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PREFACE 

The Li .. Declaration and Plan of Action on Industrial Development and 
Co-operation. adopted al the Second General Conference of the United ••lions 
Industrial Developaenl Organization (UlllDO>. held in Barch 1975 0 rec011mended 
that UllIDO should include among its activities a srstea of continuing consul­
tations between developed and developing countries with the object of raising 
the developing countries' share in world industrial output through increased 
international co-operation.* 

The General AssellblJ, in its resolution 3362 {S-YII) of 16 September 1975 0 

decided that the srstea of Consultations called for bf the Liaa Declaration 
and Plan of Action on Industrial Development and Co-opet~~ioo should be 
established at the global. regional. interregional and sectoral levels** and 
that UllIDO. at the request of the countries concerned. should provide a forua 
for the negotiation of agree11ents in the field of industrr between developed 
and developing countries and among developing countries theas~l.ves. 

The First Consultation on the Fertilizer lodustrr was convened at Vienna 
from 17 to 21 Januarr 1977. and rec011mended ~bat Ult~DO should exaaine contract 
procedure~ intended to ensure the successful construction and operation of 
fertilizer plants.*** 

The Second Consultation Keeting on the Ferli~izer Industry was convened at 
Innsbruck. Austria, frOll 6 to 10 November 1978, and exaained the progress aade 
bJ Ull1JX) in preparing four types of llOdel foras of contract along with general 
guidelines for their use. It was rec011mended that UlllDO should continue to wort 
on preparing four types of llOdel foras of contract, and present final drafts of 
the llOdel fonas of turnkey 11111(>-swa and cost-reiabursable contract to the next 
Consultation meeting.*~** 

The Third Consultation on the Fertilizer lndustrr was convened at 
Sao Paulo. Brazil. from 29 September to 2 Octobe~ 1980 0 and exaained the final 
drafts of the UlllDO Sldel f ~r115 of turnter 11111(>-sua and cost-reiabursable 
contract. 

Since the final drafts of both model foras of contract could not be 
approved at the Third Consultation, it was rec011mended that an international 
group of experts should be conv•>ned bJ UlllDO to C011Plete the exaaination of 
both model foras of CClotract. The ezperts should be selected bJ UlllDO frOll 
developed and developing countries, with due regard to an equitable 

*Report of the Second General Conferepce of the United •ations Industrial 
Develop111nt Organization (ID/COllF.3/31), chap. IV, "Liaa Declaration and Plan 
of .Action on Industrial Cevelopaent and Co-operation", para. 66. 

**Official lecords of the c;.neral Asselbl1. Sevegth Special Session. 
Suppl ... nt •o. 1, section IV, para. 3. 

***See "Report of the First Consultation Keeling on the Fert~lizer IndustrJ, 
Vienna, 17-21 JanuarJ 1977" (IC/VG.242/&/Kev.1), paras. 39 and 64. 

****See £!port of the lecopd contultatiop lfetipg op tbe Fertilizer Ipdu1tr1. 
Ipp1bruck. Austria. 6-10 •oytab!r 1~ <ID/221), paras. 14-16 and 89-94. 



geographical distribution. The group of experts should finalize both aodel 
foras of contract; in cases of disagreement on specific clauses. the various 
alternatives should be presented and given equal weight.* 

The experts aet at Vienna twice. froa 23 February to 6 Barch 1981 and 
froa 4 to 6 Bay 1981. and finally COllpleted the texts of both aodel foras of 
contract. 

In pursuance of the recOllllendations of the Second Consultation. second 
drafts of the UllIDO 110del fora of se11i-turnkey contract and of a licensing and 
engineering services agree.ent for the construction of a fertilizer plant were 
prepared. The aodel fora of se11i-turnkey contract was drafted taking into 
account the negotiated positions of the parties reflected in the 110del foras 
of turnkey luap-sua and cost-reiabursable contract. The licensing agree.ent 
was prepared considering the negotiated positions reflected in a siailar aodel 
agreement on the petrochetaical industry. 

*See Report of the Third Consultation on the Fertilizer lndustr1. 
Sao Paulo. Brazil. 29 S~?teaber-2 October 1980 (ID/260>. paras. 2 and 16-22. 
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IllTRODUCTION 

An expert group aeeting convened at Bangkok in JulJ 1975. as part of the 
UlllDO/lconoaic and Social Commission for Asia and the Pacific (ESCAP) prioritJ 
project on regional co-operation in the ESCAP region in ch89ical fertilizer 
production and distribution. recommended that general guidelines should be 
prepared for the foraulation of contracts for fertilizer plants. 

The First Consultation Keeling on the Fertilizer Industrr. held in 
JanuarJ 1977 1 agreed that the work done bJ UlllDO on llOdel contracts would be 
of interest to aanJ countries, particularlJ those in the earlJ stages of 
develop11ent. The meeting recommended that UlllDO should continue its 
investigations into alternative foras of contract and suggest guidelines for 
their use bJ the developing countries. 

ConsequentlJ. UlllDO convened a Technical Seainar on Contracting Kethods 
and Insurance Seba.es for Fertilizer and Cbeaical Process Industries at 
Labore. Pakistan. froa 25 to 29 Novellber 1977. !I The S89inar considered 
pre-contracting and contracting methods. guarantees and penalties. arbitration. 
insurance and 110del foras of contract. 

The participants of the Seainar stated that the tJpe of contract used bJ 
a countrJ for the construction of a fertilizer or cheaical process plant 
depended on that country's experience and needs in a particular situation. 
Furthermore, there was a need to ensure that contracts would be impleaented in 
~ spirit of co-operation betwe~n the purchaser and the contracto~. 

The participants found that the model foras of contract that currenlly 
existed were not entirelJ suitable for aeeting the requireaents of developing 
countries for the construction of fertilizer and chemical processing plants. 
and significant changes would have to be incorporated before they could be 
adopted for comaon use. In ord9r to protect the interests of both the 
purchaser and the contractor in entering into a contract. it was necestar1 
that certain fundamental technical. legal and ~ontractual safeguards should be 
aaintained for th~ir autual protection. The participants therefore propo~ed 
that UlllDO should develop 110del forms of contract. 

An appraisal of contracts for fertilizer and cheaical plants undertaken 
especiallJ in developing countries during the past 10 years reveP.ls fundamer.tal 
weaknesses in contractual and legal terminology, which have worked to the 
detri11ent of both parties. In particular, inadequate use has been made of: 
(a) legal securities available bJ way of bonds and other instruments. which 
aaJ be used to secure the contractor's performance, and (b) suitable technical 
guarantee1 and warranties of the pl~nt and technology. 

As a first step towards the development of model forms of contract, the 
participants identified several areas for particular coverage in appropriat9 
parts of each model fora of contract, and concluded that one of the following 
four trpes of contract would probablJ be used b7 a developing countrr: 
(a) turnter luap-swa; (b) semi-turnkey; (c) cost-rei~bursable; a&d (d) supply 
of tnow-how lnd engineering services. 

!I For the raport of the meeting, see IDIWG.259/26/Rov.2. 
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Ia order to guide and assist users of the 90del foras of contract in 
appl~ing them to contract negotiations, it was considered that UllIDO should 
prepare guidelines that would cover pre-contracting practices, preparation of 
techrical specifications and scope of wort, and an explanatorJ comaentarJ on 
the principle clauses of the model foras ~f contract, together with a 
description of recOlllllended additional arrangeaents, both within and outside 
the contract, to cover training of local petsonnel required bJ inexperienced 
plant operators. 

To i11Plement the rec01111endations, UlllDO requested the assistance of 
consultants experienced in the preparation and use of contracts to draft five 
different aodel fot'llS of contract: Cai turnteJ la11p-sua; (b) setai-turnteJ; 
(c) cost-reimbursable; (d) supplJ of tnow-how and engineering services; and 
(e) supply of tnow-how and engineering services for a nuaber of siailar plants. 

The Working Group of Consultants aet in April, June and August of 1978 to 
discuss the contents of the five aodel foras of contract and adopt a unifora 
approach to their preparation. The consultants recomaended that one aodel 
fora of contract, the cost-reiabursable contract, should be presented to the 
Second Consultation Meeting as the preliainarJ draft of that lJPe of aodel 
contract. A.~ ~actground information, the Second Consultation Keeling should 
be presented with the four other 90del foras of contract, as subaitted to 
UlllDO by the institution or person that bad prepared theta, as well as 
preliainar? draft guidelines for the use of UlllDO llOdel foras of contract for 
the construction of a fertilizer plant. The fertilizer plant in question is a 
specific 8JllDOnia/urea complex, which i~ the one aost widelJ used in developin~ 
countries. 

The five model foras of contract were originallJ drafted following a 
uniform list of 46 main articles and 29 te~bnical annexures. The ~~sential 
differences between these model foras of contract relate to (a) the scope of 
the contractor's wort and responsibilities; (b) the aetbod of paJ118nt; and 
(c) the type of site. 

The Second Consultation Meeting on the Fertilizer Industry, held in 
Noveaber 1978, considered the five model foras of contract prepared by UlllDO. 
The participants agreed to exaaine only the draft cost-reimbursable contract 
(ID/WG.281/12 and Add.I) and set up a working group to discuss it. The 
participants recognized that the draft, as submitted, did not fully late into 
account the points of view of contractors and expressed the opinion that these 
would be valuable in arriving at a final model fora of contract that would be 
acceptable to both purchasers and contractors. 

The Second Consultation Meeting r6~mmaended that UlllDO should continue to 
wort on preparing four types of model foras of contract for the construction 
of a fertilizer plant and present final drafts of the aodel form of: <a> the 
cost-reimbursable contract; and (b) the turnkey luap-sum contract to the Third 
Consultation on the fertilizer Industry. rurtheraore, the final drafts of the 
aodel forms of cost-reimbursable and turnkey luap-sua contract should be 
prepared as follows, UNIDO should: (a) invite c0111Dent1 on the first drafts of 
bot~ contracts; <~> consolidate those cOllll8nt1 and incorporate them as 
appropriate in the revised text of each model fora of contract; Cc) convene an 
expert group meeting comprising representatives of purchasers and contractors 
from dAvAloping and developed countries to consider and finalize the revised 
text of both model forms ~f contract; an~ Cd) ~irculate the final drafts to 
the Governments of member States and present the drafts to the Third 
Consdltation. 
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UlllDO invited written comments on the aodel fcras of turnkey luap-sua and 
cost-reiabursable contract. and revised drafts of both aodel foras of contract 
were then prepared. taking into account those comments and further infonu.l 
discussions vith soae representatives of contractors. 

An Expert Group Meeting on UllIDO Kodel Foras of Contract for Fertilizer 
Plants vas convened at Vienna froa 26 to 30 Noveaber 1979 to consider the 
revised texts and annexures of the second draft of the UlllDO aodel fora of 
cost-reiabursable contract and the first draft of the UllIDO aodel fora of 
turnkey luap-sua contract. ll The participants agreed that. rather than 
discussing the aodel foras of contract article by article. it would be 
appropriate to consider the aain principles en which the aodel foras of 
contract vere based. 

The participants recognized that the aodel foras of contract and 
guidelines for their use being developed by UlllDO could aeet a real need in 
developing countries by improving their stills in contract drafting and 
negotiation. Developing countries would thereby obtain greater contractual 
assurance that the fertilizer plants they purchased would be completed on tiae 
and would operate successfully at near rated capacity producing specification­
grade products. 

The participants recommended that UlllDO should prepare revised drafts of 
the turnteJ lump-sua and cost-reimbursable model forms of contract, taking 
into account conments aade at the meeting, and present them to the Third 
Consultation. Written comments should then be invited and submitted to ~be 
Consultation itself. 

Revised drafts of both model forms of contract were prepared taking into 
account the cOllllllents made by the participants. As recommended, the order of 
the. articles was changed to correspond to the plan of implementing the wort 
and soae articles vere combined. thereby reducing the number of articles to 40. 
Thereafter, UlllDO distributed t~ Governaents the final drafts of both model 
fol'llS of contract and the comDents of an international group of contractors on 
thea. 

The Third Consultation on the Fertilizer Industry, held in Octobe1 ~980, 
examined the revised drafts prepared by UllIDO, namely the third draft of the 
aodel form of cost-reimbursable contract (ID/WG.318/3 and Add.l) and the 
second draft of the model form of turnkeJ lump-sum contract (ID/WG.318/l and 
Add.l), including the cODDents on those drafts prepared by an international 
group of contractors (ID/WG.318/5 an~ ID/W~.318/4 respectively). Although it 
was recognized that the model forms of contract vere realistic documents that 
should be commented upon article by article and approved, the short time 
available for discussion precluded a thorough examination of them at the 
meeting. It was •treed to concentrate on the second draft of the turnkey 
lump-sum contract in a working group set up for that purpose. 

The UNIDO secretariat explained that the model f.orms of contract were 
guidelines that clearly spelt out the obligations of the parties ir a balanced 
way but, as such, they were not legally binding documents for the partids. It 
was recognized that a general contract form was no substitute for a specific 
contract, however the model forms of c~ntract were useful documents for the 
Jeveloping countries because of their comprehensiveness. 

ll For the report of the meeting, see ID/WG.306/4. 
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In considering the turnkey luap-sua contract in detail, agreeaent was 
reached on aany points and auch reconciliation accomplished between the points 
of view of purchaser and contractor. Consequently, a drafting c09llittee was 
set up to redraft the aain proble11 clauses of the aodel fora of contract, 
taking into account the legiti .. te interests of both parties. 

The Third Consultation rec0111Rended that, in finalizing the model foras of 
contract, UllIDO ~~ould adopt the following procedures: 

(a) An international group of experts should be convened by UllIDO to 
complete the exaaination of the UllIDO aodel fo~llS of turnkey luap-sua and 
cost-reiabursable contract. The experts should be selected by UllIDO froa 
developed and developing countries, vith due regard to an equitable 
geographical distribution, and should include the lletlbers of tbe drafting 
com11ittee of the working group on that subject convened at tbe Third 
Consultation; 

(b) The group of experts should finalize tbe aodel for11& of contract; in 
cases of disagreeaent on specific clauses, the various alternatives should be 
presented and given equal weight; 

(c) When publishing the llOdel foras t>f contract, UllIDO should acknowledge 
that they were finalized by an international group of experts. 

An expert group aeeting was convened in Vienna froa 23 l'ebruary to 
6 Karch 1981 to finalize, on behalf of the Third Consultation, the UllIDO 110del 
foras of turnkey lump-sua and cost-reimbursable ccntract for the construction 
of a fertilizer plant. Extensive and constructive discussions between 
participating purchasers and contractors facilitated the finalization of both 
the cost-reimbursable contract, and the pending articles of the turnkey 
lump-sum contract not discussP.d at the Third Consultation, with fewer areas of 
genuine disagreement. 

However, as some articles of the turnkey lump-sum contract discussed at 
t~e Third Consultation required further discussion, in the opinion of several 
participants, the experts agreed that an additional meeting should be held, 
with a smaller participation. Pour participants, of uhoa two were purchasers 
and two contractors, were n01Binated by the experts to coaplete finally both 
110del forms of contract oc their behalf. 

The additional expert group meeting was convene~ at Vienna from 
4 to 6 Kay 1981 to finalize the model forms of contract, after discussing 
the few pending articles and checking the full texts of each model form of 
contract for conformity with the agreements reac~ed between purchasers and 
contractors. 

The UllIDO model forms of turnkey lump-sum and cost-reimbursable contract, 
as finalizod by tbe international group of experts, rearrange the balance 
between obligations, liabilities and financial compensations of traditional 
contracts and tailor it to the special req~ire.aents and problems ot most 
developing countries, in particular, the need fo~ higher built-in safety and 
reliability in fertilizer plants which warrant a COllllensurate liability and 
financial compensation. The areas of disagreement are presented as alternative 
articles, reflecting two schools of thought. The figures without brackets are 
indicative, whereas those in brackets are ne,otiable. The model foras of 
contract, as finalized, are considered to reflect a fair and realistic balance 
between the interests of both parties, and are expected to become practical 
and useful instruments to purchasers and contractors alike. 



The annexures to the llOdel foras of turnkeJ lusp-sua and cost-reillbursable 
contract were brought into line with their respective texts bJ UlllDO, taking 
into account also the needs of field personnel in charge of iap!ementing the 
contracts. The guidelines f~r each llOdel fora of ;ontract ver~ prepared in 
co-operation with the international group of experts and, later, a ... 11 group 
of thea discussed and finalized both sets of guidelines. 

The second draft of the UNIDO llOdel fora of seai-turnteJ contract for the 
construction of a fertilizer plant was prepared taking into account the 
negotiated positions reflected in the turnkeJ 11111P-• .. and cost-reillbursable 
llOdel foras of contract. The obligations, liabilities aad c011pensations of 
the parties in the seai-turnkeJ llOdel fora of contract lie in between and 
largelJ follow the teras of the other two llOdel foras of contract. 

In preparing the fourth and last llOdel fora of contract, the supplJ of know­
how and engineering services, the discussions at the Second Consultation on the 
Petrocheaical IndustrJ, held in June 1981, were taken into consideration, vbicb 
rec01111ended the use of the tera "licensing ag~eement" instead of "licensing 
contract", in order to confora with current practice. }/ This recommendation vas 
also adopted for the fertilizer inaustrJ. 

In general, licensing agreements are ... cb siapler docu.ents than engineering 
contracts. So far, UllIDO has onlJ fullJ discussed engineering contracts for the 
fertilizer industry whilst a licensing agree11ent bas alreadJ been negotiated for 
the petrocbeaical industrJ (UlllDO/PC.50/Rev.l). Therefore, the second draft of 
t.be UllIDO .adel fora of licensing and engineering services agreement for the 
construction of a fertilizer plant vas prepared taking into account the cego­
tiated positions reflected in a siailar licensing agree11ent that was prepared 
for the petrochemical industrJ. 

The annexures to and guidelines for the llOdel foras of seai-turnteJ contract 
and licensing and engineering services agree11ent have been brought into line 
with their respective texts bJ UllIDO. The guidelines have been complemented bJ 
explanations on selecting a suitable .adel fora of contract according to the 
specific conditions of individual developing countries. 

The draft UllIDO model fora of licensing and engineering services agre ... nt 
vas subaitted to the Fourth ~onsultation on the Fertilizer lndustrJ, vbicb was 
held at Nev Delhi froa 23 to 27 JanuarJ 1984. In accordance with a recommen­
dation of that Consultation .. eting, the draft document vas finalized bJ a 
group of experts in JulJ 1984. The present version was edited by the UlllDO 
secretariat and reflects, as far as possible, the views of the experts. 

}/ See Report of the Second eonsultatiop on the Petroch19ical Ipdu1trr. 
IJtapb»l. turk!r. 22-26 Jupe 1981 (ID/273), para. 49. 
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I. GEllERAL GUIOELINES FOR A LICEllSlllG AllD EllGU'EERlllG SERVICKS AGREEllEllT 

The aim of the guidelines is to infora licensees. particularly those in 
developing countries. of the conditions and obligations under which tney shall 
be bound in choosing a licensing and engineering services agreeaent. and the 
safeguards and guarantees that should be sought accordingly in the actual 
negotiation of an agreement. The illustrative articles should not be seen as 
s model fora of contract; both guidelines and illustrative articles are meant 
to provide a basis froa which a fair balance between autual obligatiofis. 
liabilities and financial c011pensation could be achieved by both the parties 
ac~ording to the particular require.ents of 110st developing countries and the 
type of process licensed. 

The guidelines are presented in two parts: 

(a) General guidelines. which give the aain features and obligations of 
the parties under s licensing and engineering services agreement; 

(b) Guidelines for specific illustrati~e articles. which explain both 
the essential aspects of each article and the reasoning behind key clauses in 
the .ore iaportant articles. 

Unlike other industries. such as petrocbeaicals where the know-bow bas 
been developed predoainantly by the aanufacturing companies. or the paper and 
sugar industries where the know-bow bas been developed generally by equipment 
aanufacturing companies. in the f~rtilizer industry the know-bow bas been 
developed aainly by the aanufacturing companies and engineering contr&ctors. 
often working together. In general. the know-bow packages for constructing 
fertilizer plants are available from. or through. engineering contractors. 

Certain countries aay have special probleas and since the fertil;zer 
industry is generally based on petroleua products or natural gas {fr 
nitrogenous fertilizers) and on phosphate rock (for pbospbatic fertilize~s>. 
quality differences in the raw materials require tailor-aade plants. 

Licensing agreements in the fertilizer industry are the exception rather 
than the normal procedure for contracting for the construction of a fertilizer 
plant in a developing country. 

Licensing agreements require that the licensee, starting froa the process 
~now-how package, unJertakes to carry out hiaself. if be bas the necessary 
capability. ~r through an experienced contractor or contractors. the detailed 
engineering. procurement. erection and start-up of the plant. which sbculd 
meet its contractual perfornaance guarantees. Considering the heavy responsi­
bilities that licensing agreements place upon the licensee. these agreements 
should only be entered into by experienced companies in developing countries 
that have substantial engineering and equipment manufacturing capabilitieG, 
and using the services of an experienced contractor for the management of the 
project. 

It should be noted that the experience of the licensee's project 
aanageaent te1111, including outside expertise. and the qualificatiGJS and 
capability of the selected licensor and the contractor are the essential 
components for the successful implementation of the project; there is no 
suhstitute for ther•. 
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The advantages of the licensing agreement are that it enables the 
licensee to select the most suitable process and the aost suitable contractor 
independently. A more detailed cost evaluation can be .. de, which could 
influence the total project cost, and the licensee's personnal can obtain an 
in-depth tnowlege of the process and the equipment for the plant. 

In a licensing agreeaent, the licensor's fees represent a relativelJ 
small part of the total project cost; hence his liabilities are alwaJs aore 
liaited than that of a contractor. BJ contrast, the contractor's share in the 
iapleaentation of a project under a cost-reimbursable contrac~ is greater but 
remains a relatively low percentage of the total project cost, whilst under a 
seai-turntey contract it is auch higher and under • turnteJ contract it 
becoaes a substantial par~ of the project costs. Therefore, in a licensing 
agreeaent, the rist of the ljcensee (or purchaser) is far greater than under 
any of the other three contracts for which UllIDO 910del foras of contract have 
been prepared separatelJ. !/ 

The disadvantages of a licensing and engineering services agreement stea 
froa the fact that the licensor and the contractor each have independent 
responsibilities towsrds the licensee or purchaser. Therefore, because of the 
deep involvement and co-ordination responsibilities of the licensee, the 
experience, knowledge and still of bis own personnel is of the utmost 
iaportance. These disadvantages could be offset, but at a higher cost, bJ the 
appointment of an experienced independent consulting organization to advise 
the licensee and to &ct as overall co-ordinator on bis behalf. Nevertheless, 
a licensing agreement places a higher burden in terms of cost and personnel on 
the licensor, who must provide all the explanations and clarifications that 
the licensee or the contractor m&J need. 

