished. 

J. The penal turn of the bond may be expressed at a 
percentage of the bid price if desired. In such caset, a 
maximum dollar limitation may be stipulated (e.g., 10% 
of the bid price but the amount not to exceed  
dollars). 

4. (1) Corporations executing the bond as sureties 
muti be among those appearing on the Treasury Depart- 
ment's list of approved turetiet and mutt be acting within 

• v t ••»tinnì«! muni 

the limitations set forth therein. Where more than a 
single corporate surety it involved, their namet and ad- 
dresses (city and State) shall be inserted in the spaces 
(Surety A, Surety B. etc.) headed "CORPORATI SUR- 
ETY(IES)", and in the space designated SURETY(ltS)" 
on the face of this form only the letter identification of 
the Suretiet shall be inserted. 

(b) Where individual sureties execute the bond, they 
shall be two or more responsible persons. A completed 
Affidasi! of Individual Surety (Standard Form 2»), for 
each individual surety, shall accompany the bond. Such 
sureties may be required to furnish additional substanti- 
ating information concerning their assets and financial 
capability as the Government may require. 

3. Corporations executing the bond thall affix their 
corporate seals. Individuals shall execute the bond op. 
polite the word "Seal"; and, if executed in Maine or New 
Hampshire, thall alto affix an adhe^ve seal. 

6. The name of each person signing thit bid bond 
should be typed in the tpace provided. 

MWr«|    ISMM-WI-Ha-llt 
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AKKSX C 

SURETY COMPANY 

1Y THIS BOOT», Wt, 

registered offie» Is at 

Count/ of 

80WTY COUPAIT, of 

(hereinafter cullo«  -the Surety")  are hold and finely bound 

• whose 
is the 

(hereinafter calltd »the Contractor") and 

«ate 

tl Ik» ova of 
(hereinafter «ol loé "the Employer") 

for tbo payment of which tun tho Contraotor and tho Suroty bind themselves 

thoir sueeosior» as« assigns Jointly «a« severally by that« presents. 

«ita our respective seals and dato« thit 

117 
day of 

1HEMAB tao Cor tractor by an Agreement am«« between tho taployor of tbo 

oao part and tho Contraotor of tho othor part has oatorod Into a Contract 

(hereinafter eallod "tho said Contract") for tho com truc ti on and eoa. 

plotlon of tho Works and maintenance of tho Permanent Worki aa thoroia 

meatioaed is oonforaity with tho provinone of tho laid Contraet. 

•Of TBI COfDITIOI of tho above-written load ia aneti that if tho Contraotor 
•hall duly porfora and observe all tho tonas, provisions, conditions ad 
stipulations of tho said Contraot on tho Contractor's part to ho porfora id 
and observed aeoordlnf to tho true purport intent and «caning thoroof or 
if on do fault by the Contraotor tho Surety shall satisfy and disoharro 
tho damages sustained by tho lap loyer thereby up to the aaount of t 
abovo-wrltton Bond then this obligation shall be null and void but othe 
wise shall bo and remain in full force aad effect but no alteration in 
tomo of the aaid Contraot made by agreement between tho Employer and the 
Contractor or in the extent or nature of the works to be constructed 
completed and maintained thereunder and no allowance of time by the 
laployor or tho Engineer under the said Contraet nor any forbearance er 
forgiveness in or in respeot of any matter or thing concerning the said 
Contract on the part of tho Employer or the said Engineer shall in any 
way release the Surety from any liability under the abovo-wrltton lend* 

The Comjaon tool of 

was hereunto affixed 
ia tao présence ofi 

The Common Seal of 

ÌOTHTT COUPAIT 

was hereunto affixed 

la tao presence of: 





t 