Although there are manJ different tJpes of licensing agreement dealing 
i..ainlJ with the outright purcba~e of the licence, the ~resent guidelines and 
comprehensive illustrative articles have been drawn up for purchasing access 
to technology for a large fertilizer plant under the conditions prevailing in 
most developing countries. In simpler cases, the licensee m&J require a 
simplified agreement that provides fever guarantees and engineering services. 

The extent of the guarantees and the engineering services that need to be 
built into a licensing agreement would depend largely on the contractor's 
experience of the licenser's process and the nature of the licensee's contract 
with the contractor. 

The UNIDO guidelines and illustrative articles for a licensing and 
engineering services agreement for the construction of a fertilizer plant 
cover the grant of the right to use the licensor's patents and know-bow and 
the provision of the process engineering design package and related engineering 
services. It bas been asRumed that the detailed engineering and construction 
of the plant. either will be done by the licensee himself or will be the suDjer.t 
of a separate contract with a contractor. In order to obtain a properly 

!I See "UNIDO model form of turnkey lump-sum contract for the 
construction of a fertilizer plant including guidelines and technical 
annexures" (UNIDO/PC.25/Rev.2); "UNIDO model fona of cost-reimbursable 
contract for the construction of a fertilizer plant including guidelines and 
technical annexures" (UHIDO/PC.26/Rev.2); "UllIDO model form of semi-turnkey 
contract for the construction of a fertilizer plant including guidelines and 
technical annexures" (UNIDO/PC.74/Rev.l). 
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working plant. the agreement requests the licensor to review the critical parts 
of the detailed engineering and to advise on the procurement. erection and 
start-up of the plant so as to de110nstrate the perforaance guarantees of bis 
process as built into the plant. 

The .. in conditions of a licensing agreement are the following: 

(a) That the process bas been com11ercially proven; 

(b) That the licensor bas a patent or patents and/or proprietary 
knov-bnv on the process that can be licensed in the licensee's country; 

(c) That the licensee obtains a non-exclusive. non-transferable licence 
for fertilizer production for a specific plant. Hor.ally tbere are no 
restrictions placed by the licensor on the sales of the product (fertilizers) 
in third countries; 

(d) That the licensee shall appoint a contractor, who is independent of 
the licensor, to undertake the detailed engineering and construction of the 
plant. The appointllent of the contractor will require the concurrence of the 
licensor; 

(e) That the licensor shall provide the process know-bow in the fora of 
a process engineering design package, and shall assist the licensee, thr~ugb 
review or participation, from detailed engineering and erection to c01aission 
and operation of the plant, the scope of which is defined in the illustrative 
articles; 

(f) That the paJ118nt to the licensor shall be in the fora of a lwap-sua 
fee together with paJ118nts for tbe assignment of the licensor's personnel 
according to the engineering services to be provided; 

Cg) That additional services of the licensor for expanding capacity, 
adapting the process technology and operating the plant shall be agreed upon 
under separate contract(s) or licence(&) and for additional fees. Where a 
licensee intends to build other plants that are identical to the plant 
licensed, he could negotiate licence fees for the subsequent plants on the 
basis of a sliding scale as part of the original licensing agreement; 

Ch) That the licensor shall provide a comprehensive training prograaae 
for an agreed number of the licensee's personnel to enable the plant to be 
properly operated and maintained; 

Ci) That the licensor and the licensee accept a continuing obligation 
for an agreed period of time to exchange information on improvements in the 
process. It is recoamended that licensees should not buy rights for extended 
periods unnecessarily, as the cost of the licence will be higher. 

The guidelines and illustrative articles lay great emphasis on the timely 
completion of the plant, in demonstrating its ability to perform by meeting 
tbe contractual performance guarantees and on the correction of defects if the 
plant fails to meet its first guarantee test. 

The licensee should first select the most suitable process for manufac­
turing the product according to his conditions, because the selection of the 
right technology ls almost always more important than the terms on which the 
licence ls obtained. In normal practice, the lic,•nsee invites offers from a 
number of potential llcensors, which are then evalJated from a technical and 
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econoaic vieMpOint. It should be noted that the prospective licensor offering 
the best guarantees or the lowest price does not necessarilJ offer the 110st 
suitable technologJ. Once the process has been chosen froa the offers 
received, negotiations with the selected licensor can begin in order to arrive 
at the '.Ost equitable teras and conditions. The present illustrative articles 
are intended to serve as a llOdel for safeguarding the legiti .. te interests of 
both parties. 

The actual drafting of a licensing agreement usuallJ starts onlJ after all 
the aajor points relating to the process have been satisfactorilJ clarified. 
UsuallJ, the first draft of the agreement that tbe licensor presents is based 
on the teras and conditions that he bas granted earlier to other licensees. 
If the licensee has considerable experience, be .. 1 present his own proposals, 
and/or counter-proposals to those of the licensor, that he wishes to include 
in the final licensing agreement. However, as onlJ a fev developing countries 
have such experience in the fertilizer industrJ, UllIDO has prepared the present 
illustrative articles. 

These illustrative articles attempt to reconcile the often conflicting 
viewpoints of both parties in s balanced .. oner. In articles where reconcilia­
tion or c011proaise could not be achieved so far, two equallJ valid alternative 
illustrative texts have been presented for negotiation. 

The technical annexures to a licensing agree11ent should be specific to 
the process licensed and the produr.t to be aanufactured in tbe plant. Renee, 
tbe present document outlines only tbe contents of those annexures except for 
annexures II, III and II, which have been prepared for the production of 
&m1110nia using natural gas as a feedstock. 

This fora of licensing agreement is based upon cash pafllent conditions. 
Should it be necessary to finance the agreement under credit arrangements, the 
conditions could be cbang2d to reflect the requirements of those arrangements. 

The guidelines and illustrative articles for a licensing and engineering 
services agreement for tbe fertilizer industry depart froa th& text of other 
110del forms of contract for the fertilizer i~dustry. The main reason is that 
when the purchaser (called the licensee in tbe agreement) buys only a licence 
and a limited amount of engineering services, be noraall) ~ires a contractor 
to undertake most of the engineering services. Thus in f \~ct there are two 
contracts: a licensing agreement with the licensor and an engineering contract 
with a contractor. When taken together, the two contracts are closer to one or 
other of the UNIDO model forms of contract for tbe fertilizer industry. Thus 
the licensing agreement by itself is a relatively saall part of the contractual 
services required and hence it follows a siaple~ fol"'ll&t. 

It is clear that both contracts aust be carefully dovetailed and it is 
generally in the interest of the licensee to select a contractor who has 
already engineered a successful working plant using the licensor's know-bow. 
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II. GUIDELINES FOR SPECIFIC ILLUSTRATIVE ARTICLES OF A LICEllSillC 
AND ENGINEERilfG SDYICES AGIEEllEllT 

Article 1. Definitions 

Definitions of the terms used in a~ Agree11ent are usual and generallJ 
useful as the aeaning of the d~fined terms becomes clear and unUlbiguous and 
detailed technical concepts, such as "the Process", do not have to be 
discussed each time the concept is used. Wherever the defined terms are 
subsequentlJ used throughout the illustrative Articles, the initial letter of 
each substantive word is capitalized to indicate that the tera has been 
defined in Article 1. As the definitions aentioned in this Article are 
exaaples, the parties to the Agreement could add additional definitions if 
necessarf or if substantial changes were .. de to the Agreement during 
negotiations. 

With regard to some of the definitions specified in Article 1, the 
following com11ents should be .. de. 

1.1 It is normal practice in the field of licensing to use the word 
"Agreeaent" and not "Contract", which is used for the construction of a 
Plant and is the word used in the other three UllIDO llOdel foras of 
contract for the construction of a fertilizer plant. 

1.6 Less experienced LICEllSEES .. J not be able to provide bJ themselves all 
the information required in the Basic Design Data; for this purpose, 
tbeJ maf obtain assistance either froa the LICEllSOI or Contractor or 
froa an independent consulting organization. 

1.12 The purpose of this definition is to .. te "Expanding the CapacitJ" a 
real expansion rather than a ainor llOdification of the Plant or Process, 
which the LICENSEE a&J .. te on his own initiative and as a result of bis 
own still in operating or i•proving the original Plant. Hence, the 
LICENSEE is not expected to paJ additional licence fees for an increase 
in the capacitJ of the Plant arising froa and including changes in 
piping, instrumentation, balancing equipment, catalysts, auxiliarJ 
chemicals and additives, or in operating and maintenance conditions and 
procedures, which shall not be considered an expansion of capacitJ. 
Some LICENSORS may wish to receive pa111ent for all increases iL capacitJ 
arising from modifications to the Plant. 

1.15 "Performance Guarantee Test" is the demon~tration of the ability of the 
Plant to meet the Performance Guarantees. The LICEllSOR prepares a 
report of the test and if the test has been satisfactory, the LICENSEE 
issues an acceptance certificate within a limited number of Days after 
receipt of the report. 

Since such acceptance terminates the LICEllSOR's obligations concerning 
the performance of the Plant, it is important for the LICEllSEE that the 
test is comprehensive as regards the par ... ters of perforaance and of 
sufficient duration so as to demonstrate the Plant's operational 
capability in the long run. The definition of Perforaance Guarantees 
(Article 1.19) is therefore of aajor iNportance to both parties. , 
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1.17 A clear distinction should be aade between the two 3tages in the 
transfer of bow-Bow froa the LicDSOR ·tb_the LICDSD. First. all the 
infol'll&tion ellbodied in the Process Eagineering Design Package. which is 
necessarJ to de$ign. erect and-Start-Up. the Plant. should be deliYered 
not later than the date proYided (or i~ ~be Agreement. In order to giYe 
the LICDSOR the ti .. need~ to pr-epare-tbe Process Engineering Design 
Package with due care. it bas J>een assiillecr that oniJ the latest 
infol'll&tion on the Process that i~ aYailable at the Effec!ive Date can 
be taken into consideration. -

SecondlJ, the LIClllSOR has the ob~igalion·to proYide under Article 3.2, 
"Iapro·,nments in the Process".· nev info-=-tion related to the Process 
for the entire duration of lb~·.&gr.e11ent. Thus, during the interYal 
between deliverr of the Process~Engineering Design Package and Start-Up 
of the Plant. the LICEllSEE will ••ve-ttie opportunitJ to consider which , . 
Iaprovements (if anJ) can be_ in~OdQced-into the Process and the Plant 
without causing serious delars in ~e CCJllPletion of the Plant and/or 
undue additional costs and risks._· - - "" 

In anr case. the possibilitJ ~f-asing t~e infol'll&tion supplied bJ the 
LIClllSEE to effeet changes in· the design of the contracted Plant ends at 
the Start-Up as the design has.~o be frozen bJ then. 

SOiie LICEllSORS .. J consider the vords·"to enable the LICEllSEE's 
personnel to operate the Plant"_no~ precise enough for each specific 
case. Ibe two parties should ~gree on a bodJ of information (bow-Bow 
and training) to be provided bJ the LICEWSOR that will be sufficient for 
the LIClllSEE's purposes. 

1.19 The Performance Guarantees are described at the beginning of Article 3.5 
and in annezure II (see guidelines for Article 3.5). 

1.20 The design capacitJ .. , not be the same as the guaranteed capacitJ giveo 
in Article 3.5 Ca) because the guaranteed capacitJ .. , be below the 
actual capacitJ of the Plant and below the design capacitJ. 

1.21 In some cases, the latest Process .. , not alva1s be the most suitable 
one f~r the LICENSEE. If so, the LICEllSEE should insist that during the 
negotiations, he b~ told bov the licensed Process differs froa the 
latest available Process. In the present illustrative Agreement, the 
LICENSOR is required to give all the bow-How available to bia at the 
Effective Date subject to his giving additional ~nov-Hov in accordance 
vith Article 3.2. 

1.25 An alternative definition of Start-Up could be: "Start-Up shall aean 
the initial operation of the licensed Plant after having reached the 
stage of being readJ for Start-Up and upon the introduction of 
feedstock<•~ into the reaction sections of the Plant. The date upon 
which the s~art-Up bas taken place shall be agreed in writing ~etveen 
the LICEllS02 and the LICEllSEf.". 

1.26 The appointaent of a "Technical Adviser" bJ the LICEllSIE would result in 
the possibilitJ of the transfer of IOtle approvals to hia. However, in 
all such cases, the LIClllSEI should co-ordinate the foraal approval vitb 
the Technical Adviser. 
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Article 2. Description of the Plant and the Prc.cess 

The purpose of this Article is to define in detail the licensed Plant and 
the licensed Process. In a licensing agre8918nt. it is the Process that is 
liceased rather than the Product. 

It is clear that the Plant shall be designed specificallJ to suit the 
location and feedstock; the LICENSEE or his Technical Advisor should provide 
the required inforaation to the LIClllSOR. 

A detailed description of the licensed Plant and licensed Process bas 
not been given in the illustrative Articles. but in anneD1res II. III. IY. Y 
and XI. Article 2 onlJ refers to these anneD1res. 

2.1 The capacitJ contained in this Article is the design capacitJ and is 
the s ... as that contained in Article 1.20. It is not necessarilJ 
the saae as lhe guaranteed capacitJ. which is the capacity specified 
under Article 3.5 (al. 

2.2 The Agreement .. , refer to the registered name of the Process where 
one exists. 

2.• GeoerallJ the preliainar, outline of tbe Site is aade available at 
the tiae of the signature of the Agreement. 

2.5 In the case of SOiie feedstocks. such as natural gas. it aaJ be better 
to specifJ the range of anal1ses on which the Plant will operate at 
the specified capacity and efficiency, as the characteristics of -
natural gas f roa a particular source could vary over a period of ti.a 
or the natural gas sources used by t:1e Plant could change. 

Article 3. Obligations of the LIClllSOR 

The purpose of this Article is to list all the obligations of the 
LIClllSOR. The Guidelines and illustrative Articles involve a luap-sua pa,.ent 
to the LIClllSOR. It is, therefore, necessary that the oblig*tions of the 
LICEllSOR should be well defined. 

3.1 Grant of patent rights and licence 

The Article grants the patent rights and licance to the Process. The 
inclusion of the words "non-exclusive" reflects the situation 
prevailing in the fertilizer industrJ where there is usually aore 
than one potential licensee of the Process. .An "exclusive" licence, 
which would exclude the establishllent of a competing Plant using the 
saae Process bJ another licensee, would be aore expensive and is 
unusual in the fertilizer industrJ. 

The Article also provides for unrestricted freedoa to sell the Product 
to any countrJ in the world, but does not deal with other fora. of 
restriction. In particular, restrictions on the following: the 
voluae of production except when derived froa expanding the capacitJ 
as defined in Articles 1.12 and 3.7; pricing of the Product<•>; 
sources of supplJ of rav aaterials, cheaicals, catalysts etc.; sources 
of spare parts; sources of technologJ for future expansion of the 
Plant or for new plants to be established bJ the LIClllSll. Such 
restrictions are discussed elsewhere. 11 
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However, S098 LIClllSOllS ... , wish to specifJ the brands of catalysts 
to be used in the Perforaance Guarantee Test and this restriction ... , 
be accepted bJ the LICEllSEE. 

Article 3.1.1 should be read carefully. It does not iaply that the 
LICEllSOR does not have lnow-Bow concerning the use of the equipaent 
or the catal1sts specified bJ him: be bas the lnov-Bow, and be gives 
it to the LICEllSEE as part of the Process Engineering Design Package. 
However, the LICEllSOR does not have the right to license the use ~f 
such equipaent or catalysts, wbieb comes froa the suppliers of the 
... cbinery or catalJsts, and is normally automatically available when 
the LICEllSEE purchases ~e equ' 2'18nt or catalyst concerned. 

lllprove11ents in the Process 

This Article states the principle that the obligations of both 
parties should be the s ... with regard to disclosing lllprovements in 
the Process (see Article ~-2 for the corresponding obligation of the 
LICEllSEE). The obligation to ... ke lllprove11ents available is generally 
lia~ted to improve11ents in cC>llmlercial use. Some LICEllSOllS aaf be 
willing to ... ke available all Iaprovements in the Process on a 
reciprocal basis without pa,.ent but it is 110re usual to follow the 
arrange11ent suggested in Articles 3.2 (a) and 3.2 (b). 

If agreed upon between the parties, the LICEllSOR is obliged to aake 
available all c011mercially proven lllprovements, even during the 
period between the c011Pletion of the Process Engineering Design 
Package and the cOllllissioning of the Plant. However, it is the right 
and responsibility of the parties to decide whether or not to use 
such lllprovements at this late stage in the detailed engineering of 
the Plant. In aaking this decision, the LICEllSEE should consider the 
possible costs and delafs that would be incurred bJ the 110difications 
and changes against the expected technical and economic advantages. 
It is advantageous that the LICEllSEE should have discussions with the 
LICEllSOR and the Contractor before taking a decision. 

3.2 (a) Even after Start-up of the Plant, the LICEllSOR is obliged to mate 
available, free of charge, certain inforaation for the duration of 
the Agreeaent, and this sub-Article specifies the type of information 
so aade available. 

3.2 (b) The definition of "significant" in this Article should be written 
into the Agreeaent and could be based on one or more criteri«. such 
as the following: 

(a) < ) per cent increa'e in capacity; 
(b) ( > per cent increase in yield; 
(c) < ) per cent iaproveaent in consuaption of utilities; 
(d) Majo~ iaproveaents in the qualitJ of the Product. 

11 World Intellectual Property Organization, Licensing Guide for 
Developing Countries, WIPO Publication No. 620 (Geneva, 1977), paras. 318-330. 
United Nations Industrial Development Organization Guidelines for !valuation 
of Transfer of Technology Agreeaents, Development and transfer of Technology 
Series No. 12 <ID/233). 
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~he saae observation applies to "payment of a reasonable fee". 
"Reasonable" should be defic~d in the Agreeaent; for exaaple. the fee 
should ~e no higher than th•t charged to other licensees". 

3.3 Supply of Technical Docuaentat~on and related services 

3.3.1 

3.3.2 

3.3.3 

3.3.4 

It is in the interest of both parties that the LICENSEE should obtain 
as ce>11plet~ an unde-standing of the Process as possible. Therefore 
the LICENSOR should supply sufficient background docU91entation to the 
LICENSEE to enable bia to become thoroughly acquainted with all the 
details of the Process. 

The Process Engineering Design Package is noraally meant for 
e~~rienced contractors. therefore the Contractor should be appointed 
in agreeaent with the LICENSOR (Article 1.9). If the Contractor bas 
less experience than the LIClllSOR"s usual contractors. this should be 
discussed at the negotiatinr stage of the Agreeaent so that the 
Contractor's engineering services can be strengthened, eithdr with 
the LICENSOR'S personnel or with personnel froa another Contractor 
vbo have aore experience of the LICENSOR's process. 

This is a notwal obligation of the LICENSOk and Article 3.6.1 imposes 
liquidated daaages for late delivery of the documents. 

This arrangeaent is iaportant for both the LIC!'WSEE and bis Contractor. 
In some agreeaents it aay be necessary to specify the obligations of 
the LICENSOR during such visits; for example: "During such visits the 
LICENSOR shall provide on request such technical data on the reference 
operating plants as aay be required to confira the technical specifica­
tions of the Process Engineering Design Package". 

The words "subject to the approval of the LICENSOR" have been added 
in the illustrative Article because, in some cases, the LICENSOR may 
be reluctant to allow a Contractor to visit his reference plants. 
However, if the Contractor bas been chosen with the LICENSOR's 
approval, there should b~ no difficulty about visiting the reference 
plants. In any case, this point should be clarified at the time of 
signing the Agreeaeot. 

The LICENSEE may find it useful to visit the reference plants, and a 
repeat visit could be necessary if his Plant did not meet its 
Performance Guarantees. 

The duration and the scope of the visits envisaged under this Article 
would normally be specified in the Agreem~nt. 

This Article provides for greater involvement on the part of the 
LICENSOR in the detailed engineering than i• normal in current 
licensing practice and will probably entail a higher fee. It also 
requires the LICENSOR to review for conformity with the Process 
Engineering Design Package, the design of those items and parts of 
Equipment that are critical to the Process. This could even be 
extended further to a review of the entire detailed engineering. In 
this case the LICENSEE could expect to obtain the maximum guarantees 
for the performance of the Plant, but the costs would be higher. 
However, some LIC!NSORS may not have the capacity to check the 
detailed engineering completely. If the appointed Contractor 
~equires less assistance than provided for in annexure VI, the 
licence fee should be correspondingly reduced. 
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The words "review for conforaitJ with the Process Engineering Design 
Package", bJ the LICEllSOR, have been added beca~se LICEllSORS are 
unlikelJ to accept an open-ended obligation to review for conforaity 
&nJ parts of the detailed engineering design .erelJ upon a request 
froa the LICEllS!E. The parts needing review for confora.~J with the 
Process Engineering Design Package should be agreed on bet~rehand. 

The LICENSOR is re~uested to provide a list of suppliers of catalfsts 
at the ~iae of signing the Agreement and the LIC~SEE should satisfy 
himself that the catalfsts required would be continuously available. 

This Article re~uires the LICEllSOR to provide the necessary instructions, 
and to check tbea for coapleteness, froa pre-c011aissioning of the Plant 
to completion of the Perforaance Guarantee Tests. It is i11portant tb•t 
the LICENSOR bas the right to issu~ all instructiona during the 
Perforaance Guarantee Tests, and it is equelly important that the 
LICEllSEE's person~el carries out these instructions as given. The 
LICEllSOR aust check that his instructions are properly executed, and if 
they are not be aust i...ediately report to the LICEllSEE. For this 
purpose the LICEllSEE should appoint a senior officer at the Site 
(generally the plant manager) to see that the LICEllSOR's instructions 
are carried out. 

Additional services 

A new Article could be added to include additional services that the 
LICENSEE might need. and which the LICEllSOR aight agree to provide. 
Some of the services suggested are the following: 

(a) Assist the LICENSEE in managing the operation of the Plant 
for the first ( ) months after tbe ?erforaance Guarantee Tests have 
been successfully demonstrat--d; 

(b) Assist the LICENSEE in establishing a laboratory where soil 
analyses can be made for faraers; 

(c) P~ovide the LICENSEE with supplies of the Product froa the 
LICEKSOR's own plants to assist the LICENSEE io building up a market 
for the Product in ( country ) froa the Effective Date of the 
Agreement up to the start of coamaercial production by the Plant; 

(d) Depute a competent person to review the operation of the 
Plant and to advise the LICEllSEE on ways of iaproving or overcoaing 
deficiencies in the operation of the Plant. 

However, it should be borne in aind that such services may not be 
available from specific LICEllSORS. In any event, the additional 
services required should be made the subject of separate agreeaent(s) 
at the same time as the Agre8118nt, in which case Article 3.4 would 
not be required. 

3.5 Performance Guarantees of the Process 

This is the most important Article in the Agreement and most of the 
negotiations between the LICENSOR and the LICENSEE will focus on its 
contents and the liabilities that it creates for the LICEllSOR. 
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The problea of guarantees should be carefullJ e~aalned. The 
guarantees and warranties involved \n the successful operation of a 
fertilizer plant are: 

(a) Guarantees that the process will wort; 

(b) Guarantees that the pareaeters of the process have baen 
properlJ converted into basic engineering, consisting of tho ~L~~ess 
Engineering Design Package; 

(c) Guarantees that all the detailed engineering has been 
correctly undertaken; 

(d) Guarantees that the procure.ent of Equi(Jllent is in 
accordance with the Procqss Engineering Design P•ctage and the 
detailed engineering: 

(e) Guarantees that the Process and the Equipment will perfora 
during the Perforaance Guarantee Tests in accordance with the Process 
guarantees for capacitJ, consuaption and qualitr; 

(f) Warranties that the Equipment will c~ntinue to operate 
thereafter. 

In turnkey and seai-turnter contracts all these guarantees are given 
bJ the Contractors. In a cost-reiabursable contract, the first five 
guarantees (a)-(e) above are given bJ the Contractor, and the last one 
(f) is given bJ the suppliers of the .. cbinerJ. Thus ~n the model 
forms of contract !I the Contractor is responsible for a substantial 
part of the elements that mate up the guarantees and warranties. 

In a licensing agreement, the LICENSOR is onlJ responsible for iteas 
(a) and (b) above, and provided that the detailed engineering and 
procurement of Equipment have been done properly and reviewed bJ hia, 
be is responsible for the performance of the process (and not of the 
Equipment) under ilea (e) above. 

Therefore a LICENSOR is responsible for onlJ a part of the guar.ntees 
required and hence be could hesitate to give guarantees of the saae 
nature &s are given bJ a contractor in the three model foras of 
contract. §/ 

In the model forms of contract, the concept of absolute and 
penaltiable guarantees bas been introduced. Absolute guarantees are 
those guarantees that the contractor shall have to demonstrate and 
without any limitation ot liability to rectifJ the Plant to meet thea 
if necessary. These absolute guarantees cannot be satisfied on 
payment of liquidated daaages (or penalties); theJ cover the capacitJ 

!I "UNIDO model form of turnkey lump-sum contract for the construction 
of a fertilizer plant including guidelines and ter.bnical annexures" 
CUNIDO/PC.25/Rev.2); "UNIDO model form of cost-reimbursable contract for the 
construction of a fertilizer plant including guidelines and technical 
annexures" (UNIDO/PC.26/Rev.2); "UNIDO model form of semi-turnkey contract for 
the construction of a fertilizer plant including guidelines end technical 
annexures" (UNIDO/PC.74/Rev.1). 
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of the Plant and the quality of Products and aigbt itc~ude the quality 
of effluents and the cons1111ption of raw aaterials ano utilities. 

Penaltiable guarantees are those other guarantees that can be 
satisfied on paY119nt of liquidated d ... ges. 

The inclusion of absolute guarantees in the licensing &greeaent aay 
be considered, but the LICEllSOR would be reluctant to accepl tbea in 
view of the fact that be is responsible for a saall part of the 
engineering and also that the U10unt of bis fees is saall in relation 
to bis potential liabilitJ. It should be recognized that such 
guarantees are unusual in licensing agreements although SOiie cases 
are known t~ exist. 

In the absence of ~bsolute guarantees. the selection of commerciall7 
proven processes would become the LICEllSIK's best guarantee that the 
Process works. In SOiie licensing Agreements, a warrantJ is given bf 
the LICEllSOR that bis reference plants at specified locations are 
working to capacitJ and with the actual co•s1111ption figures for raw 
aaterials, utilities and effluents as stated in the .Agreement. Such 
a varrantJ could be added to Article 3.1. 

In most processes, the catal1st used is an essential element of the 
know-bow licensed {whether patented or not) and to this extent the 
LICEllSOR's advice 1111st be accepted at least for the Perforaance 
Guarantee Tests. These illustrative Articles do not include an 
obligation for the continual purchase of catalfsts from a single 
source. 

Articles 3.5 and 3.5.1 define the guaranteed para11eters of the 
Process and the aethods of deteraining whether the.~ guarantees have 
been aet. Such guarantees are noraallJ in the interest of both 
parties and should onlJ be omitted in exceptional cases, such as when 
additional technologJ is sold for incorporation into an already 
exi•ting plant. The list of guaranteed para11eters is an extensive 
check-list, not all of which will be available in all circuastances. 
Although the LICEJISEE should strive to obtain the best guarantee 
po1sible, be should not assume that the LICENSOR offering the best 
guarantee has necessarily the best process. The LICEJISEE should 
ensure that all the guaranteed paraaeters are covered either in the 
licensing Agreement or in the construction contract or in both. {See 
also the guidelines for Article 3.6.) 

3.5 {a) When more than one grade of Product is to be aanufactured, the 
capacity of the Plant to produce each gradd should be specified, as 
well aa the grade{s) themselves, and the tolerance and quality 
characteristics that are being guaranteed for each grade. 

3.5 {b) The guarantees for the consumption of utilities depend upon the 
efficiency of the ••chines procured (e.g. steaa turbines) and 
therefore sometimes the LICENSOR will not guarantee them. 

3.5 (c) Some LIC!llSORS do not provide guarantees for effluents and eaissions. 
Hcwever, in SOiie location• these aay be necessary. This should be 
discussed at the stage of negotiating the .Agre ... nt. 
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3.5 (d) The safetJ and enviro09ental requirements specified should .. et the 
laws and regulations in force in the LIC&OISEE's countr1. but should 
not be lower than international standards. 

3.5.1 There have been cases in de·veloping countries where guarantees have 
been suce~ssfullJ demonstrated in liaited test periods. but the 
plants have not operatec: continuouslJ thereafter. The Agre&11ent 
therefore calls for the ccntinuous operation of the Plant at near 
rated capacitJ (90 per cent) for 20 Da1s. followed i..adiatelJ bf a 
guarantee test run of 10 DaJs at 100 per cent of capacitJ. The test 
for the consuaption of raw .. terials and utilities should be run 
during an1 consecutive 7-DaJ period within the 10-D•J test period. 

3.5.4 
and 
3.5.8 

The above 30-DaJ two-part test period to demonstrate the Contractor's 
Perforaance Guarantees was arrived at after lengthJ negotiations 
between toe parties during discussions on the 80del foras of contract. !I 
In this period, the actual Process para11eters guaranteed bJ the L!CEllSOR 
are demonstrated during 7 consecutive Da1s within tbe 10-DcJ test period. 
The rest of the test period is necessarJ to ensuro that the Plant is 
capable of sustained operation and that the Contractor's guarantees are 
.. t. 

Cust011arilJ, it was accepted that shorter t4st rans (72 to 120 boars) 
were sufficient for de110nstrating the LICEllSOR's Performance Guarantees. 
A nUJlber of li~ensors still con~ider a test run of 72 boars to be adequate 
to prove their Process and that longer test rans onlJ increase costs 
without increasing the certaint1 of long-term trouble-free operation. 
However, a nUJlber of licensees felt that guarantees should be deaonstrated 
over aaucb longer tePt periods, and therefore a coaproaise of 7 Oafs bas 
been suggested in the illustrative Article. The Performance Guarantee 
Test should be run onlJ after the Plant has reached stable operating 
conditions at near rated capacitJ. 

These Articles define the potential liabilities of the LICENSOR if the 
Performance Guarantees are not aet owing to defects in the Process 
and/or the Process Engineering Design Package. It should be 
recognized that rather than accept large potential liabilities. the 
LICENSOR m&J decide not to offer the licence to the LICENSEE. Hence, 
the LICEllSOR's liabilitJ bas been liaited to providing all the designs 
and data and bJ Article 3.5.4.1 to aaking modifications onlJ up to a 
fixed maxiaum 8110unt. This liaitation in liabilitJ does not, however, 
applJ to the re-performance of his services within the scope of the 
Contract (Articles 3.5.4.1 and 3.5.4.2). 

If this limitation is unsatisfactorf to the LICENSEE and he is unable 
to obtain a larger liabilitJ froa the LICENSOR, (see guidelines for 
Article 3.5), then the LICENSEE could enter into one of the three 
tJpes of model forms of contract §/ vi th a reputable Contractor, v11ere 
"A~solute Guarante~s" could be requested. The LICEliSOR then bAcome~ a 
sub-contractor of the Contractor. 

In the past, it was the practice for t~e LICENSOR to provide fre•h 
drawings or to suggest changes in the Process Engineering Des~~n 
Package in order to rectify the Plant to meet the Performance 
Guarantees. The Frovis~on of drawings alone to rectify the ?lant is 
only satisfactorf to the LICEllSll if the Contractor undertakes the 
subsequent work of rectification at his expense, provided be is 
required to do so in his construction contract. It is unlikely that a 
Contractor would take this responsibility in cases where the LICENSEE 
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has a licensing Agree.eat vith the LICEllSOR, and thus the LICEllSEE 
would be left in the position of paJing extra aonef to rectifJ the 
LICEllSOR's aistates. Bence the Agree.ant provides for DOre than just 
the supplJ of drawings to rectifJ the Plant. 

The extent of the liabilities that the LICEllSOR vill accept should be 
negotiated, bearicg in aind that large potential liabilities aaJ 
increase the cost of the licence itself. 

Whether the words "attributable to" in Article 3.5.4 vill be sufficient 
to deteraine the exact scope of the liabilitJ vill depend upon the lav 
applicable to the Agreement. Bost licensors vill vant to use wording 
that aates it clear that their liabilitJ onlJ arises if theJ are at 
faull. In some circuastances it a&J be advisable to clarifJ the words 
"attributable to" bJ such words as "fault, negligence and oaissions 
etc.". 

Some licensurs aight visb to include a statell8tt that tbeJ are relieved 
of their obligation if the failure of the Plant to pass the first 
Perforaance Guarantee Test is not attributable to tbea. However, the 
Agreement does not allow tbea to be relieved of their obligation until 
a second Perforaance Guarantee Test bas been aade (Article 3.5.9). It 
is reasonable to expect that the LICEllSOR vill continue to help the 
LICEllSIE, but at the LICEllSEE's expense, until the second test on the 
aodified Plant bas beeh aade. 

This Article r.aeets the situation where both parties cannot agree on 
who is at fault. The functions to be performed bJ each partJ are 
spelt out and if agr~e11eot cannot be reached, then resort is •ade to 
arbitration (Article 10.4) on who is to bear the costs. 

After completion of the rectification of the defects according to 
Articles 3.5.4, 3.5.5, or when Article 3.5.6 applies, a second 
Mechanical Completion Certificate, if necessary, shall be prepared by 
the parties and a second Perforaance Guarantee Test aade. 

Text A differs from text B by the inclu~ivu ~f the words "but achieves 
a performance above the minimum specified below". Text A requires 
the Plant to produce at a certain minimum capacity (95 per cent is 
suggested) and close to the guaranteed consumption of raw materials. 
Text B allows the LICEllSOR to pay liquidated damages and to be 
relieved of his liabilities under this Article. 

Where the break-even point of the Plant is high, there is a need to 
insist upon a minimum capacity and efficiency being attained. 

3.5.10 This Article deals with the situation where the Performance Guarantees 
have not been met and the LICEllSOR refuses or is unable to rectify 
the faults. The Article calls for the involvement of a third party 
to enable the Plant to meet its guarantees. However, there are two 
alternative texts. Text B requires that the third party shall only 
be called ~n when the LICEllSOR is tt fault and that the third party 
must sign a secrecy agreement. T4xt A allows for the calling in of a 
third pa~ty if the Plant cannot perform up to its guarantees in the 
time l•id down in the Agreement, and also it asks for a waiver of a 
secrecy agreement, if no competent third party is available who will 
sign such an agreement. 
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3.5.11 It is a general rule that Agreements (or contracts>. whether vitn the 
LICENSOR or the Contractor. provide for a cut-off date. after which 
the obligation to perfora the Perforaance Guarantee Tests is deeaed 
to have expired. The reason is that the unused Plant .. , deteriora-~ 

in such a V&J as to affect the possibilitJ of meeting the guarantee. 
the LICENSEE should therefore be careful to ensure that the Planl is 
erected on time and anf ancilliarf plants are readJ in ~i.e. 

3.5.12 Soaa licensors .. , be hesitant to .. te a binding contractual arrange­
ment to provide personnel at an unknown future date. However. in 
their own interest theJ 1«1uld nor11allJ do so. even if a contractual 
obligation did not exist. unless it became iapossible to send such 
personnel. Nevertheless. it was felt necessarf to include this 
illustrative Article in the Agrae11ent. 

3.6 Liquidated d ... ges 

3.6.1 

3.6.2 

Liquidated d ... ges are included in the illustrative Articles as a 
fora of securitJ of perfon1&nce bJ the LICEllSOR. because theJ are an 
amount of daaages for shortfalls in the perfor11ance of the Plant or 
the LICENSOR•s services that vere agreed betveen ~he parties vben the 
&ireement was signed. 

this Article provides liquidated d ... ges for delaJS in deliv'ring the 
Process Engineering Design Package. Text B states that liquidated 
daaages are onlJ ~~fable owing to "reasons attributable to the 
LICENSOR". text A takes the view that as far as the Process 
Engineering Design Package is concerned. the entire work is that of 
the LICENSOR and be should ask for anf infon1&tion on the Site at the 
time of the signing of the Agree11ent. Text A would onlJ be 
applicable if all Site and Basic Design Data were to be .. de 
available bJ a fixed date. 

this Article provides liquidated d ... ges for the non-fulfilllent of 
the guaranteed performance of those Process parameters included in 
Article 3.5 as requ~red bJ the Agreeaent. 

the liqujdated d&11£ges may be arranged as follows: 

< ) To the extent that production falls short of ( ) Tonnes 
within the Performauce Guarantee test period (the quality guaranteed), 
the LICENSOR shall pay to the LICENSEE a sum of ( amount ) per every 
one per cent of the deficiency; 

( ) To the extent that the consumption of (feedstocks) exceeds 
> of product (the consumpti~~ guaranteed). the LICEllSOR shall 

pay to the LICENSEE a su= of ( amou~t ) per one per cent of the 
excess consumption. 

In the case of liquidated damages under illustrative Arti·!le 3.6.2 (a), 
it is normal to have a clause where liquidated daaages for one itea can 
be set off against the improved performance cf another one. For this 
purpose, the unit cost of the utilities should be specified in the 
Agre81L8nt. 

3.7 Expandin~ the capacity of the Plant 

The purl>'>•• of this Article is to establish, at the time of the 
signing of the Agreement, an understanding of the LICEllSEE's rights to 
expand the Plant at a later date. 
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This Article would noraally provide for the expansion of the 
fertilizer Pl~nt or for the establisbaent of duplicate plants of the 
LICENSEE in the LICENSEE's country. The fees to be paid for plants 
in other countries could be relatively high and hence il is necessary 
to restrict the applicability of this Article to additional facilities 
set up in the LICENSEE's country or in other specified count~ies only. 

In the event that the LICENSEE expands the Plant within an agreed 
number of years after execution of the Agreement, the fees to be paid 
are fixed bt this Article. 

This Article does not contain a contractual obligation for the 
LICENSOR to provide personnel to help in establishing or operating 
sue~ additional facilities. This would be a .. tter for arrangement 
at the time that such personnel were required; the LICENSOR would 
supply the personnel on teras and conditions that would have to be 
agreed upon separately. In the event that the Plant was expanded, or 
the additional facilities were established using significant 
Improvements aade by the LICENSEE, the LICENSEE could ask for a 
reduction in the fees specified in Article 3.7. 

In the guidelines for Article 1.12, it ha~ been said that no fees 
shall be payable in any case if the expansion in capacity is solely 
the result of the LICENSEE's own still in operating or iaproving the 
Plant. 

If the Process Engineering Design Package includes some third-party 
technology, it may have to oe treated separatP.ly both with regard to 
availability and costs. 

tbere are two alternative texts. Text A implies that when an 
expansion takes place, all the fees including any fees for changes in 
the Process Engineering Design Package are included in the fees 
payable under Article 3.7. In text B, the payment under Article 3.7 
is regarded as a fee, and Article 3.7.4 involves additional payments 
for the changes in the Process Engineering Design Package, if 
requested. 

In text A, there LCe no restrictions on the LICENSEE expanding the 
Plant using a process other than that of the LICENSOR. However, in 
such cases the process engineering documents provided by the LICENSOR 
should not be made available to the new licensor or a new contractor 
without the LICENSOR's permission because of the secrecy provisions 
of Article 4. 4. 

In text B, it is felt that such expansions should be considered on a 
case-to-case basis in consultation with the LICENSOa. 

3.8 IJ!!j.tation of liability 

The purpose of this Article is to limit the LICENSOR'• overall 
liabilities under ·i...1e Agreement. This Article requires careful 
negotiation. The extent to which the LICENSOR is willing to accept 
liabilities will depend on many factors including the competitive 
situation with regard to the technology available, the scope of 
services aud the amount of fees that the LICENSOR receives for the 
licence. A LICENSOR with the most competitive technology is likely 
to insist on a low limit on his overall liabilities under the 
Agreement. 
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Alternative approaches to drafting a text liaiting the LICENSOR'S 
liability under the Agreeaent include the following: 

(a) That the LICENSOR's total liability is liaited except for 
the supply of process engineering to aeet the Perforaance Guarantees 
and patent indemnity for vhicb bis liability is unliait~d (text A). 
The aaount for aodifications to the Plant is separatelJ liaited 
(Article 3.5.4.1) but this aaount is included within the overall 
liaitation set by this Article; 

Cb) That the LICENSOR's total liability is liaited to a given 
percentage of the total fees that the LICENSOR will receive froa the 
LICENSEE (text B); 

(c) That the LICENSOR accepts liability only under the 
r~rforaance Guarantees and patent indeanity clauses and iaposes a 
ceiling on his total liabilities under these clauses; 

(d) That the LICENSOR accepts unliaited liabilities. 

In the illustrative Article only the liability articles (a) or (b) 
above have been used. 

3.9 This is a noraal Article that absolves the LICENSOR from liabilities 
arising from consequential loss in all its foras. 

3.10 There must be a cut-off date for the LICENSOR's obligations with 
reiard to the performance of the Plant. Article 3.10 simply states 
that the issue of an Acceptance Certificate ends the obligations of 
the LICENSOR. 

4.1 

4.1.1 

4.1.2 

Article 4. Obligations of the LICENSEE 

Provision of Basic Design Data for the Plant 

The purpose of this Article is to state that the LICENSEE shall be 
responsible for the scope and accuracy of the Basic Design Data on 
which the LICENSOR bases bis Process Engineering Design Package. 
Since incorrect Basic Design Data can be the cause of incorrect 
design of the Plant, it is essential that every effort should be made 
to provide correct data. 

In the event that the LICENSEE has difficulty in collecting the 
necessary basic data, be should ~ontact the LICENSOR or the 
Contractor or obtain the services of an independent organization to 
help him to obtain the required data. This could mean that the 
LICENSEE incurs extra expenses·. 

The First Basic Design Keeting is very iaportant because all the 
Basic Design Data is confirmed at this meeting. Since most of the 
periods of time in the Agreement, within which the documents are to 
be supplied, begin from this meeting, a time liait is fixed for 
holding it, which is incorporated in the Agre ... nt. 

In cases where other fertilizer plants have been built or are under 
construction in the LICENSEE'• country, the LICENSEE would already 
bave access to much of the Basic Design Data. In such cases, the 
Basic Design Data should be confirmed and incorporated in annexure VI. 
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4.2 lllprova.ents in the Process 

4.2.1 

4.3 

4.3.1 

4.3.2 

4.4 

4.4.1 

4.4.2 

This obligation of tbe LICEllSEE is identical to that of the LICEllSOR 
in Article 3.2. There will be a need to describe "significant 
i11Provmaents" as in Article 3.2 (b). 

In order to pra.ote tbe exchange of infor11ation, the LICEllSOR will 
nor11allJ ask for rights to give the infor11ation that be bas received 
froa the LICENSEE on a reciprocal basis and bound bJ the s..e degree 
of confidentialitJ to bis other licensees. 

NonaallJ the LICEllSOR should have the right. on agreed tet'llS and 
paJable to the LICEllSEE, to grant i11Provements, covered bJ 
Article 4.2, to bis sub-licensees. 

Appointllent of the Contractor 

The important role that a contractor plaJs in tbe construction of the 
Plant based on the LICENSOR's basic design package bas alreadJ been 
discussed under the general guidelines for this Agreement. 

The choice of an experienced and reliable Contractor is essential to 
the success of the Plant and in the interest of both parties. 
UsuallJ, the LICENSOR will give a list of the Contractors that have 
previous experience of building plants using the Process and the 
LICENSEE can choose one of thea. Where the LICENSEE would pref er to 
select a Contractor with previous wort experience in his countrJ, the 
LICENSOR should give due consideration to this preference. (See also 
the guidelines for annexure VI, which indicate the procedures for 
co-ordination between LICENSOR, LICEllSEE and Contractor.) 

Sometimes the draft of such a secrecJ agreement bet•teen the 
Contractor and the LICENSOR foras an annexure to th• Agree11ent. · 

Secrecy and confidentiality LI 

The purpose of this Article is to protect the LICENSOR's secret 
information, usuallJ for the duration of the Agree11ent. The ti .. 
limit on confidentialitJ is variable, depending on the Process, the 
competition, the technical and scientific value of the information 
and on other factors including legal liaitations. There are two 
texts, both of which suggest a period of 10 1ears for aaintaining the 
confidentiality agreement but the period should be negotiable. A 
10 year period aay be too long or too short. 

Text B differs in that it obligates the LICENSEE to "impose" the saae 
secrecy provisions upon his eaployee~, sub-contractors etc. In text A, 
this obligation is covered by Article 4.4.2, which provides that such 
personnel are bound by the secrecy agreement signed by the LICENSEE. 

In text A, the secrecy agreement with tbe Contractor is iapleaented by 
asking the Contraetor. and his sub-contr·actors to sign a secrecy 
agr~ement before cOllllencing work. 

11 This subject is discussed in detail in Licensing Guide for DeveloDin& 
Countries (Geneva, World Intellectual Property Organization, 1977), par••· 238-283. 
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This Article is a standard definition of exceptions to the rule 
concerning Confidential Inforaation. 

The difference betweec text A and text B is that in text B the onus 
of proof is put on the LICENSEE and the conditions under which 
inforaation can be disclosed are 110re restrictive. Text B also 
iaposes a restriction on disclos~re if the sa11e inforaation ca11e f~oa 
a third partJ under a secrecJ provision. even if the inforaation was 
not supplied bJ the LICENSOR to the third partJ. 

Article 4.4.4 deals with the extent to and the .. oner in which 
inforaation can be disclosed bf the LICEllSEE to the Contractor. 
vendors of Equipment. insurance c011panies etc. 

BJ the use of the words "without prior approval". text A gives the 
LICEllSEE greater freedoa in disclosing information when calling for 
bids for Equipment. Text B oaits these words because, in the view of 
SOiie LICEllSORS, theJ unnecessarilJ dilute the confidentialitJ iaposed 
on the LICEllSEE. 

TPit B also requires third parties to sign a secrecy agreeaent with 
the LICENSOR before the LICEllSEE discloses anf information to thea, 
whereas text A only requires a sta,dard secrec1 agreement between .,he 
third parties and the LICEllS~"E who, in turn, is bound by his secrecy 
agreeaent with the LICENSOR. Even in the arrangeaent conteaplated i3 
text B, the LICENSOR will in 110st cases only require a direct secrecy 
agreeaent with third parties for special parts of the ~ow-How, which 
could be identified in the Agreement. 

Article 4.4.5 regulates the disclosure of Confidential Information to 
a Gover1111ent agency or a regulatory body. Text A. which recognizes 
the legal position prevailing in aany developing countries, allows 
the LICENSEE to disclose such information when called upon to do so. 

In the case of text B, a secrecy Agreement is required even fr.,. the 
Governaent authorities concerned before disclosure. 

This Article covers the conditions of disclosure of information to a 
national research laboratory, and is of particular importance when 
certificates of fertilizer analyses are legally required. 

Article 4 sets out the obligations of the LICENSEE and since, in a 
licensing agreement, their scope is clearly defined and liaited in 
Article 3, the LICENSEE must be responsible for all the iteas of work 
not expressly assigned to the LICENSOR. 

Article 5. Co-ordination of the work 

5.1 Normally a LICENSEE will not require help froa the LICENSOR for the 
aaintenance of a Plant, and where help is required for the operation 
of the Plant after the Performance Guarantee Tests, it should be made 
the subject of a sepa~ate agreement. Therefore, the assistance of 
the LICENSOR is required only for the detailed engineering, Start-Up 
and c0111Dissloning of the Plant. During the Perforaance Guarantee 
Tests, the LICENSOR has broader functions, as he will be giving the 
instructions for the operation of the Plant. 
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5.2 Process design 

5.3 

5.3.l 

5.3.2 

5.3.3 

5.3.4 

5.3.5 

5.4 

LICENSEES in deyeloping countries should insist on tbe right to sead 
representatiYes to tbe LICEllSOR's design office so that tbeJ baYe tbe 
,pportunitJ to exaaine and to faailiarize tb ... elYes vitb tbe 
Process. Tbe LICENSOR'S design office .. , be at tbe LIClllSOll's own 
offices or even at an engineering ca.paaf's office. 

Since this is an important step in tbe transfer of tecbaologJ'. tbe 
LICENSEE should send a teaa of experts who are capable of absorbing 
tbe Process tecbnolo&J and understanding tbe basis on wbicb tbe 
Equipment bas been selected. 

Detailed engineering 

Tbe obligation of the LIClllSC>a to assist in reYieving and approYing 
the detailed engineering is important if tbe contractor bas not bad 
previous experience of tbe s119e tJPe of Plant. 

The First Detail:d Eagineering lleetiag <•tict-off1 engineeriai 
11eeting) is the most important date froa the point of Yiew of the 
engineering contract because at this meeting the \:ontractor is 
present; it is the first tripartite eYent. 

This 11eeting should not be confused with the First Basic Design 
lleeting (Article 4.1) which is held onlJ between tbe LICEllSEE and tbe 
LICENSOR (see anne:oare YI for details of all meetings). 

Article 5.3.3 (b) requires the LICEllSOR's review and approYal of tbe 
critical parts of the detailed engineering of the Process. This 
costs additional .oner but will .. te it easier for th• LIClllSOR to 
agree to the Perfol'll&nce Guarantees required bJ the LICEllSEE in a 
developing countrJ (Article 3.5). The MOre detailed the engineering 
review, the higher the cost; therefore onlJ the essential aspects 
should be reviewed. 

Since the review bJ the LICENSOR is litelJ to tate some ti ... it is 
often undertaken after the 11eetings have taken place. 

The Contractor should underta~P 'he detailed engineering in 
accordance with the LICENSOR'• Process Engineering Design Package, 
otherwise the LICENSOR would not be able to guarantee the perfol'll&nce 
of the Plant. 

LIClllSORS will nol'll&llJ expect the design to be frozen at the First 
Basic Design lleeting and could be reluctant to give the LIClllSEE the 
right to demand aut011&ticallJ changes thereafter. If, however, the 
LIClllSll insists on carrJing out such changes, this could dilute the 
LIClllSOR's guarantees under the Agre ... nt. 

Procur ... nt 

Some licensees in developing countries .. J wish to include tbis 
Article. Usually the LICEllSOR is not involved in procur ... nt in 
licensing agreeaents between parties in developing countries. In anf 
case, the LIClllSOR aaJ ask for •dditional paJ918nt frOll the LICEllSIE 
for such services. 
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Tile LICEllSOR sboald •pre-qaalifJ• the sappliers of all critical 
Equipment and critical instrumentation bJ listing sacb suppliers 
ander clause 3.9 of anneDare YI.II. 

5.5 Construction of the Plaat 

Sa.e licensees aa1 wish to inclade this Article; bowewer. t•e 
LICBllSOR does not asaallJ pre-qaalifJ construction compaaies. 

5.6 Start-Up 

5.7 

5.7.1 

5.7.2 

5.7.3 

It is important for the LICBllSEE to state that the LIClllSOR will giwe 
the instructions for the Start-Up and Perforaance Guarantee Tests, as 
is done here; b01Mver, it is the responsibilitJ of the LICBllSEE to 
ensure that the instructions are carried oat, and the LICBllSOR sboald 
foraallJ infora the LICBllSEE if theJ are not being carried oat. This 
bas alreadJ been discussed aader the gaideliaes for Article 3.3.7. 

LICBllSOR"s persoaael 

This .Article covers the qaalificatioas aad saitabilitJ of t•e 
personnel the LICEWSOR proposes to eagage for carrying oat bis 
obligations. Text A requires that the LICBllSEE ap~rove sach 
appoinlllents; text B does not require sacb approval. An alternative 
possibilitJ would be to laJ down the aini .... qualifications for staff 
to be autuallJ agreed and, subject to these qualifications, the 
LICBllSOR could send out bis chosen staff. 

Text A of Article 5.7.2 gives the LICEllSEE the unilateral right to 
request the illllediate repatriation of •DJ of the LICBllSOR's personnel 
found wanting. Text 8 provides onlJ for consultation between the 
parties requiring the withdrawal of the LICEllSOR"s personnel. It aaJ 
be acceptable to some licensees provided that repatriation is at the 
LICEllSOR's expense, when bis staff is at fault. 

The reciprocal obligation regarding the repatriation of the 
LICEllSEE's trainees is found in Article 6.7, where alternative texts 
are proposed. 

NoraallJ both the LICEllSOR and the LICEllSEE should respect the 
existing social rules and practices in each other's countries. 

This Article defines the LICEllSOR's aaxiaua aan-Day obligation in the 
LICEllSEE's countrJ under the Agreeaent and liaits the d ... nds on bis 
technical personnel. 

Article 6. Training of the per~onnel of the LICEllSEE 

This Article, which should be read in conjunction with annexure X, is 
critical to the successful transfer of technologJ to the LICENSEE and care 
should be taken in ensuring that the Article is drafted to cover all the 
LICENSEE'• training requir ... nts. The plant chosen for training should be as 
siailar as possible to the Plant of the LICENSEE, and should be owned bJ the 
LICEllSOR or one of his licensees. 

6.1 This Article requires that the training progr .... aainlJ covers Plant 
operation, Plant aaintenance, handling of aaterials, quality control 
and effluent treatlleqt and safetJ .. asures for the Plant. Other 
specific aspects of Plant operation and aanag ... nt could be added if 
required. 
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It is important that the progr.-.e is designed and checked bJ the 
LICBllSEE and the LIClllSOR to enable the LICEllSEE"s personnel to learn 
the tecbnolo~ of tbe Process and the operation, .. intenance and 
control of the Plant. This is the objective of the progr.-.e but 
results will depend on the suitabilitJ of the training outlined in 
anne~re I and the capabilitJ and previous experience of the 
trainees. Bence, the LICEllSEE is obliged to ensure that the trainees 
have adequate qualifications to benefit froa the training tbeJ vil1 
receive. The training should be specific to the Process, Equip11ent 
and instrumentation according to the requirements of the Plant. 

6.2 This Article sets out in broad tet'8S the scope of the training and 
the rights of the LICEllSEE"s trainees to take detailed notes in a 
plant. 

6.3 This Article provides for training for the periods specified in 
annexure I and the plants at which such training will be given. 

Tile present licensing agreement provides for training of the 
LICEllSEE"s personnel onlJ at plants using the LICEllSOR"s technologJ. 
Some LICEllSEES .. , wish the training progr...e to be extended to 
include training bJ the LI.::EllSOl"s personnel at the Plant Site. In 
such cases, a separate sub-article could be added to Article 6.3. 

6.~ This Article defines the language to be used in training and 
instruction aanuals. In SOiie cases, the LICEllSEE aaJ wish to 
translate the aanuals into bis own language, in order to provide 
training to bis personnel, if tbe language of training is not bis own. 

6.7 This Article is reciprocal to Article 5.7.2 the comments to vbicb 
also applJ here. 

Article 7. Patent infringe11ent 

The vbole of text A of Article 7 needs to be read and coapared with 
the whole of text B of Article 7. It is clear in both texts :;rbere an 
obligation on tbe part of either partJ is created and this claritJ needs to be 
aaintained in &DJ text that the two parties aay negotiate. 

The LICEllSEE should recognize lbat a dispute about patents aight lead 
in tbe last resort to a coapulsory closure of bis Plant. Therefore, the 
LICEllSEE should conduct a patent search in his own country with tbe co-operation 
of the LICEllSOI, who should advise bia of ail possible beadings under vbicb the 
patent could appear. 

7.1 The purpose of this Article is to indeanify the LICEllSEE for the 
duration of the Agre ... nt against tbe infringeaent of patents for 
the use of tbe Process and tbe sale of tbe Product in the country 
where the Plant i• located and in the LICEllSEE's principal export 
aarkets. The LICEllSEE should seek a broad indeanification froa 
the LICEllSO! (text A> and only accept liaitations when specifie 
circuastances justifJ tbea. Various types of liaitations are 
discussed elsewhere !I and one possible alternative is given in 
text B. 

!I World Intellectual Propertf Organization, Licensing Guide for 
Qtyelopigg Countri11, WIPO Publication •o. 620 (Geneva, 1977). 
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Some L~CBllSORS claia that a li•itation on liabilities is justified 
because theJ are unable to ..ate a careful search of all third partJ 
patents that aight be inf~inged bJ the LICBllSEE in using the 
LICBllSOR's Process in the LICBllSEE's countrJ. Furthermore the lav of 
the LICBllSEE's countrJ and hence the LICBllSOR's liabilitJ under 
patent infringeaent cannot be unliaited but should be shared or 
eliainated. 

If the LICBllSOR's liabilitJ is unliaited, as in text A, then the cost 
of the licence would be increased to cover the rist of paJing the 
costs of patent infringeaent. However, if text B is used, the 
LICBllSEE aust find out the exact status of the Applicable Patents and 
whether &DJ suits are pending against their validitJ at the Effective 
Date of the Agreeaent. A list of the Applicable Patents in the 
agreed countries should also be obtained bJ the LICBllSEE. If the 
LICBllSEE accepts liaits on the LICEllSOR's liabilitJ, as provided for 
in Article 7.2.l, text B, then a corresponding change should aodify 
Article 3.8.1, text A, which provides for unliaited liability of the 
LICBllSOR for patent infringeaent. 

7.2 Defence of a patent suit 

This Article describes bow a patent suit should be defended if it is 
brought against the LICENSEE. Text A requires the LICENSOR to tate 
charge of the detence and disposal of such suit, and deaands the 
LICENSEE to assist the LICENSOR in the defence but without sustaining 
any expenses. Text B proposes that the LICENSOR shall conduct the 
defence at bis own expense (Article 7.2.2), under bis full control 
(Article 7.4) but with the assistance of the LICENSEE (Article 7.3). 
In text B, the LICENSOR's expenses shall be charged against his total 
liabilities under Article 8 (Article 7.2.3). Text B also requires 
that in case such alleged patent infringement is danied by a competent 
court, the LICENSEE shall reimburse the LICENSOR for all the expenses 
be bas incurred in defending the suit (Article 7.2.4). 

7.3 Possible alterations to the Plant to eliminate infringement 

Text A requires the LICENSOR to make alterations to the Plant at his 
own expense to eliminate the alleged infringement, provided that such 
alterations do not prevent the Plant from meeting the Performance 
Guarantees included in Article 3.5. 

Text B requests the LICENSEE not to reject "any reasonable offer" of 
the LICENSOR to modify the Process and/or the Plant in order to avoid 
infringement. In this text, the term "any reasonable offer" should 
be more clearly defined in relation to the Performance Guarantees. 

7.4 Conditions for settlement of the suit 

This Article ensures that neither the LICENSOR nor the LICENSEE will 
settle the suit unilaterally. Text A ensures a broad safeguard to 
both parties. Text B safeguards the LICENSEE under the rights 
granted in Article 3. 

Article 8. Agreement price and terms of parment 

8.1 The illustrative articles use a lump-sum method of payment for the 
services of the LICENSOR that are rendered outside the LICENSEE'• 
country, .including the granting of the licence. The costs of 
assigning the LICENSOR'• personnel to the LICENSEE'• country are to 
be paid on a per diem basis. 
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8.2 The words "rendered outside the LICENSEE's country" are for taxation 
purposes and could be altered for specific contracts. The taxation 
of paJllents, which is iaportant when deter•.ining the total licence 
fee, is discussed in the guidelines for Article 10.3. 

8.3 This Article provides that the luap-sua fees should be paid in three 
instalaents, one of which, the advance paJllent, should be paid within 
(30) Days of the date of execution of the Agreeaent. This period aay 
not be adequate as far as .. ny developing countries are concerned, 
because of the tiae required for Governaent approvals. In such 
cases, the period should be altered. 

8.4 The actual aode of paJ11ent in local currency could be decided on a 
case-to-case basis. It is advantageous for both parties that payaents 
covering local expenses should be paid in local currency. 

8.6 At the tiae pa;raents are aade, the exchauge rate of a currency aay 
diifer greatly froa what it vas when the Agreeaent vas signed. It is 
therefore iaportant to state (a) the currency in which the obligation 
to pay is made, and (b) the currency in which payments are to be aade. 
Usually the currency in which the obligation to pay is aade will be 
the one used for the payments. If it is not, the exchange rate to be 
used at the time of each payment aust be clearly specified in the 
Agreement. 

The LICENSEE may wish to hedge against an appreciation in the value 
of the currency in which the obligation to pay has been made. There 
are many ways of doing this and the LICENSEE should seek the advice 
of a bank. 

Article 9. Duration of the Agreement 

9.1 Effective Date of the Agreement 

The Agreement becomes valid when it is executed by both parties. The 
date when the Agreement becomes effective needs to be defined. The 
Agreement becomes effective when the LICENSEE's Government bas 
approved the Agreement and the LICENSEE has made the advance 
payment. The prior approval of the LICENSOR's Government can also be 
included (Article 9.1.1 (b) if such approval is relevant; if it is 
not relevant, Article 9.1.1 (b) can be deleted). If the project is 
financed by a credit agency, the Agreement would also have to be 
approved by that agency before becoming effective and an additional 
sub-article 9.1.1 (e) added. 

The approval of the Agreement by the LICENSEE'S Government is an 
important condition because an increasing number of developing 
countries have introduced national laws governing the transfer of 
technology with which the Agreement must comply. In some developing 
countries, the right to obtain foreiin exchange to mate payments for 
the Lieence is made conditional on such approval. 

9.2 It is obvious that after the signing of the Agreement, an unlimited 
period of time cannot be given to make it effective. This Article 
limits this period by agreement. 
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9.3 Duration of the Agreeaent 

9.4 

9.4.l 

9.4.2 

9.5 

9.5.l 

The duration of the Agreeaent bas been left to negotiation. Since 
75 per cent of the pa,J88nt is to be effected in t~e first fear, it is 
generallJ in the interest of the LICEllSEE to ensure that the full 
benefits of the Agreeaent accrue to bia within the shortest possible 
tiae and the duration of the Agreeaent is reasonable. 

In fixing the duration of the Agreeaent, the parties should take into 
account the following: (a) the legal tera of the unexpired property 
rights of the LICEllSOR; the fact that the protection conferred by 
patents usuallJ lasts a aaxiaua of 20 years; (b) &DJ liaitation on 
the teras that aay be iaposed by national law on the transfer of 
tecbnologf; and (c) the tiae period set for the perforaance of other 
obligations under the Agreeaent. 

The Agreeaent establishes periods for the autual obligations for 
aaintainin~ confidentiality (Article 4.4) and for the exchange of 
inforaation on Iaproveaents (Articles 3.2 and 4.2). In the Agreeaent 
the periods have been set at 10 years, but the length of the 
obligation as regards confidentiality aust take into account the type 
of inforaation provided, the pace of developaent in the field of 
technologf covered and the nuaber of persons exposed to the 
inforaation. 

Expiry of the Agreeaent 

In text B, the continuation of the rights under Articles 3.1 and 3.7 
is subject to the LICEllSEE carrfing out his obligations, in text A it 
is not. The two texts could be reconciled if the obligations were 
spelt out, e.g. aaking payments etc. 

The need for further obligations after the expiry of the Agreement, 
if anJ, clearlJ depends on the duration of the Agreement and the 
period of confidentialitJ under Article 4.4. The illustrative 
Article 9.4.2 has been drafted to cover a case where the period of 
confid~ntialitJ (Article 4.4) is longer than the period of the 
duration of the Agreement (Article 9.3). 

Termination 

As a general rule, neither partJ should anticipate a need to 
terminate the Agreement, particularly when payment is in the form of 
a lump sum. However, a legal provision has been made in this Article 
to cover unexpected situations. 

This Article safeguards the LICENSOR in the event of the LICENSEE not 
fulfilling his obligations under the Agreement. Some LICENSORS may 
request an additional Article stating that if the Agreement is 
terminated owing to the fault of the LICENSEE, the LICENSEE'• 
obligation as regards the secrecy agreement for the information 
already supplied should continue for the unexpired period, or for 
another limited period. 

Some LICENSORS may request the return of technical documents or the 
termination of their use in case the LICENSEE has not substantially 
performed his obligations under the Agreem~nt. 
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Soae LICEllSORS ast for tbe right to terainate or to re-negotiate tbe 
Agreement if tbe LICEllSEE bas terainatecl bis business or if there is 
a substantial change in ownership of tbe LIClllSEE and, in particular, 
if a coapetitor buJS tbe ownership of tbe Plant. Whilst it aigbt be 
appropriate to anticipate tbis tJPe of event, not all LIClllSEES would 
accept such ~n Article because it could frustrate tbe purpose of tbe 
Agreement after the la11p-saa licence fee bas already been paid. 

This Article safeguards the LIClllSEE in tbe event tbat tbe LIClllSOR 
defaults in bis obligations. 

Article 10. General conditions 

10.1 Bant guarantees 

A bant guarantee is provided to secure the advance paraent aade by 
the LICEllSEE and safeguards tbe LICEllSEE in tbe event of the LICEllSOR 
not fulfilling bis obligations. Whether a bank guarantee is required 
will depend upon tbe circ1111Stances. Text A of Article 10.1.1 provides 
for sucb a guarantee, text B does not (on tbe grounds that text A is 
unusual). 

In soae cases, tbe LICEllSOR also delivers on receipt of paraents for 
the Process Engineering Design Package (Article 8.3 (b)) a bant 
guarantee for an a90unt equal to his liability under the Agreement, 
as liaited in Article 3.8, less the aP.110unt due to the LICEllSOR under 
Article 8.3 (c); tbis bant guarantee reaains in force until tbe 
Perforaance Guarantees of the Plant have been successfullJ 
deaonstrated. 

Where any bank guarantees are required, a LICEllSOR aay require tbat a 
letter of credit should be opened for the contract price. Hence a 
LICENSEE should consider all the advantages and disadvantages while 
deciding on text A or text B. 

10.2 Insurance 

It is normal practice for the insurance policies specified under 
Article 10.2.2 to be taken out by the LICENSOR (for his personnel and 
automobiles) and by the LICENSEE <for bis personnel), particularly 
where local regulations require such insurance. 

10.2.3 This Article has been included because such insurance cover was 
rec01111ended by participants in the Third Consultation on th~ 
Fertilizer Industry . .!/ If the LICENSOR is willing, the LICENSEE 
should discuss with bia whether be bas such a corporate Professional 
inde111Dity policy and precisely what it covers. In some cases, the 
LICENSOR may be self-insured for the liabilities likely to arise froa 
this Agreeaent. 

Information is generally not available on whether such policies cover 
siaple negligence or a wider range of errors on the part of the 
LICEllSOI, and the LICEllSOR aay not be willing to disclose what his 

!I Btport of the Third con1ultation on the Fertilizer Industrr. 
Sio Paulo. Brazil. 29 Septeaber-2 October 1980 (ID/260). 



- 35 -

policJ covers because it covers the entire business of bis corporation 
rather than the serYice~ provided under the Agreement. SUcb policies 
are often onlJ for loss of propertJ or loss of life. 

In view of these considerations. and the fact that corporate 
professional ind8111litJ insurance is unusual. the Article bas been 
aarked "optional". 

•o provision bas been aad~ in this Article for insuring against the 
defective specification uf aaterials of construction bJ the LICEllSOR. 
except in so far as su~h defects a&J be covered bJ the professional 
inde11DitJ insurance. 

10.3 Taxes and levies 

The iaplications of this Article should be carefullJ considered bJ 
the LICBllSEE. 

10.3.1 This is a general Article stating that the fees cover all taxes 
outside the LICBllSEE"s countrJ. 

10.3.2 This Article should cover incOll8 tax. other taxes. customs duties. 
iaposts and levies iaposed on the LIC-aOISOR or on bis eaplofees in the 
LICEllSEE's countrJ to be agreed upon from ~·se to case in conformity 
with the laws in the LICEllSEE's ~ountr1: 

(a) Considering the relevant laws in the LICEllSEE's country 
including the existence or non-existence of an agree11ent for the 
avoidance of double taxation between the countries of the LICEllSEE 
and the LICBllSORi 

(b) Enabling the LICBllSOR either to receive the pa,.ents from 
the LICEllSEE free of the above taxes etc. or to have considered thea 
when fixing the U10unts to be received bJ the LICEllSORi 

(c) Obligating the LICEllSOR. in case of &DJ of bis taxes having 
been assumed bJ the LICBllSEE. to co-operate with the LICEJISEE to 
ainiaize such tax burdens and to reiaburse the LIClllSEE with any tax 
savings that the LIClllSOR a&J have in bis countrJ resulting froa tax 
p&Ja8nts effected bJ the LICEllSIE, particularlJ as a result of double 
taxation agreeaents. 

10.4 Settlement of disputes and arbitration 

Despite the mutual confidence that the two parties have in each other 
at the Effective Date of the Agreement. differences of opinion can 
arise in the interpretation of its provisions. Article 10.4 provides 
for a procedure to refer such disputes to arbitration. However. an 
attempt at reconciliation is called for before foraal arbitration is 
sought. 

In this connection. the party claiaing default aust do so in writing 
at the earliest opportunitJ in order to establish his rights 
(Article 10.4.2). Article 10.4.3 prov\des for the use of the pro­
cedures of an agreed court of arbitration. such as the arbitration 
laws of a specified countrJ. the rules of the United Nations 
Coamaission on International Trade Law or the rules of the 
International Chlllber of COllll8rce. 
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The arbitration rules chosen should be specified either in the 
Agrec:.r.ent or in a separate annexure. Each alternative bas been 
discussed elsewhere. 10/ 

As regards arbitration, it is iaportant to clarify: 

(a) Hov the arbitrators are appointed; 
(b) The rules governing the arbitration; 
(c) The venue and language; 
(d) The governing lav of the Agreement. 

The governing lav of the Agreement is described in Article 11.3. The 
venue and language of the arbitration are given in Article 10.4.7. It 
should be noted that the lav of a developing country .. y state that a 
licensing Agreeaent will not be approved by the Govermaent if it 
includes a clause .. ting arbitration in another countrJ or under 
another national lav applicable. 11/ 

10.4.6 In soae cases, the LICEllSOR .. y require a secrecy agreement froa the 
arbitrator(s). 

10.5 Force .. jeure 

10.5.3 
and 
10.5.4 

Since the definition of iorce .. jeure could be different under 
different jurisdictions, certain causes of force .. jeure that could 
be encountered are enuaerated in Article 10.5.1. 

In soae cases, strikes, lock-outs and concerted actK of workers and 
changes in the law and regulations of the Government in the 
LICEifSEE's and LICEllSOR's countries aa1 be included as r.auses of 
force aajeure. In that event, the following additional Article aa1 
be added after Article 10.5.2, particularlJ if strikes ate included 
in the definition: 

"The affected partJ shall be diligent in endeavouring to prevent 
or to remove the cause(s) of force aajeure. Upon receipt of the 
notice of force .. jeure, the other partJ shall confer proaptly 
with the affected partJ and agree upon a course of action to 
remove or to alleviate such cause(s), or shall seek alternative 
methods of achieving the same performance objectives under the 
Agreement." 

If the conditions of force majeure continue uninterrupted for a long 
time (six months is suggested but any other period could be chosen), 
then the parties shall seek a solution through consultations 
(Article 10.5.3) and, in case of lack of. agreement, seek a solution 
through arbitration (Article 10.5.4) or terminate the Agreement. 

10/ World Intellectual Property Organization, Licensing Guide for 
Developing Countries, WIPO Publication No. 620 (Geneva, 1977). UlllDO, 
Guidelines for Evaluation of Transfer of Technologr Agreements, Development 
and Transfer of Technolog1 Series No. 12 (ID/233). 

111 World Intellectual Property Organization, Licensing Gulde for 
I>fveloping Countries, WIPO Publication No. 620 (Geneva, 1977), para. 642. 
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Article 11. Bi&~ellaneous provisions 

11.1 AssigDJ1ent 

These guidelines and illustrative articles provide for a general 
requirement that the other partJ should approve in writing in advance 
&DJ assigDJ1ent of the Agree..ent to a third partJ. The LICENSEE is 
unlikelJ to vithtold such approval if the LICENSOR wishes to change 
the legal entitJ of the faailJ of enterprises of which he is a mellber. 
But the LICERSOR aaJ object with good reason if the ownership of the 
LICENSEE is transferred to a new owner that is a competitor. 

An additional Article aaJ be added to Article 9.4 to aake such a 
transfer of ownership to a competitor a cause fGr teraination of the 
Agreeaent. Another approach would be to include in Article 11.1 a 
provision that the Agreement cannot be assigned bJ either partJ 
without the consent of the other in the event that there is a merger 
involving a coapanJ that owns the tecbnologJ within the field of 
agreement. 

11.2 General provisions 

11.2.1 This is an important Article because some preliminarJ 
information aaJ have been exchanged before the conclusion of 
the licer.; ing Agreement itself. 

11.3 Applicable laws and conforaity with local statutes 

In some countries, the governing law must be that ~f the countrJ 
where the Plant is located; where there is a choice, the other 
possibilities are the law of the LICEllSOR's countrJ, the law of a 
neutral country etc. 

A licensing Agreement bas multiple facets, often involving contacts 
in more than one country. It is therefore essential to indicate 
which is to be the governing o~ applicable law. The law of some 
developing countries in1ists that their own national law governs ·~~ 
transaction. 

11.3.2 This Article provides for the action to be taken in the ever.~ 
that laws in the LICEllSEE's country are changed after the 
Effective Date of the Agreement. 

11.4 Language 

This Article and Article 11.2.4 ~overn the language to ba used in the 
Agreement. It has been the practice to write contracts in an 
internationally recognized language that uses terms and expressions 
colll!\Only used and understood among the contracting parties. In cases 
.,•,ere the Agraement is written in two ver!'ions using different 
languages, lhe officia~ version should be sp~~ified in this Article. 

11.5 Standards and code~ 

Standards and codes must be decided either before or at the First 
Detailed Engineering Meeting at the latest. The standards and codes 
required for the Process Engineering Design Package should be decided 
at the time of the signature of the Agreement. 
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11.6 Notices 

This Article should tate account of the most reliable form of 
caa.unication between the parties. It .. J be telex or tbe facsiaile 
transaission of docuaents, which is more reliable than registered 
.. il. 

11.6.1 The period of DaJS allowed for serving the notice can be 
eliainated if telex or facsiaile transaission is used and 
acknowledged. 

11.7 Approvals 

Thir Article describes no=aal practice in the industry. 

11.8 National securi~t 

This Article has been included at tbe suggestion of some developing 
countries who have found this to be an iap..>rtant consideration. 
Parties who do not find so aay delete this Article. 

Annexures 

The annexures are an important integral part of the Agreement, and where 
complementary to any Article should be read in conjunction with that Article. 

Annexures I to IV need to be considered specifically for the process 
concerned and the fertilizer(s) to be manufacturered. In the illustrative 
Articles, they have been drawn up for an amaonia plant using one process. 

Annexure IV deals with the quality of the product to be aanufactured. It 
should either be specific to the requirements of the market (e.g. finished 
f~rtilizer) or to the requirements of downstream plants (e.g. 8lm10nia used to 
mate urea). 

Annexure V containa a preliminary layout of the Plant at the Site and 
should be revised and firmed-up at the First Basic Design lleeting as far as 
possible. The definition of battery limits is important as it gives definite 
limits to the engineering services of the LICENSOR. An illustrative example 
is given in annexure V. 

Annexure VI contains the design basis for the Plant (clause 1.1 of the 
annexure) as well as the procedure for the transfer of technology to the 
contractor and the LICENSOR, and a list of the documents required. Detailed 
guidelines for the Annexure VI are given at its beginning. 

Annexure VII consists of a time schedule for the LICENSOR'• services and 
could be modified or altered when a Contractor is appointed, as the scope of 
the contract with the Contractor may necessitate such modifications. 

Annexure VIII is an extremely important part of the Contract particularly 
where it relates to the Process Engineering Design Package (clause 3 et seq.). 
This could be modified and altered, if required, when a Contractor is 
appointed, for the reasons stated above. 

Clause 3.3 of annexure VIII consists of contents of the operating manual, 
which, as far as the LICENSOR is concerned, deal with the process. This 
manual would need to be amplified bJ the Contractor to take into account the 
mechanical operation of the Plant, and should be re-checked by the LICENSOR 
(see note to clause 3.3). 
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Clause 3.9 is a list of the Equipment considered critical bJ the LICENSOR 
(and the LICENSEE) and the vendors of such Equipment are specified. If the 
critical Equ:r:ant is of a proprietorJ nature. it is sometiaes (e.g. phosphoric 
acid reactors) supplied by a single .. nufacturer to the LICENSOR'S detailed 
drawings. In sucb cases, the price of the Equipment should be established at 
the tiae of the Agreeaent, otherwise it a&J increase if orders are placed after 
the Agreement has been signed. In case such critical Equipment exists, it 
should be inspected by the LICENSOR for coapliance with the drawings. 

Annexure IX deals vith the daily fees and noraal facilities given to the 
LICENSOR's personnel at the Site. The nuaber of personnel required will 
depend upon the resources of the LICENSEE and the contractor, and should be 
deterained on a case-to-case basis. 

Annexure X deals with the categories of personnel to be trained by the 
LICENSOR, and is in the nature of a check-list. The number of personnel could 
be altered, depending on the LICENSEE's experience and resources, and the 
plants where they are to be trained should be specified. 

Annexure II is an extremely iaportant part of the Agreeaent and contains 
the guarantees that are offered by the LICENSOR for his Process. The exaaple 
in this annexure is only applicable to an uamonia process. This annexure 
should be completed on a case to case basis, and should be as coaprehensive as 
possible. Where more than one product is being aanufactured (e.g. in the case 
of NPK fertilizers), guarantees for each product should be given separately. 

Annexure III contains the model form of bant guarantee for advance 
paJDl8nt reconmended by UllIDO. It is only applicable when text A of 
Article 10.l of the Agreement is used. 

If a bond for advance payment is accepted by the LICEllSEE, the wording is 
gen~~ally modified by the bonding agency. The bond should be carefully 
exaained and should avoid wording that could involve expensive litigation in 
enforcing the bond. 

Annexure XIII is only an indicative list of the conditions of llechanical 
Completion and readiness of the Plant for Start-up. It could change on a 
case-to-case basis. In any event, this is an iaportant annexure and should be 
carefully reviewed as it forms an interface between the responsibilities of 
all three parties. 

It should be emphasized that many of the illustrative Annexures are in 
the nature ~f check-lists and illustrative clauses for an agreement for an 
aaaonia plant and should be read as such. 



III. ILLUSUATIYE ARTICLES OF A 
LICENSING BI> ENGINEERING SERVICES AGREEllENT 

ARTICLE 1 

Definition:" 

In this Agreeaent. the following expressions shall have the aeanings 
assigned to thea in this Article: 

1.1 "Agreement" shall aean this Licensing and Engineering Services Agreement 
together with the Annexures entered into between the LICENSOR and the 
LICENSEE for the grant of the Licence to use the Process as hereinafter 
defined, together with all of the documents that have been made a part 
of the Agreeaent including such aaendaents and/or changes made to those 
docuaents bJ autual written agreeaent between the parties. 

1.2 "LICENSOR" shall aean the partJ naaed as such in this \greement or bis 
successors or pernitted assigns. 

1.3 "LICENSEE" shall aean the party naaed as such in this Agreement or bis 
successors or peraitted assigns. 

1.4 "Applicable Patents" shall aean the patents and patent applications. 
according to which the Plant shall be designed, owned or controlled by 
the LICENSOR, as the case may be. the aore important of which are given 
in annexure I. 

1.5 "Approval" shall have the meaning ascribed to it in Article 11.7. 

1.6 "Basic Design Data" shall mean the information provided by the LICENSEE 
as prescribed in clause 1.1 of annexure VI. 

1.7 "Commercial Production" shall mean the continuous production of 
specification-grade Product at the rate of ( ) for ( ) Days. 

1.8 "Confidential Information" shall mean the Confidential Information as 
defined in Article 4.4. 

1.9 "Contractor" shall mean the engineering organization(s) appointed by the 
LICENSEE to undertake detailed engineering. procurement and erection of 
the Plant based on the Know-How. 

1.10 "Days" shall mean calendar days. 

1.11 "Effective Date" shall mean the date on which this Agreement shall come 
into effect in accordance with the provisions of Article 9.1. 

1.12 "Expanding the Capacity" shall mean an increase in the capacity of the 
Plant, in excess of the design capac1~y. consequent on the installation 
of additional iteas of major equipment or the replacement of major items 
of equipment by equipment of a larger capacity, as described in 
Article 3. 7. 

1.13 "first Basic Design Meeting" shall mean the first technical meeting 
between the LICENSEE and the LICENSOR according to Articles 4.1 and 5.2 
and anne1ure VI, cl~use 1.2. 
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1.14 "First Detailed Engineering Beeting" shall mean the first meeting 
between the LICEKSEE, the Contractor and the LICEllSOR following the 
appointaent of the Contractor according to annexure YI, clause 2. 

1.15 "Perforaance Guarantee Test(s)" shall mea~ the test operation of the 
Plant as specified in Article 3.5 to be undertaken for tbe purpose of 
de.onstrating the Perforaance Guarantees. 

1.16 "laprove.e&ts" shall mean any modification or refine.ent of the Process 
and/or bow-Bow, whether patf:nted or not, which bas been developed or 
acquired during the period C•>vered bf this Agree.ent bf one of the 
parties hereto, or during the period fixed in the Agreement and which is 
capable of iaproving the technical and/or characteristics of the Process. 

1.17 "bov-How" shall mean all tbe technical data, information drawings, 
designs and instructions re •. avant to the "Process" in the possess~on of 
the LICENSOR, in industrial use and operated in the LICEllSOR's and/or 
bis other LICENSEES' plant(s) at the Effective Date and which the 
LICENSOR is entitled to disclose, which is embodied in the Process 
Engineering Design Package and which is sufficient to enable an 
experienced Contractor to undertake the detailed engineering and 
construction of the Plant, and to enable the LICEllSEE's personnel to 
operate the Plant on the basis of the Process. 

1.18 "llechanical Coapletion" shall mean the time when the physical 
construction of the Plant bas been coapleted, all the necessary 
mechanical tests have been satisfactorily coapleted, the Mechanical 
Cmapletion Certificate bas been issued and the Plant is ready for 
Start-Up as defined in annexure XIII. 

1-19 "Performance Guarantees" shall aean the guarantees of performance of the 
Plant as defined in Article 3.5 and annexure XI. 

1.20 "Plant" shall mean the .. nufacturing facilities to be built bf the 
LICENSER at the Site in ( country ) according to the Process for the 
production of ( ·Product ) at a design capacity of ( ) tonnes per annua 
based on (330) operating Days per annua. 

1.21 "Process" shall mean (the latest) 12/ c0111ercially proven process 
developed or acquired and owned by the LICENSOR at the Effective Date, 
which is the subject of this Agreement, and which is described in detail 
in annexure II. 

1.22 "Process Engineering Design Package" shall contain the Know-How as 
defined above in Article 1.17 and described in more detail in 
annexure VIII. 

1.23 "Pr~duct" shall mean the product(s) of the Plant according to the 
specifications set forth in annexure IV. 

1.24 "Site" shall mean the land upon which the Plant is to be constructed as 
specified in annexure v. 

111 The words in brackets are to be removed if the Process purchased is 
not the latest to bo developed or acquired by the LICENSOR. 
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1.25 "Start-Up" shall mean the date bf which the operations of pre-commissioning 
and commissioning shall hawe been coapleted and the Plant c011mences the 
production of Product(s). 

1.26 '"Technical Adwisor" shall mean &DJ person or person(s) appointed bJ the 
LICEllSEE for giwing Approval under the contract. 

1.27 '"Technical Documentation" shall mean the technical documents described in 
annexure YI and annexure VIII. 

1.28 '"Tonne(s)" refers <refer) to metric tonne(s). 

1.29 "Equip11ent" shall mean all the equip11ent ... chinerf. apparatus. 
instruments. c011aissioning equip11ent and spares required to operate tbe 
Plant in accordance vitb the Agree.eat. 
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ARTICLE 2 

Description of the Plant and tbe Process 

2.1 'rile LICEllSEE intends tG establish a Plant at ( n..e of tOWD ) ia 
( country) to aaaufacture specification grades of ( Product ). The 
~esiga capacitJ of the Plant shall be ( ) Toanes of Product per Day oa 
stre .. and shall be designed to operate at least (330) Days per r~ar. 

2.2 'rile Plant shall usk the Process as described in 
anaexare II and consist of the units described ia aanexure Ill. 

2.3 'rile Plant shall be designed to produce the different grades of Product 
according to the specifications described ia aaaexare IY. 

2.4 'rile preliainarJ outline of the Site of the Plant is prowided for in 
aanexare Y. 

2.5 'rile feedstock has the specifications detailed ia annexare II. 

2.6 'rile Process cowers all the aaaufacturing facilities between the points 
where feedstocks. other raw aaterials and utilities enter the Plant and 
the points at which the Product and effluents leave the Plant. 'rile 
batterJ liaits of the Plant are specified in annexare Y. 
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ARTICLE 3 

Obligations of the LIClllSOR 

3.1 Grant of patent rights and licence 

The LIClllSOR warrants that be bas tbe right to grant and berebJ agrees to 
grant to tbe LICEllSEE on the Effectiwe Date a non-exclusiye non-transferable 
licence and tbe right to use tbe ~ow-Bow and the Applicable Patents for the 
purpose of: 

(a) Designing, constructing and operating tbe Plant for tbe 
manufacture of the Product(s) and to use the Process Design Engineering 
Package to purchase or to acquire &DJ equipeent, apparatus or anJ 
specialized equipeent required for this purposei 

(b) llanufacturing the Product(s) in tbe Plant corresponding to tbe 
capacitJ defined in Article 2.1 and, without restriction fron the 
LICEllSOI, to use and sell tbe Product in < country ) and in anJ other 
country or countries. 

3.1.1 The grant of the licence and rights according to Article 3.1 shall 
not be interpreted to miean: 

(a) An assignment of the LICEllSOR"s proprietarf know-bow and 
title to the Applicable Patents to the LICEllSEEi 

(b) The grant of rights under tbird-partJ patents or 
tnow-bOlf pertaining to the aanufacture, sale, or use of know-bow 
pertaining to the aanufacture, sale, or use of equipment, 
apparatus, or catalrsts. 

3.2 Iaprovemients in the Process 

The LICEllSOR undertakes of bis own initiative to aake available to the 
LICEllSEE all ainor laproYemients in the Process developed or acquired by 
the LICEllSOR and of which be is entitled to dispose for the duration of 
tbe Agree.eat (or, if agreed, a specified period) and spe~ifically: 

<•> To aake available, free of charge, all Iaprovements in 
operating techniques, preventive aaintenance and safety measures, and 
Process developments not covered by (b) below applicable to the Plant 
including other relevant data and proprietary inforaation which are made 
avai~able fre~ of charge by tbe LICEllSOR to other licensees of the 
Processi 

(b) To grant to tbe LICEllSEE, on payment of a reasonable fee to be 
agreed upon and on agreed terms, the rights to use Process proprietary 
developaents iapleaented or acquired by the LICEllSOR, including patented 
develoP119nts, which could result in significant 13/ iaprov8118nt(s) in the 
capacity. reliability and efficiency of the Plant and quality ~f the 
Products. 

13/ The word "significant" should be clarified and negotiated on a 
case-to-case basis. 
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3.2.1 The LICENSOR shall infora the LICENSEE in writing or in any other 
appropriate way, such as aeetings for the exchange of inforaation 
aaong LICENSEES, of the availability of all Improveaents in the 
Process vtaen they are developed or acquired by the LICENSOR and 
applied in the LICENSOR'S plant or plants of any other licensee 
who, in bis respective licence agreeaent, has agreed that such 
iaproveaents aay be disclosed bJ the LICENSOR to the LICENSEE. 

3.3 Supply of Technical Docuaentation and related services 

The LICENSOR shall supply to the LICENSEE sufficient technical infol"!98tion 
and lnow-How related to the Process to enable the LICENSEE to undertake, 
through bis Contractor, the detailed engineering of the Plant, to 
construct the Plant, to COllllission the Plant froa a process engineering 
point of view and to operate the Plant. The docU1M:ntation to be supplied 
for this purpose shall include: 

(a) The Process Engineering Design Package described in annexure Villi 

(b) The other technical information, data and drawings listed in 
annexure VI. 

3.3.1 The LICENSOR shall ensure that all information required for the 
detailed engineering of the Plant by the LICENSEE through the 
Contractor is made available in accordance with the tiae schedule, 
place of delivery and nwaber of copies required, as detailed in 
annexures VI and VIII. In the event that the documents s~pplied 
are incomplete and have to be coapleted, the date of delivery of 
the documents shall be the date on which such completions are 
supplied by the LICENSOR provided LICENSEE has provided the Basic 
Design data in tiae. If any explanation is required by the 
LICENSEE through the Contractor, such explanation shall not be 
unreasonably withheld by the LICENSOR. 

3.3.2 The LICENSOR shall arrange for the personnel of the LICENSEE and, 
subject to the approval of the LICENSOR, for his Contractor to 
visit on agreed occasions the LICENSOR's plants operating at 
( locations ) using the Process. These visits shall be scheduled 
so as not to interfere with the operation of the plants visited. 

3.3.3 ~he LICENSOR shall supply any other information on the Process and 
Know-How that ma~ be ~easonably required by the LICENSEE through 
his Contractor for undertaking the detailed engineering, erection 
and operation of the Plant. 

3.3.4 The LICENSOR shall deliver to the LICENSEE, as detailed in 
annexure VIII, the names of the vendors supplying all ite1ts of 
Equipment of a proprietary or critical nature that form an 
essential part of the Process that are listed in annexure VI and 
shall specify the instruments and supplies recoaaended. 

3.3.5 The list of the major items of engineering services that may 
affect the Performance Guarantees of the Plant are detailed in 
annexure VI. These include all the items of detailed engineering 
which the LICENSOR wishes to approve and those which the LICENSEE 
requires the LICENSOR to review and approve. The LICENSOR shall 
review for conformity with the Process Engineering Design Package 
the detailed engineering design of all the items listed for such 
approval in annexure VI. 



3.3.6 The LICEllSOR shall indicate the suppliers of catal1sts and other 
ch .. icals required for the Start-Up of the Plant, the 
de90nstration of the Perforaance Guarantee Tests and the 
subsequent operation of the Plant. · 

3.3.7 The LICEllSOR shall provide coapetent personnel to instruct and 
witness the c01111issioning and Start-Up of the Plant and the 
conducting of the Perforaance Guarantee Tests. 

3.4 (See guidelines.) 

3.5 Perforaance Guarantees of the Process 

Subject to the conditions given below, the LICEllSOR guarantees that the 
Plant shall aeet the Perforaance Guarantees listed below during a 
continuous Perforaance Guarantee Test run: 

(a) The Plant shall produce ( ) Tonnes per DaJ of { Product ) of 
specification grade in accordance with annexure IV; 

(b) The consuaption of raw aaterials and utilities shall be as 
given in annexure XI; 

(c) The qualitJ and quantitJ of effluents and eaissions shall be in 
accordance with annexure XI; 

(d) The application of the Process and the operation of the Plant 
shall meet the safetJ and environaental requireaents as specified in the 
Basic Design Data furnished bJ the LICEllSEE, 

Provided that the following conditions are aet: 

Ci) The Plant bas been designed and constructed in strict 
accordance with the Process Engineering Design Package, the 
loow-How and Technical Docuaentation furnished bJ the 
LICENSOR, subject to anJ changes approved in writing by the 
LICENSOR; 

(ii) The LICENSEE provides a constant and adequate supplJ of the 
raw materials and utilities as defined in annexure XI and 
eaplofs a catalyst recOBmended by the LICEllSOR; 

(iii) The LICENSEE provides the number of trained personnel for the 
Plant as defined in Article 6 and annexure X; 

(iv) The Plant is mechanically complete and ready for Start-Up as 
specified in annexure XIII and is free froa mechanical 
defects; 

<v> The Perforaance Guarantee Test is run for the periods 
specified in Article 3.5.1 and is operated according to the 
instructions of the LICEllSOR and according to good 
engineering and noraal operating practice. 

3.5.1 A Performance Guarantee Test shall be perfor11ed within (3) 110nths 
from the lle~hanical Coapletion, and after the Plant bas been operating 

l!I This period would be as agreed between the Contractor and the LIClllSll. 
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at an average of (90) per cent of capacity for (20) Days. 14/ and 
the Perforaance Guarantee shall be demon$trat d by aeans of a 
(10)-Day continuous operation test of the Pl. . during which: 

(a) The Plant produces ( ) Tonnes of Product; 

(b) The Product. when separately collected in each (S)-hour 
shift and analysed in acco~~•dce with the procedures contained in 
annexure IV. aeets the ~~cifications provided in annexure IV 
d~ring each shift; 

(c) The effluents and e11issions. when analysed at regular 
intervals in each (8)-hour shift. aeet the specifications provided 
in annexure II. 

3.5.1.1 During the (10)-Day period. the following guarantees 
shall be de110nstrated within a (7)-Day consecutive 
period: the consU11ption of raw .. terials and utilities. 
when averaged over the (7)-Day test period. shall aeet 
the guarantees provided in annexure XI. 

3.3.2 The LICENSOR shall prepare a Perforaance Guarantee Test report 
based upon the aeasureaents carried out jointly b~ the LICENSEE 
and the LICENSOR"s personnel during the Perforaance Guaraatee 
Test(s) i1111lediatelJ after c011pletion of the tests. and the report 
shall be countersigned bJ the LICENSEE. If the Plant•s performance 
is satisfactorJ according to Article 3.5. the LICENSEE shall issue 
to the LICENSOR an acceptance certificate within (2) DaJs of 
completion of the report and. if unsatisfaclorJ. shall stale his 
reason2 for withholding the certificate. 

3.5.3 If the Plant does not aeet the guarantees laid down in Article 3.5. 
the LICENSOR and the LICEllSEE. assisted by the Contractor, shall 
meet to determine the reasons for this fail·re. 

Text A 

The LICEllSOR shall, within 
( ) DaJs thereafter, 
advise the LICENSEE on 
whether changes in operating 
procedures, modification or 
replacement of Equipment or 
installation of additional 
Equipment or facilities are 
required to meet the Perfor­
mance Guaran~ees. 

Text B 

If the failure is attributable 
to the LICEllSOR. the LICENSOR 
shall without delar advise the 
LICENSEE on whether changes 
in operating procedures, 
modifications or replacement 
of Equipment or installation 
of additional Equipment or 
facilities are required to 
meet the Performance 
Guarantees. 

3.5.4 If the Performance Guarantees are not aet owing to defects in the 
Process and/or Process Engineering Design Package attributable to 
the LICENSOR, the LICEllSOR shall, at his own expense, provide such 
drawings and/or data as are necessary to rectify the defects and 
thereby to achieve the Performance Guarantees. The LICEllSOR and 
the LICENSEE shall determine a mutually agreeable schedule tu 
incorporate such changes, modifications or additions to the Plant. 
The LICENSOR shall bear th@ coat of basic and detailed design 
procurement end inspection of the required Equipment necessary to 
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aate such changes. The LICENSOR shall also bear the cost of 
replaceaent ex-Site of incorrectly or inadequately specified 
Equipaent or aaterials. 

3.5.4.1 The aaxiaua aggregate liability to the LICENSOR in 
connection with the LICENSOR's Perforaance Guarantees 
under this Agreeaent shall not exceed ( >.except that 
such liait shall not apply to the re-perforaance of the 
services within bis original scope of wort under this 
Agreeaent. 

3.5.4.2 If during detailed engineering erection. c0111Rissioning or 
operation of the Plant or the running of the Perfor.ance 
Guarantee Tests. a fault in the basic Process engineering 
services given by the LICENSOR ~oder this Agreement is 
discovered. the LICENSOR shall advise the LICillSEE of the 
corrective action to be taken. and to repeat such of the 
services of bis original scope of wort as aay be 
required. without additional cost to the LICENSEE. 

Text A 
(beginning only) 

If the Perf oraance 
Guarantees are not 
met owing to reasons 
attributable to the 
LICENSEE (including 
reasons attribut­
able to the 
contractor) .•. 

Text_! 
(beginning only) 

If the Perforaance 
Guarantees are not 
met owing to reasons 
not attributable to 
the LICENSOR ... 

3.5.5 The LICENSEE shall, through the Contractor. proceed to effect the 
rectifications which in the professional judgement of the LICENSEE, but 
with the advice and approval of the LICENSOR, are necessary t~ rectify 
the defects and thereby to achieve the Performance Guarantees. T~e 

LICENSEE shall bear the costs of design, purchase, deliverJ and 
installation of the required Equipment necessarJ to mate such changes. 

3.5.6 If the LICENSOR and the LICENSEE do not agree as to the party to whom 
the reasons for the failure of the Performance Guarantee Tests is to be 
attributed, the parties shall try to find a solution by mutual 
agreement. In the event that no agreement is reached, the provisions 
of Article 10.4 on arbitration shall apply. 

3.5.7 The LICENSOR or the LICENSEE, as the case may be, shall in every case 
keep accurate records of the costs of rectifying any defect(s) in 
pursuance of this Article, and each party shall be entitled to receive 
copies of the relevant documents. 

3.5.8 The LICENSEE shall not be required to mate any payment to the LICENSOR 
for the extension of the services of the LIClllSOR"s personnel beyond 
the first unsuccessful Perform&nce Guarantee Test run, to the extent 
that the Plant fails to demonstrate the Perfot"!ll&nce Guarantees for 
reasons attributable to the LICENSOR. 
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Text A 

3.5.9 In the event that the Plant in 
the second Performance Guarantee 
Test is unable to de910nstrate the 
Performance Guarantees for reasons 
attributable to the LICENSOR. but 
achieves a performance above the 
ainiMUa specified below. the 
LICEllSOR -.1all have the right to 
paJ to the LICEllSEE liquidated 
duaages established in the aanner 
set out in Article 3.6 below. and 
thereupon be relieved of bis 
obligations in accordance with 
Article 3.6: 

(a) (95) per cent of the 
production capacitJ equivalent to 
( ) Tonnes per DaJ; 

(b) Consm1ption of feedstock 
exceeds the guaranteed level by 
( ) per cent; 

Text B 

3.5.9 In the event that the 
Plant is still unable 
in the second Per­
foraance Guarantee Test 
to de910nstrate the Per­
foraance Guarantees for 
reasons attributable to 
the LICENSOR. the LICEN­
SOR shall have the right 
to paJ to the LICKllSEI 
liquidated daaages 
established in the 
aanner set out in 
Article 3.6 below, and 
thereupon be relieved of 
his obligations in 
acccordance with 
Article 3. 6. 

(c) Consuaption of catalysts. 
chemicals. streaa and power exceeds 
the guaranteed level by ( ) per cent. 

Text A 

3.5.10 In the event that the Perform­
ance Guarantees are not aet 
and the liquidated damages under 
Article 3.5.9 do not apply 
and the LICENSOR refuses or is 
unable to suggest such recti­
fications to the Plant as to 
meet these conditions within 
( ) months, the LICENSEE shall 
have the right to rectify the 
Plant. For this purpose, the 
LICENSEE may approach any other 
party for advice and lnov-How 
on the operation or modification 
of the Plant and the LICENSEE 
may carry out such modifications 
of the Plant as may be necessary 
in ord&r to secure production 
of the Product in the quantity 
and of the specification and 
with the consumption of feed­
stock to the guaranteed levels 
specified in this Agreement. 
In doing 10, the party concerned 
shall sign a confidentiality 
agreement with the LICENSEE 
co-extensive with the confi­
dentiality agreelll8nt contained 

Text B 

3.5.10 In the event that the 
Plant in the final Per­
foraance Test is unable 
to .eet the Perfor11ance 
Guarantee Tests owing 
to a fault of the 
LICENSOR and the 
liquidated damages 
under Article 3.5.9 
do not apply and the 
LICENSOR refuses or is 
unable to suggest such 
rectificatior.s to the 
Plant as to meet these 
conditions within < ) 
months, the LICENSEE 
shall have the right to 
rectify the Plant. ro~ 
this purpose, the 
LICENSEE may approach 
any other party for 
advice and lnow-How on 
the operation or 910di­
f ication of the Plant 
as may be necessary in 
order to secure pro­
duct ion of the Product 
in the quantity and of 
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in Article 4.4. If no COllpetent 
partJ is available who shall 
sign the agree11ent, the LICEllSOR 
shall waive the secrecJ provisions 
of the confidentialitJ agree.eat. 
The LICEllSOR shall be liable to 
paJ for the full cost of the 
bow-Bow and drawings supplied 
bJ the new partJ, and up to the 
.. xiaua liability provided for 
in Article 3.5.4.l for modifi­
cations to.tbe Equipaent. 

the specification and 
with the consuaption of 
feedstock to the 
guaranteed levels 
specified in this 
Agreement. In doing 
so, tbe partJ concerned 
shall sign a confi­
dentiali tJ agreement 
with the LICEllSEE co­
exte~~ive with the 
confidentialitJ agree­
ment contained in 
Article 4.4. The 
LICEllSOR shall be 
liable to pay for the 
cost of the bow-How 
and drawings supplied 
bJ the new party, and 
for modifications to 
the Equipaent, all up 
to the .. xiaua lia­
bility provided for in 
Article 3.5.4.1. 

3.5.11 If, for reasons net attribctable to the LICEllSOR, the Perforaance 
Guarantees have not been demonstrated within ( ) months of 
supply of the Process Engineering Design Package, or within < ) 
months from the Effective Date, whichever COltes later, or after a 
Performance Guarantee Test having been unsuccessful, the LICEllSEE 
refuses or neglects to effect the rectifications according to 
Article 3.5.5 within ( ) months froa the date of the unsuccessful 
Perforaance Guarantee Test, the obligations of the LICEllSOR with 
regard to the Perfortaance Guarantees of the Plant shall become void 
and the Perforaance Guarantees shall be deemed to have been fully 
met, and the acceptance certificate under Article 3.5.2 shall be 
issued. 

3.5.12 If, for reasons not attributable to the LICEllSOR, the first 
Performan~e Guarantee Test bas not been aade within the period 
stipulated in Article 3.5.11 above, the LICEllSOR shall, at a time 
convenient to both parties, assist the LICENSEE in the Start-Up 
of the Plant at a latrr date. This will be subject to additional 
fees and travel expdnses, which take account of the increased 
costs to the LICENSOR, being agreed between the LICEllSEE and the 
LICENSOR. 

3.6 Liguidated damages 

The LICENSOR shall be subject to liquidated damages to be paid to t~e 
LICEllSE!: 

TeJ:t A 

3.6.1 If the LICENSOR fails to deliver 
the Process Engineering Design 

Tezt B 

3.6.1 11 LlCEllSOR fails to 
de. · ,, "• Process 
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Package in accordance with 
an11emre VII 

( amount ) 
for each week of delay. 

Engineering Design 
Package. for reasons 
attributable to the 
LICEllSOR. ~n accordance 
vith annexure VII 

( amount. ) 
for each week of delay. 

3.6.2 If. for reasons attributable to the LICEllSOR. the Plant fails to 
demonstrate the Perforaance Guarantees set out in Article 3.5 in 
the last Perforaance Guarantee Test conducted (and subject to the 
prGvisions of Article 3.5.9) 15/ the LICEllSOR shall paJ to the 
LICEISEI liquidated d ... ges. 

(a) To the ext9nt that the consuaption of catalysts. 
cbeaicals. ste .. and power per 1.000 kg of Product produced is in 
excess of the guaranteed quantities. the LICENSOR shall pay to the 
LICEISEI liquidated d ... ges as follows: 16/ 

(i) For every ( ) excess consuaption of (catal1sts) 0 a sua 
of ( amount ' per < ) ; I 

(ii) For everJ ( ) excess consuaption of (cheaicals>. a sua 
of < uiount ) per < ) ; 

(iii) For everJ ( > excess consuaption of steaa. a sua of 
< uiount > per < ) ; 

(iv) For every ( ) excrss consuaption of power. a sua of 
( UIOunt ) per ( ). 

3.6.2.l The LICENSEE. when the LICENSOR agrees that liquidated 
damages are due. may deduct the amount of such liquidated 
d ... ges from any payments due to the LICENSOR. 

3.6.2.2 The paJ1l9nt of such liquidated damages shall relieve the 
LICENSOR only from those specific ·bligations for which 
tte liquidated damages have be~n paid. 

3.7 Expanding the capacity of the Plant 

In the event that the LICENSEE desires to expand the capacity of the Plant 
or to erect one or aore additional Plant(s) for his own use in ( country>. 
and has requested the LICEllSOI to specify a licence fee applicable to such 
expansion or additional Plant<s>. the LICENSOR agrees that for such 
expansions or additional Plant(s) concerning which the LICEllSEE executes 
engineering or r.onstruction contracts within ( > rears of the execution 
date of this Agreement, the LICENSOR shall charge the LICENSEE a licence 

15/ The words in brackets are to be used only if text A of Article 3.5.9 
is used, otherwise theJ can be deleted. 

J.il For additional clauses regarding production capacity and consumption 
of feedstocks, see guidelines for Article 3.6.2. 
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fee of ( aaount ). This licence fee shall be applicable to an additional 
plant utilizing the Process and of the saae design capacitJ as the Plant, 
and prorate to the additional design capacitJ attributable to an 
expansion of the capacitJ of the Plant. 

3.7.1 The provisions of Article 3.7 shall not be deeaed to iaplJ that 
the third-party technology in the Process Engineering Design 
Package shall be available for licensing at the tiae of the 
expansion of the Plant or the erection of an additional plant and, 
if such third-party technology is available at the tiae a licence 
is needed, the rate in Article 3.7 shall be adjusted to reflect 
cost variations in the licence fee for the third-party technologJ. 

3.7.2 The licence fee specified in Article 3.7 does not include fees for 
the use of the LICENSOR's Improvements under Article 3.2(b). 

Text A Text B 

3.7.3 In the event that any additional 3.7.3 
process design wort olher than 

In the event of another 
use of the Process Engineer­
ing Design Package for 
another plant using the 
Process at the saae design 
capacity, or for any 
expansion of the Plant, a 
fee of ( aaount ) shall 

that contained in the original 
Process Engineering Design 
Package is necessary in con-
nection with an expansion or 
additional plant covered by 
Article 3.7, that wort shall be 
carried out by the LICENSOR 
without any additional fee to 
that payable under Article 3.7. 

be paid by the LICENSEE to 
the LICENSOR for the saae 
design capacity. In the 
event tlaat any additional 
process engineering design 
wort other than that con­
tained in the Process 
Engineering Design Package 
is required in connection 
with an expansion or 
another plant using the 
Process, that wort shall 
be carried out by the 
LICENSOR for an additional 
fee and under a separate 
agreement. 

3.7.4 Terms of payment shall be as mutually agreed upon between the 
LICENSEE and the LICENSOR. 17/ 

Tut A 

3.7.5 There shall be no restrictions 
on the LICENSEE expanding the 
Plant by using P process other 
than that covered by the 

Text B 

3.7.5 In case of expansion of the 
Plant by using a process 
other than that covered by 
the present Agreement and 

17/ The terms of payment are to be agr~ed upon at the time of negotiating 
the Agreement. 
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present Agreeaent, and 911ploJ­
ing anJ other licensor for this 
purpose. 

3.8 Liaitation of liability 

3.8.1 

Text A 

toe LIC::nlSOR's total liabilities 3.8.1 
under this Agreement shall be 
limited to < ) per cent of the 
lump-sua fee aentioned in Article 8, 
with the following exceptions: 

(a) Liabilities for patent 
infringeaent (Article 7, text A); 

(b) Liabilities for defaults 
in the Process lnow-Row and 
Process Engineering Design 
Package. 

e11plo1ing &DJ other LIClllSOR 
for this purpose, no obliga­
tion of confidentialitJ shall 
be breached. 

Text B 

the LICENSOR'S total 
liabilities under this 
Agreeaent shall be liaited 
to ( ) per cent of the 
luap-sua fee l!lentioned in 
Article 8. 

3.9 The LICENSOR shall not be liable for loss of anticipated profits or for 
any consequential loss or damage arising from any cause. The acceptance 
certificate under Article 3.5.2 sball be deemed to be issued as soon as 
either the liquidated damages under Article 3.6 have been paid by the 
LICENSOR or the liability limits under Article 3.8 have been reached 
(subject to the provisions of Articles 3.5.9 and 3.8.l(a) and (b)). 18/ 

3.10 The issue of the acceptance certificate by the LICENSEE shall terminate 
the LICENSOR's obligations and liabilities regarding the perforaance of 
the Plant. 

18/ The words in brackets are to be used only if text A of Articles 3.5.9 
and 3.8.1 is used, otherwise they can be deleted. 
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ARTICLE 4 

Obligations of the LIClllSEE 

4.1 Provision of Basic Design Data for the Plant 

4.1.1 the LICENSEE shall provide and be responsible for the accuracy of 
the Basic Design Data, in accordance with clause 1.1 of annexure VI, 
on which the design of the Plant is to be based. the Basic Design 
Data shall be transaitted to the LICENSOR and discussed at the 
First Basic Design lteeting, in accordance with clause 1.2 of 
annexure VI. 

4.1.2 The First Basic Design lteeting shall be held within ( ) Days of 
the receipt of the Basic Design Data in accordance with clause 1.4 
of annexure YI. 

4.2 Improvements in the Process 

4.2.1 The LICENSEE undertakes on bis own initiative to aate available to 
the LICENSOR all Iaprovements in the Process developed or acquired 
by the LICENSEE, and of which be is entitled to dispose for the 
duration of the Agreement (or, if agreed, a specified period) and 
specifically: 

(a) To mate available free of charge to the LICENSOR all 
developments and Improvements in operating techniques,·preven~ive 
maintenance and safety measures and Process developaent not 
covered by (b) below, and applicable to the Plant; 

(b) To grant to the LICENSOR, on payaent of a reasonable fee 
and on agreed terms, the rights to use proprietary Process develop­
ments implemented by the LICENSEE, including patented Process 
developments, which could result in significant iaproveaent(s) in 
the capacity, reliability and efficiency of the Plant and the 
quality of the Products. 

4.2.2 The LICENSEE shall infora the LICENSOR in writing of the availa­
bility of all laproveaents as they are developed and applied by 
the LICENSEE in the Plant, or in anJ plant falling within the 
provisions of Article 3.7. 

4.3 Appointment of the Contractor 

4.3.1 The LICENSEE and the LICENSOR shall mutually agree on the appoint­
ment of the Contractor to undertake the detailed engineering and 
construction of the Plant. 

4.3.2 The Contractor shall be obliged to sign a secrecJ agreement before 
the receipt of anJ Confidential Inforaation. 

4.4 Secrecy and confidentiality 

Text A 

4.4.1 The LICENSEE shall treat all 
Process and technical inf or­
mation, proprietary lnow-How, 

4.4.1 The LICENgEE shall keep any 
item of t.he lnow-How, the 
Process !ngineering Design 
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patented processes. documents. 
data and drawings supplied bf 
the LICENSOR as Confidential 
Infor11ation and shall not divulge 
such Confidential lnforaation to 
a third partf except when required 
bJ law. when the LICENSEE shall 
infora the LICENSOR in advance. 
These obligations shall begin 

Package, the Applicable 
Patents, the laprove11ents, 
the Basic Design Data. 
specifications and Technical 
Documentation supplied to 

with the first supplf or disclosure 
of the Confidential lnforaation 

bia bJ the LICENSOR strictlf 
confidential and shall not 
divulge the s.-e to third 
parties. The LICENSEE shall 
not use such Confidential 
Information for &DJ purpose 
other than for the design. 
construction. erection, 

and shall cease (10) Jears after 
the date of disclosure and for 
the laproveaents (10) fears 
after the date of their receipt. 
The LICENSEE shall not utilize the 
Confidential Information for &DJ 
purpose other than for coapleting, 
operating. repairing, .. intaining 
or 110diffing the Plant. 

Text A 

.. intenance, operation, 
repair or modification of 
the Plant. The LICENSEE 
undertakes to late all steps 
and aeasures to ensure that 
these obligations will be 
strictlJ aet and shall 
iapose corresponding obliga­
tions on bis eaplo1ees, the 
Contractor and the sub­
contractors entrusted with 
the wort related to the 
design, construction or 
repair of the Plant. These 
obligations shall begin with 
the first supply or dis­
closure of the Confidential 
Information and shall cease 
(10) fears after the date of 
Start-Up and for the laprove­
ments (10) years after the 
date of their receipt. 

Text B 

4.4.2 The employees of the LICENSEE, 4.4.2 Not used. 
the Contractor and their sub-
contractors entrusted with the 
work relating to the Plant shall 
~e bound by the aaae obligations 
of confidentiality as the 
LICEllSEE. 

Text A 

4.4.3 Information received from the 
LICENSOR shall not be deemed 
to be Confidential Information 
when: 

(a) It en~ers the public 
domain by publication or 
otherwise; 

Text B 

4.4.3 The obligations according to 
Article 4.4 shall not apply, 
however, to any item of 
Confidential Information for 
which the LICENSEE can prove 
that: 

(b) It was in the possession 
of the LICENSEE at the signing 

(a) It was in the 
possession of the LICENSEE 
prior to its receipt, with­
out binder of secrecy; 

of the Agreement; 
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(c) It is .. de aYailable to 
the LIClllSIE independentlJ bf a 
third partJ. 

Text A 

4.4.4 The LICEllSIE shall be 
authorized, without prior 
approYal of the LICEllSOR, to 
disclose such parts of the 
Confidential Information 
received froa the LICEllSOR to 
the Contractor and suppliers of 
Equipment and/or subcontractors 
and/or insurance c011panies vben 
such inforaation is absolutelJ 
necessarf tc call for bids or to 
purchase Equipment and/or for the 
insurance of the Equipment and/or 
the Plant. The LICEllSEE shall 
aake recipients of Confidential 
Inforaation sign appropriate 
secrecy agreeaents. 

Text A 

4.4.5 The LICENSEE shall be 
authorized to c0111Dunicate to 
any Government agency or 
regulatory body such parts 
of the Confidential Information 
as may be required by the 
applicable law relating to the 
approval or registration of 
this Agreement, or a grant of 
licence<•> for the import of 
Equipment or any other matter 
pertinent to the setting-up 
of the Plant. 

Cb> It is or bas becClll8 
part of the pablic d011&in bJ 
pablication or otherwise 
through no fault of the 
LIClllSIEi 

(c) It was aade aYail­
able to the LICEllSIE without 
anf binder of secrecr froa 
a third partr baYing a bona 
fide right to disclose the 
s..e to the LIClllSIE. 

Text B 

4.4.4 The LIClllSEE shall be 
authorized to disclose, to 
the extent necessarr, such 
parts of the Confidential 
lnforaation received froa 
the LICEllSOR to the Con­
tractor and suppliers of 
Equipment and/or sub­
contractors, and/or insur­
ance coapanies in ( country ) 
vben such inforaation is 
necessary to prepare bids 
or to purchase Equipment 
and/or the Plant, provided 
that the LICENSOR bas 
previouslJ concluded secrecr 
agreeaents with such parties, 
the stipulations of which 
substantially corres1,>0nd to 
Article 4.4. 

Text B 

4.4.5 The LICENSEE shall be 
authorized, in the saae 
manner as in Article 4.4.4, 
to c011111Wnicate the required 
Confidential Inforaation to 
ant Goverlllll8nt agency as 
may be required bf the 
applicable law relating to 
the approval or registr•tion 
of this Agreement, or a 
grant of licence(&) for the 
iraport of Equipment or any 
other matter pertinent to 
the setting-up of the Plant. 

4.4.6 Subject to the LICENSOR'• written approval in advance, the 
LICENSEE shall be authorized to disclose to a Government research 
laboratory contracted by the LIC!llSEE, part of the Confidential 
Information received from the LICEllSOR, and to the recipients of 
such information being bound by the same obligations of 
Confidentiality as the LICENSEE. this approval shall not be 
unreasonably withheld. 
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4.5 Except for iteas expresslJ designated in this Agreement as being within 
the LICBllSOR"s scope of work. the LICBllSEE shall prowide or hawe prowided 
all work. serwices. and equip91ent necessarr for the design. construction. 
operation and aaintenance of the Plant. 
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ARTICLE 5 

Co-ordination of the work 

5.1 The LICEllSOI shall assist the LICEllSEE and the contractor in the 
technology transfer during the preparation of the Process Engineering 
Design Package and assist them in andert~king the detailed engineering, 
Start-Up and com11issioning of the Plant as specified in the Agreement. 
The details of the arrange11ents for co-ordination of the work to be 
undertaken by the LICEllSOI, the LIClllSEE and the contractor are specified 
below and in anne:mre YI and the time schedule in anne:mre YII. 

5.2 Upon ca11pletion of each part of the Process Engineering Design Package, 
and at times to be mutually agreed upon, the LIClllSOI shall accept in bis 
design office representatiYes of the LIClllSEE in accordance with the dates, 
number of Days and nUllber of persofl5 defined in anne:mres YI and VII. the 
contractor, if already selected, ahali assist at the meetings. For the 
duration of these meetings, the LIClllSOR shall proYide office accOllllOdation, 
technical and secretarial assistance. 

5.3 Detailed engineering 

5.3.1 The LICEllSEE, in bis contract with the Contractor, shall aake 
arrangement• for co-ordinating the work be undertakes with the 
LICEllSOR. The arrangements shall include but not be liaited to 
the arrangements listed in this Article S and anne:mres VI and VII. 

5.3.2 The LICEllSEE shall convene within < ) Days of the Effective Date 
of the Agreement at ( place ) in < country ) the First Detailed 
Engineering lleeting with the LICEllSOR and the Contractor to discuss 
and agree on the aatters listed in Article S and annexures YI and 
VII. 

S.3.3 In order to assist the LICENSEE and the Contractor in the detailed 
engineering of the Plant, the LICEllSOR shall take part in the 
design aeetings to be held between the LICEllSEE and the Contractor. 
The place, date, duration, number and qualification of the partic­
ipants and the scope of each aeeting shall be agreed upon at the 
First Detailed Engineering Meeting. At these aeetings the LICEllSOR 
shall: 

(a) Give advice and supply inforaation on the Process 
according to Article 3.3.3; 

(b) Review all the Process-related det•iled engineering 
designs and drawings that are specified in Article 3.3.S and 
annexure VI as requiring the LICEllSOR's review and approval. 
The aeetings shall be held either at the Contractor's or the 
LICENSEE'• office. The secretarial assistance shall be given by 
the host organization. 

5.3.4 The LICEllSEE (directly or through his Contractor) shall prepare 
the detailed engineering of the Plant strictly in accordance with 
the Process Engineering Design Package. 

S.3.S The LICEllSEE shall notify the LICEllSOI of any thanges he wishes to, 
mate in the Process Engineering Design Package. If, in the opinio,n 
of the LICEllSOR, such changes could prevent the LICEllSOI froa 
fulfilling any of bis obligations under the Agre ... nt, he shall 
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notifJ the LICEllSEE in writing of the llOdifications to his 
obligations that would result and the cost of such changes, if 
&DJ, and the LICENSEE shall COllllunicate to the LICEllSOR within 
< ) DaJs, whether or not the changes shall be carried out. If 
the LICEllSEE reconfiras in writing bis intention to carrJ out the 
changes, then the obligations of the LICEllSOR shall be llOdified to 
such extent as the LICEllSOR specifies, and the LICEllSEE shall paJ 
to the LICEllSOR the cost of changes, in the Process Engineering 
Design Package, if anJ. 

5.4 Procurement 

5.4.1 The LICEllSOR shall assist the LICENSEE and the Contractor in the 
procureaent of the critical iteas of equipment listed in annexure YI 
and, where agreed upon between the parties, take part in the tests 
and acceptance procedures at the .. nufacturing plants. The schedule 
and aethod of the LICENSOR's participation in the wort shall be 
agreed upon at the detailed engineering meetings. 

5.5 Construction of the Plant 

The LICEllSOR shall assist the LICENSEE in the erection of the Plant as 
far as process aspects and the basic process engineerings aspects are 
concerned. For this purpose the LICENSOR shall: 

(a) At the LICENSEE's request, give advice on questions concerning 
erection; 

(b) Inspect the Plant prior to Mechanical Completion at times lo be 
agreed upon and report to the LICENSEE anJ evident def ecls which would 
affect the safe and efficient operation of the Plant and/or the 
demonstration of the Perforaance Guarantees. 

5.6 Start-Up 

The LICENSOR shall, as far as process aspects and the basic process 
engineering aspects are concerned, give instructions relating to the 
Process and lo the operation of the Equipment arising from his Process 
Engineering Design Package, and shall assist in the Start-Up and 
c01111issioniog of the Plant and shall direct the Performance Guarantee 
Tests. The LICENSE! and/or the Contractor shall be responsible for the 
mechanical operation of the Equipment, and for providing operating staff, 
raw materials, utilities and other conditions necessary for the Start-Up, 
c01111issioning and Performance Guarantee Tests. 

5.7 LICENSOR's personnel 

Text A 

5.7.1 The LICENSOR sh•ll coa1aunicate 
to the LICENSEE the background 
and experience of the persons 
proposed for all assignments in 
the LICENSEE'• country. No 
person shall be deputed without 
the LICENSEE'• approval, which 
shall not be withheld or refused 
unreasonably and without 
consultation with the LICENSOR. 

Text B 

5.7.1 The LICENSOR shall coamuni­
cate to the LI~F.NSEE the 
background and e~perience of 
the persons proposed for all 
such assignments. 
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Text A 

5.7.2 The LICENSEE shall have the 
right at any tiae to require 
the i1111ediate repatriation 
of any of the LICENSOR"s 
personnel found to be 
negligent or lacking in 
competence or guilty of ais­
conduct. In such cases the 
LICENSOR shall imaediately 
satisfy hiaself of the validity 
of the claia and shall provide 
a replaceaent in not less than 
( ) Days. The costs of 
repatriation and of providing 
a replacement shall be borne by 
the LICENSOR. 

Text B 

5.7.2 The LICENSOR and the 
LICENSEE shall consult each 
other on questions regarding 
the withdrawal or replaceaent 
of any of the LICENSOR"s 
personnel deputed by the 
LICENSOR to the LICENSEE. 

5. 7. 3 The LICENSOR" s obligations to depute personnel to t.he country of the 
Plant under the Agreement shall be liaited to ( ) aan-Days except 
where required to coaplete the Perforaance Guarantees successfully. 
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ARTICLE 6 

Training of the personnel of the LICENSEE 

6.1 The LICENSOR shall arrange for the training of the LICENSEE'S personnel 
in ( naae of plants ) using the Process. The training shall cover but 
not be liaited to Plant operation, Plant maintenance, materials handling, 
quality control, Plant safety and effluent and eaission treataent. The 
LICENSOR shall ensure that the training progra.ae shall cover the Process 
technology, the operation, maintenance and control of the Plant. the 
LICENSEE shall ensure in this connection that the personnel to be trained 
have the qualifications provided for in annexure X. 

6.2 The LICENSOR shall ensure that the personnel designated by the LICENSEE 
shall be given adequate opportunity to study and acquaint themselves with 
the Process, safety precautions, operation, quality control of the 
Product, laboratory procedures and aa~otenance of the plant, and to 
discuss plant and laboratory practices and operations with the plant 
personnel. The LICENSEE's personnel shall be peraitted to mate notes and 
sketches of the plant using the Process, and to secure pertinent 
inforaation. 

6.3 the LICENSOR shall provide training for the LICENSEE's personnel for the 
periods described in annexure X. 

6.4 The training programme shall be carried out in language, 
and wherever necessary the interpreters for this purpose shall be 
provided by ( ). The LICENSOR undertakes to supply training manuals 
and data in the langua&e. 

6.5 All living and travel costs for the LICENSEE's personnel shall be borne 
by the LICENSEE. 

6.6 The personnel of the LICENSEE, during the time they are present at the 
plant of another party, shall be subject to all rules and regulations 
prevailing on the premises but shall not be considered as employees of 
the other party. 

Text A 

6.7 the LICENSOR shall have the 
right at any time to require the 
i11111ediate repatriation of any of 
the LICENSEE's personnel found to 
be negligent, lacking in compe­
tence or guilty of misconduct. 
In such cases, the LICENSEE shall 
illlll8diately satisfy himself of 
the validity of the clAim and 
shall provide a repla ment in 
( ) Days. The cost of re­
patriation and of providing a 
replacement shall be borne by 
the LICENSEE. 

Text B 

6.7 The LICENSOR and the LICENSEE 
shall consult each other on 
questions regarding the with­
drawal or replacement of any 
of the LICENSEE's personnel 
delegated by the LICENSEE to 
the LICENSOR for training. 
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ARTICLE 7 

Patent infringement 19/ 

Text A 

7.1 The LICENSOR shall indeanifJ and 
hold haraless the LICENSEE, in the 
event that &DJ claia is aade or 
&DJ suit or other action is brought 
against the LICENSEE alleging 
infringeaent of one or aore 
of the patents of third parties 
covering the Process and the 
Equipment specified bJ the LICENSOR, 
published until the Effective 
Date, bJ reason of the LICENSEE's 
practice of the Process and the 
~ow-How in the Plant or of the 
sale in tbe agreed countries of 
the Product produced in the Plant, 
provided the LICENSEE so notifies 
the LICENSOR promptlJ. 

7.1.l The LICENSOR shall also 
indemnifJ and bold harmless tbe 
LICENSEE froa &DJ inf ringeaent 
of a patent on an item of 
equipment or apparatus of a 
design specified by the 
LICENSOR as required for the 
practice of the Process. 

7.1.2 Indemnify shall mean that the 
LICENSOR shall reimburse in 
full to the LICENSEE any 
roJalties, licence fee or 
damages paid to a third party 
as a result of a ruling of a 
coapetent court of law that the 
LICENSEE'& practice of the 
Process and/or Know-How 
infringes the patent rights of 
the third party. 

Text A 

7.2 The LICENSEE shall give the 
LICENSO~ prompt notice, in 
writing, of any c!alm or suit 
(referred to in Article 7.1) of 
which he has knowledge. The 
LICENSOR shall have sole charge 

Text B 

7.1 The LICENSOR represents and 
warrants that he has the right 
to grant to the LICENSEE the 
rights granted under Article 3 
of this Agreeaent, but aakes no 
representation or warranty 
as to the existence or validity 
of any Applicable Patent in 
respect thereto. 

Text B 

7.2 In the event of receipt of a 
a warning letter by and/or 
institution of any suit against 
the LICENSEE during the term of 
this Agreement alleging infringe­
ment of any < country > patent of 

19/ Article 7 needs to be read as a whole either under text A or text B. 
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and direction of the defence and 
disposal of such suit of action, 
and the LICENSEE shall render all 
reasonable assistance but shall 
not be obligated to sustain any 
expenses. The LICENSEE shall 
have the right to be represented 
by a legal counsel experienced in 
technology contracts of his own 
choice at his own expense. 

a party (which • ·· not a ~vernaent 
of < country : ~ud~rtating) in 
< countrx > by reason of the 
practice of the Process in the 
Plant, the LICENSOR agrees, at 
the request of the LICENSEE in 
writing, aade i ... diately after 
or institution thereof: 

7.2.1 To discuss with the 
LICENSEE such alleged 
infringeaent and the steps 
to be taten to defend or 
avoid such suit, including 
the possibility to aate, 
at the expense of the 
LICENSOR, suitable changes 
or modifications in the 
Process and/or in the 
Equi(Jllent of the Plant, as 
the case aay be. 

7.2.2 To undertake and diligently 
conduct, at the LICENSOR'S 
expense, defence of such 
suit. 

7.2.3 To hold the LICENSEE hara­
less against any judgement 
or award of damages which 
ID&Y result theref roa, 
provided, however, that the 
LICENSOR'S total liability 
under Articles 7.2.2 and 
7.2.3 combined shall not 
exceed < ) per cent of 
the luap-sum payment made 
by the LICENSEE to the 
LICENSOR under Article 8 of 
this Agreement up to the 
date when such judgement 
bec011es final, and that the 
LICENSOR shall have the 
right to expend as aucb of 
the total aaount as be 
deeas necessary for the 
purpose of defence, even 
though the amount left to 
indemnify the LICENSEE 
against the judg ... nt or 
award is tberebJ reduced. 

7.2.4 It is agreed that the 
liability of the LICENSOR 
under Articles 7.2.1 
to 7.2.3 above shall apply 
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Text A 

7.3 The LICENSOR shall have the right 
to acquire inmunity from suit and 
to make or cause to be made 
alterations at bis own cost to the 
Plant to eliminate the alleged 
infringeme11t, provided such 
alteration does not prevent the 
Plant from meeting its Performance 
Guarantees mentioned in Article 3.5 
within a time schedule to be agreed 
with the LICENSEE. 

~.4 Neither the LICENSOR nor the 
LICENSEE shall settl. or 
compromise any suit or action 
without the written consent of 
the other, if such settlement or 
compromise would oblige the other 
to make any payment or part with 

onlJ in so far as and to 
the extent that the 
operation alleged to 
infringe such third-partJ 
patent is based on the 
Process as operated bJ the 
LICENSEE, in full 
accordance vi.th the 
ltnov-Hov and the operating 
aanual, and/or the Plant 
as constructed in full 
accordance vi.th the 
ltnov-Hov, and as far as 
such third-party patent 
has been in force and 
published on the Effective 
Date. In the event and 
after such alleged 
infringement has been 
denied bJ a final decision 
of a court having 
jurisdiction thereof, the 
LICEllSEE shall reimburse 
the LICENSOR for all 
expenditures the LICENSOR 
has incurred in the 
conduct of the defence of 
the respective su~: 
according to Art;-Le 7.2.2 
above. 

Text B 

7.3 The LICENSEE shall render 
all reasonable assistance 
to the LICENSOR in 
connection with any suit to 
be def ended by the LICENSOR 
hereunder, and shall not 
reject any reasonable offer 
to modify the Process 
and/or the Plant in order 
to avoid infringe11ent. 
Furthermore, the LICENSEE 
shall have the right to be 
represented in such suit by 
advisory counsel of bis own 
choice and at his own expense. 

Text B 

7.4 The LICENSOR shall have 
full control of the 
defence of any such suit, 
but shall not be free to 
settle thi same without the 
consent of the LICENSEE, if 
by the settlement the 



&DJ propertJ. to assuae &DJ 
obligation or grant &DJ licences 
or other rights. or to be 
subjected to anJ injunction bJ 
reason of such settleaent or 
c011proaise. 
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LICEllSBB would be obliged 
to aate &DJ payaents or if 
the settlement would cause 
iapairment of the ability 
of the LICEllSBB to aate use 
of the rights granted under 
Article 3. 
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ARTICLE 8 

Agreeaent price and teras of paJll!nt 

8.1 The LICBllSEI shall paJ to the LICBllSOR as consideration for the execution 
of this Agreeaent, and the perfor11ance of the LICBllSOR's obligations 
described in Articles 3, 5 and 6 and elsewhere in the Ag~eeaent, but 
excluding the additional services provided for in Articles 3.5.12, 3.7 
and 5.3.5 20/ a lump sua of: 

( amount ) ( currency ) 

together ~ith pa;rments to be aade at the rates specified in annexure II, 
for the assignaent of the LICEllSOR's personnel to the LICBllSEE's countrJ. 

8.2 The luap-sua fee shall be for service .• rendered outside the LICBllSEE's 
countrJ bu~ sh•l~ include visits-to be aade to the LICEllSEE's country 
except for assignaent of the LICC.iSEE's personnel, in accordabce with the 
Aireeaent and aade up as follows: 

(a) For the grant of the licence and Know-How: 

( amount) ( currency>; 

(b) For the supply ~f the Process Engineering Design Package, and 
rela~9d technical information and service· covered under the luap-sum 
pa:rmcnt, and as d!.·;cribed in Articles 3 and 5: 

( amount ) ( currency); 

(c) F?r provision of tr~ininr, and training facilities as described 
in Ar·-icle 6: 

( emount ) ( currency). 

8.3 The lump-sum fee shall be paid in three instalments as follows: 

(a) (25) per cent as an advance payment to be paid within (30) Days 
from the date of execution of the Agreement; 

(b) (50) per cent on receipt of the Process Engineering Design 
P.ackage; 

(c) (25) per cent on satisfactory demonstration bj the Plant of the 
Performance Guarantees as confirmed by the acceptance certificate issued, 
or when tbe Performance Gn•rantees shall be deemed to have been met in 
accordance with Article 3.5.11. 

8.3.1 The payments under 8.3 (b) and (c) shall be paid by the LICBllSEE 
within (30) 0.y; of the LICENSEE being advised by the LICBllSOR 
that they are du~. 

20/ If any services are provided under Article 3.4, Article 3.4 should 
be added to the Articles mentioned in Article 8.1. 
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8.4 For the assignaent of the LICENSOR's personnel to work awaJ froa home 
office, pa,aents will be .. de within (10) DaJS in accordance with 
annexure II against the LICENSOR'S aonthlJ invoice, certified at the Site 
within (7) DaJS of receipt. Pa,.aents due in local currencJ shall be .. de 
directlJ to the LlCENSOR's personnel and in advance. 

8.5 the LICENSEE shall paJ to the LICENSOR C ) per cent interest per 
(COIRPleted week) on any delaJ in his payaent obligations. 

8.6 Payaents other than those due in local currencf shall be .. de in 
( currency ) to the account of the LICENSOR at ( bank naaed by the 
LICENSOR ) . 
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ARTICLE 9 

Duration of tbe Agre ... nt 

9.1 Effective Date 

9.1.1 The Effective Date of tbe Agreeaent shall be the date upon which 
tbe last of tbe following requireaents bas been fulfilled: 21/ 

(a) Approval of the Agreeaent bJ tbe GoverDJ1ent of 
( country ) where tb~ Plant is to be located, such approval, if 
required, to be obteined by tbe LICEllSEE; 

(b) Approval of the Government of ( country ) where the 
LICENSOR resides and has bis principal place of business, such 
approval, if required, to be obtained bf tbe LICEllSOR; 

(c) Tbe reaittance of tbe advance payment bJ tbe LICEllSEE 
as provided under Article 8.3 (a) secured bJ tbe bank guarantee 
provided bJ tbe LICEllSOR, if so agreed, (in accordance with 
Article 10.U; 

(d) Fonu.l execution of tbe Contract by the duly authorized 
officers of the LICEllSOR and the LICEllSEE in accordance vitb the 
applicable law. 

9.1.2 The Effective Date shall be confirmed in writing bJ both parties. 

9.2 In case the conditions of Article 9.1.l are not fulfilled within ( > Days 
following the date of signature of the Contract, the Contract shall be 
reconsidered and modified bJ autual agreeaent. 

9.3 Duration of the Agreement 

The (~ration of the Agreement shall be for a period of ( 
Effective Date. 

) years f roa tbe 

9.4 Expiry of the Agreement 

Text A 

9.4.l The rights and licences 9.4.l 
granted by the LICEllSOR to 
the LICENSEE under Articles 3.1 
and 3.7 of this Agreement shall 
survive the expiry of the terms 
of this Agreement. 

Text B 

The rights and licences 
granted bJ the LICEllSOR 
to the LICEllSEE under 
Articles 3.1 and 3.7 of this 
Agreement shall survive the 
expiry of this Agreement, if 
the LICEllSEE has coaplied 
with all his obligations. 

9.4.2 The LICENSOR and the LICEllSEE shall have no further obliga,ions on 
expiry of the Agreement, except as specified in Article 4.4. 

21/ Ses also the guidelines for this Article. The requirements vary and 
need to be carefully listed here on a case-to-case basis. 
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9.5 Tenaination 

The Agreement ll&J be terainated in the following circumstances: 

9.5.l The LICEllSOR a&J terainate this Agreement and the right and 
licence granted to the LICEllSEE bJ written notice to the LICEllSEE, 
if the LICEMSEE has fail£d to coaplete his obligations in the tiae 
specified :n the Agreement and a written notice has been given to 
bia, provided that such default has continued unremedied for aore 
than ( ) aonths, and one aonth has elapsed since the written 
notice for termination uas served by the LICEMSOR. 

9.5.2 The LICEMSEE may terainate this Agreement by written notice to the 
LICEllSOR, if the LICEMSOR bas failed to complete his obligations 
in the time specified in the Agree:nent and a written notice was 
given to him and provided that such default has continued 
unremedied for more than ( ) 1101ths, and that one month has 
elapsed since the written notice _or termination was served by the 
LICENSEE. 
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ARTICLE 10 

General conditions 

10.1 Bank guarantees 

Text A 

10.1.1 The LICENSOR shall deliver 
to the LICENSEE OD receipt 
of the advance pa,aent under 
Article 8.3 (a), a bank 
guarantee in favour of the 
LICENSEE in the fora provided 
in annexure XII, guaranteed bJ 
< name of bank ) and confiraed 
in ( LICENSEE'S count~! >. to 
ensure the advance pa,aents 
.. de under this Agree11ent. 
The bank guarantee shall be 
released coapletely upon 
delivery of the Process 
Engineering Design Package. 

10.2 Insurance 

Text B 

10.1.l •ot used. 

10.2.1 The LICENSOR and the LICENSEE shall effect or aaintain insurance 
in respect of their own property and personnel respectivelJ; 
such insurance shall in particular cover anf claia that a&J be 
made on behalf of their eaploJees alleging injurf or death 
arising as a result of, or in connection with, the performance 
of this Agreement. 

10.2.2 The LICENSOR or the LICENSEE, as the case a&J be, shall be 
responsible for maintaining the following insurance policies for 
their personnel: 

(a) Third-partJ liabilitJ insurance for th. staff of the 
LICENSOR deputed to the Site, or the staff of thb LICENSEE 
deputed to the LICENSOR'• offices or to plants of third parties; 

(b) Insurance liabilitJ for automobiles or other transport 
of the LICENSOR or LICENSEE at the Site. 

10.2.2.l The LICENSEE shall take out a "Construction all risks" 
(CAR) or an "Erection all risks" (EAR) policJ in the 
name of the LICENSEE but with an endorsement aaking 
the LICENSOR and his personnel at the Site as 
co-insured. 

10.2.3 (Optional.) The LICENSOR shall ensure that his services provided 
under this Agreement are covered bJ his corporate professional 
indemnity insurance policJ as regards his liability for errors 
and omissions, negligence, mistakes in design etc., arising froa 
the LICENSOR'• work. 

10.2.4 The LICENSOR when required by the LICENSEE, and vice versa, 
shall submit to the other party adequate proof that the 
insurance<•> for which he is responsible are in force. 
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10.3 Taxes and leYies 

10.3.1 Except as otherwise specified in this Agre ... at, each and eYery 
price cited in or conte11Plated oy this &gre ... at as described in 
Article 8, includes and coYers all taxes, rates, charges and 
assessaents of any tind wbatsoeYer (whether federal, state or 
aunicipal, and whether or not they are in the nature of excise 
taxes/dutids, custOllS tariffs, sales taxes, land taxes, licence 
fees or otherwise) outside the LICEllSEE's country pertinent to 
the LICENSOR'S serYices provided vitb respect to the Plant 
pursuant to this Agreement, and/or to the perforaance of the 
LICEllSOR's wort. 

10.3.2 (see guidelines for this Article). 

10.4 Settleaent of disputes and arbitration 

10.4.1 In the event of any dispute, difference or contention in the 
interpretation or meaning of any of the Articles of this 
Agreement or reasonable inference therefrom, both parties shall 
promptly .. te endeaYour to resolve the dispute or differences by 
autual discussions and agreement. Should the dispute or 
differences continue to remain unresolYed, both parties to the 
Agreement shall proceed to arbitration as proYided for herein. 

10.4.2 Subject to tbe provisions of tbis Article 10.4, either tbe 
LICEllSEE or the LICEllSOR .. , deaand arbitration vitb respect to 
any claia, dispute or other .. tter that bas arisen between the 
parties. 

10.4.2.l However, no demand for arbitration for any such claia, 
dispute or other aatter shall be aade until the later 
of (a) the date on which either of tbe parties bas 
indicated bis final position on sucb claia, dispute or 
aatter; or Cb) tbe (20th> Day ~fter one party bas 
presented bis grievance in written fora to tbe other 
and no written reply bas been received within (20) Days 
of such presentation of grievance. 

10.4.2.2 Ho demand for arbitration shall be aade after the 
< > Day following tbe date on wbicb either of tbe 
parties has rendered his written final decision in 
respect of tbe claia, dispute or other aatter as to 
which arbitration is sought. Tbe LICENSEE or the 
LICEHSOR, as the case aay be, shall be obliged to 
specify that the writte~ decision is in fact the final 
decision within the 11eaning of this sub-Article. 
Failure to demand arbitration within the said 
< )-Day period, shall result in the decision being 
final and binding upon the other party. 

10.4.3 All claims, disputes and other aatters arising out of, or 
relating to, this Agreement or the breach thereof which cannot 
be resolved by the parties, shall be decided by arbitration in 
accordance with the rules of procedure of Can agreed court of 
arbitration). 22/ This agreeaent so to arbitrate shall be 

ll,I The court of arbitration should be named here. 
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enforced under the preYailing law. The award rendered bJ the 
arbitrator shall be final, and judgements aaJ be entered upon it 
in &DJ court hawing jurisdiction tb~reof. 

10.4.4 •otice of the demand for arbitration shall be filed in writing 
vi~h the other partJ to the Agreement in •ccordance with 
Article 10.4.3. The demand for arbitration shall be aade within 
the period specified in Article 10.4.2, after the claia, dispute 
or other aatter in question bas arisen, and in no ewent shall 
the dell&Dd for arbitration be aade after institution of legal or 
equitable proceedings based on such claia, dispute or other 
aatter if it would be barred bJ the applicable statute of 
liaitations. 

10.4.5 The LICEllSOI and the LICEllSEE shall continue to carrJ out their 
obligations under the Agreement and aaintain the progress 
schedule during anJ arbitration proceedings, unless otherwise 
agreed bJ the parties in writing. 

10.4.6 In the ewent of arbitration, the LICEllSOI and the LICEllSEE agree 
that the arbitrator(s) shall have unrestricted access to the 
Plant (notwithstanding the secrecJ provisions of Article 4.4), 
for the purpose of the said arbitration. 

10.4.7 Arbitration shall be at ( town ) and all proceedings shall be in 
the language. The governing law shall be in 
accordance with Article 11.3. 

10.5 Force aajeure 

10.5.1 In this Agreeaent, force aajeur~ shall be deeaed to be anJ cause 
beJond the reasonable control of the LICEllSOI or the LICEllSEE 
tbat prevents, iapedes or delaJs the due performance of the 
Agreeaent bJ the obligated partJ and which, bJ due diligence, 
the affected partJ is unable to control, despite the making of 
all reasonable efforts to overcOlle the delaJ, iapediaent or 
cause. Force aaieure a&J include, but shall not be limited to, 
anJ one or other of the following: 

ADJ var or hostilities; 
ADJ riot or civil cOllaOtion; 
ADJ earthquake, flood, tempest, lightnin~. unusual weather 

or other natural phJsical disaster. Impossibility in the 
use of any means of transportation or ca111Dunication 
<occurring concurrentlJ). 

ADJ accident, fire or explosion. 

10.5.2 If either party is prevented from or delayed in the performance 
of anJ of its obligations under this Agreement bJ circumstances 
of force maieure, and if the affected party has given written 
notiice thereof to the other party within (15) Days of the 
happening of such event, specifying the details constituting 
force majeure, with necessarJ evidence that a contractual 
obligation is thereby prevented or delayed, and that the 
anticipated period (estimated) during which such prevention, 
interruption or delaJ may continue, then the affected or 
obligated party shall be excused from the performance or 
punctual performance (as the case may be) of such obligation as 
from the date of such notice for so long as may be justifiAd. 
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10.5.3 If by virtue of Article 10.5.2 either of the parties is excused 
froa the perforaance or punctual perforaance of &DJ obligation 
for a continuous period of (6) 110nths. then the parties shall 
consult together to seek agreement as to the required action 
that should be taken in the circuastances and as to the 
necessarJ a11endaents that should be .. de to the teras of the 
Agreeaent. 

10.5.4 If the consultations referred to in the preceding Article 10.5.3 
have not resulted in autual agreement (or have not taken place>. 
the parties shall thereupon agree to a11end the teras of this 
Agreeaent and shall determine the course of further action. If 
the parties are unable to reach an agreeaent to a11end tbe teras 
of this Agreeaent bJ virtue of the prevailing and continuous 
force .. jeure. then the parties .. , resort to arbitration 
pursuant to Article 10.4 or terminate the Agreeaent. 
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ARTICLE 11 

Biscellaneous provisions 

11.l Assignment 

This Agreement shall inure to the benefit of, and be binding upon, the 
parties hereto and each of their executors, adainistrators, curators, 
successors and assigns, subject to the provision that this Agreement .. , 
not be assigned bJ the one partJ without the written consent of the 
other partJ. 

11.2 General provisions 

The express covenants and agreements herein contained and &DJ a11endllents 
aade in writing bJ the LICEllSEE and the LICEllSOR are and shall be the 
onlJ covenants and agree11ents upon which anJ rights against the LICEllSEK 
or the LICENSOR are to be found: 

11.2.1 This Agreeaent supersedes all cOlilllllnications, negotiations and 
agreeaents, either written or oral, relating to the wort and 
maAe prior to the Effective Date of this Agreement. 

11.2.2 The provisions of the Articles of this Agreement and the 
contents of the annexures shall be coaple11entary to each other, 
but in the event of any conflict, the provisions of the Articles 
shall prevail. 

11.2.3 Article beadings appearing herein are included for convenience 
only and shall not be dee11ed to be part of this Agreeaent. 

11.2.4 The governing language of the Agreeaent Dhall be~----------­
and the definitions in such language shall be final in the use 
and interpretation of the teras of the Agreement. 

11.3 Applicable laws and conforait1 with local statutes 

Text A Text B 

11.3.1 The laws applicable to the 
Agreement shall be the laws of 
( country to be agreed ), in 
conformity with the laws of the 
country where the Plant is 
located. 

11.3.1 The laws applicable 
to the Agreement shall be 
the laws of ( country 
to be agreed). 

11.3.2 The LICENSOR, his staff, and representatives shall observe all 
codes, laws and regulations in force in the country of the 
LICENSEE and in the region where the Plant ls located, made 
known to the LICEllSOR by the LICEllSEE. In the event that any 
code, law or regulations enacted after the Effective Date of the 
Agreement, and transmitted by the LIClllSEE to the LICBllSOR, are 
proven (to the satisfaction of the LICBllSOR) to have an adverse 
effect on the LICENSOR'• obligations, scope of wort, prices 
and/or time schedule under this Agreement, the LICEllSOR shall 
either: 

(a) Assist the LICENSEE to obtain appropriate exeaption<s> 
from the relev•nt authorities on the LICIJISll's behalf; or 
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(b) Regotiate with the LICBllSEE for c01111ensurate change(s) 
in the scope of the work to be perfor11ed under the '~reeaent, 
together with such changes in price as are anticipated. The 
LICEllSOR shall satisfactorilJ explain to the LICEllSEB the basis 
of the actual increase in price. 

11.3.3 Nothing herein shall in &DJ aanner affect the validitJ of the 
Agreeaent or derogate froa the specified obligations of the 
LICEllSOR and his liabilities under the Agreement and law. 

11.4 Language 

11.4.1 All correspondence, inforaation, literature, data, .. nuals etc. 
required under the Agreement shall be supplied in the 
------------ language. 

11.4.2 All personnel sent bJ the LICEllSOR to the Site and all personnel 
sent bJ the LICEllSEE for training shall be conversant with the 
-------------language. 

11.5 Standards and codes 

The standards and codes of ( country > shall be used in the design and 
specifications of the Plant, unless otherwise c01111Unicated before o= at 
the First Detailed Engineering lleeting. The LICEllSEE shall infora the 
LICEllSOR of anJ statutory standards and codes applicable to the Plant at 
this .. eting, or earlier. 

11.6 Notices 

ADJ notice or other c01111Unication to be aade bJ the LICEllSOR to the 
LICEllSEE shall be effective when aailed by regisl•red post with 
acknowledgement due. ADJ notice or other comaunication to be made bJ 
the LICEllSEB to the LICEllSOR shall be effective when mailed bJ 
registered post with acknowledgeaent due. 

11.6.1 When anJ such notice is sent by registered aail, it shall be deemed 
to have been duly served following the expiration of (14) D&Js 
following the date of posting. In proving that notice was 
served it shall be sufficient to show that the le~ter containing 
the notice was properlr addressed and conveyed to the postal 
authorities for transaission bJ registered airmail, and a telex 
~r telegraa was sent advising of the dispatch of the notice. 

11.6.2 lither partJ aay, bJ giving notice to the other party in 
writing, change its postal address, cable address or telex 
address for receiving and/or forwarding such notices. 

11.7 Approval 

"Approval" shall be deeaed to mean approval in writing. Decisions 
requiring approval shall also be deemed to encompass t10difications or 
rejections, all of which shall be in writing. 
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11.7.1 AnJ and all Approval(s) which 119end, 90difJ or varf the 
Agreeaent and/or involve an increase in pafllent(s) shall be 
forwarded in lite aanner as the procedure specified for the 
notices under Article 11.6. 

11.8 National security 

If anJ docuaent or information given or disclosed to the LICEllSOR is 
deeaed bJ the LICENSEE to affect national securitJ, the LICENSOR shall 
late all reasonable aeasures directed bJ the LICENSEE to ensure the 
aaintenance of the securitJ. 
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ANNEXURE I 

List of patents granted and pending that are applicable to the 
Process on the date of signature of the Agreeaent 

Patent no. 

Date of 
application or 
registration 

Date of 
ei:pir1 Description 

(Co.:ntry> 
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.AJOIEXURE II 

Description of the Process of the LICENSOR 

This should contain a fqll description of the Process with a flow-sheet, 
and noraallJ would be five to seven pages long. It should state all the 
working pressures an~ temperatures and contain details of the ste .. cycle (iu 
an &11110nia plant) and, if possible, a piping and instruaentation diagr ... 

The description should be as detailed as possible without disclosing 
Confidential Inforaation. 
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AIDIEDJRE III 

Description of the U ... ensed Plant ~_.' 

1. The licensed Plant referred to in Articl9 1.20 aeans a cO!!lllercial Plant 
designed with a capacitJ to produce 1,000 Tonn~s per DaJ of ..aonia with a 
streaa facto~ of 330 Da1s per fear usi~g natur•l gas, with the range of 
anal1ses contained in anneT.Ure XI, as a feedstock. 

2. the Plant shall consist of the following proce&s units: 

2.1 Natural gas station 
2.2 Natural gas desulphurization 
2.3 illlllOnia Plant with carbon dioxide reco~er1 
2.4 Liquid &llllOnia storage 
2.5 Aaaonia dispatch and loading 
2.6 Steam s1stem 
2.7 Waste treatment 

3. The above Plant shall be conceptuallJ en~ineered in sufficient detail as 
given in annexure VIII to enable the Contractor to carrJ out al~ the detailed 
engineering. this engineering shall include Equipment and inst~uaent 
specifications. 

4. the basic engineering sh~ll include the requ~re.ents and conditions of all 
the utilities (steaa, power, process water, cooling water, instrument air, 
compressed air etc.), which shall be clearly indicated both in quantity and 
with regard to the points where they are required to enable the ContractGr to 
carrJ out the detailed engineering. Where required, one line diagrams shall 
be provided. 

5. All the Process steps between the inlet points of the raw materials, 
services and chemicals and the outlet point of Products as defined in 
Annexure V necessary to ililPlement the Process and fblfill the Guarantees 
shall be included. (Exclusions, if ~DJ, should be clearly defined.) 

•' this annexure i• illustrative of one for an 1111DOnia plant. 
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ANNEXURE IV 

Specification of Products ~/ 

1. Ammonia 

NH3 content 
Water and inerts 
Oil 
Pressura at the battery 

limits of the umaonia Plant 

2. Carbon dioxide (on dry basis} 

C02 
Inerts, including water vapour 
Hydrogen in inerts 
Sulphur 
Kethanol 
Pressure •t the battery limits of 

Anmonia Plant: 

(99.8 per cent} by weight ainiaua (G} 
(0.2 per cent> by weight maximum (G} 
(5) ppm maximua (G} 

(20 tgf/cm2> 

llinimum (98.5 per •ent} by voluae (G) 
Ka:daum (1.5 per cunt} by voluae (G) 

MaxilllUID ( ) per cent by voluae (G) 
Maximum ( } 11g/m3 (G} 
Maximum ( > ppm (G} 
Depending upon the pressure of 

regeneration (0.05 per cent tgf /cm2} 

3. The characterist!cs marted "(G)" are those for which the Performance 
Guarantees for quality of Products ~hall apply. 

4. The analytical procedures for the guarantees shall be as given below: ~/ 

(Alternatively: the analytical procedures for the guarantees shall 
be agreed by the parties at the co-ordination meetings conteaplated 
under Article 5). 

!_/ The product specifiu1t.kn~ f?r fertil i >·'R v,·.· · 
product and may vary from count:-y tr ·.nun try; -. ·' 
figures for ammonia only. 

'\"om product to 
.gested typical 

~I To avoid dioputf's, it is nended lt ... t th" analytice.l procedures 
be specified in the annexure, part ... arly !f they are internationally known. 

f 

" 

I 
I 

I 
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AllllllURE V 

Preliainar1 outline of the ~ite and layout of the Plant: 
definition of the battery liaits 

1. Locati~n of the Plant 

the Plant is to be located at (or near) ( name of town} in ( country). 
the Site for the Plant is indicated on the Sile aap. which shows the 
diaensions of the Sile anrl is attached as drawing no. ( ). 

2. Layout of the Plant 

the preliminary layout of the Plant shall be designed by the LICENSOR 
within th~ battery liaits defined below, taking into account the 
condition of the Site. defined in clause 1.1 above. as well as the Basic 
Design Data. 

3. Definition of the battery liaits 

Guidelines. the battery liaits of the area of plant design should be 
clearly stated and indicated on the preliainary ~lot plan with 
approximate data on the elevation of the connection points above and 
below the ground. All points of connection (inputs and outputs) shall be 
clearly defined. For this purpose the best method is to draw a battery 
limi t.s stream flow-sheet where all streaas entering the Plant and leaving 
it should be defined by all their parameters: quantity, composition, 
pressure. temperature. aaximua and minilll1l1ll average. The storage 
capacities needed or proposed for each stream entering or leaving the 
Plant should be specified together with the agreed location inside or 
outsid~ the battery limits. 

An example of a suitable text ~/ is given below. 

Inputs Natural gas shall t~ supplied by the gas distribution company at 
a single point on the boundary of the Pla~t (unit inlet or 
battery limit), at a pressure of ( __ ) ltgf/cm2. 

Water s~all be pumped to the Plant Site and shall be ' j~le 

(provide separate data on cooling water tnd/or well wa~ etc.) 
as make-up water and utility water at a single point in the 
Plant. A Plant storage at a ground level of ( > m3 
shall be provided, and water shall flow to t~is storage. All 
treatment and pumping facilities for t~e cooling and process 
water are part of the design. 

Steam and power supplies shall be co~nected to the respective 
points as indicated on tho plot plan (.eparately for diffennt 
parameters) . 

Electric power of KVA maximum capacity at a voltage of 
( ) V, and frequency of (_ _) 87., at ( ___ ) point£ 
(in~;cated on the p1ot plaa). 

!I The division of desitn responsibilities betweer. the Contractor and 
the LICENS0R will v~ry from case to case and shnuld be clearly demarcated and 
the text drawn up according~y. 
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Steaa pressures shall be: (details of steaa pressures and 
quantities to be given). 

All cheaicals. catal1sts shall be supplied at 
storages/warehouses at ground level. (Indicate location at the 
construction site or within the plot.) 

outputs Filling and loading facilities are included in the batterJ 
liaits. outputs are: <-> railvaJ wagons and <-> road trucks 
per DaJ. 

Effluents shall be disposed of to <--------------~>· 

Within the above batterJ liaits, the entire Plant ~-fttained in 
annexures I and II shall be designed bJ the LICBllSOR. generally 
understood that if not specificallJ aentioned the conn. 0 points of 
inlet and outlet pipes shall be one aetre outside the t•~~erJ liaits or 
250 ailliaetres above ground-floor level. flanged or unflanged, with lhe 
cut-off valves included in the scope of design. 
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AIHIEXURE VI 

Scope and content of engineering services 
and co-ordination of wort 

General guidelines for annexure VI 

In the case considered in this Agreeaent, the IICEllSEE first concludes a 
Licensing Agreeaent, then he prepares a tender specification based on the 
Process Engineering Design Package, which is used to invite prospective 
contractors to bid for the delivery of the Plant. In this case, the 
Contractor is selected several months after the delivery of the Process 
Engineering Design Package. Tha whole Process engiheering is worked out by 
the LICEllSOR with the co-operation and &pproval of the LICEllSEE provided at 
the Basic Design Meetings. In this way the LICEllSEE's responsibility in 
accepting the design pro~osed by the LICEllSOR is greater. After the 
Contractor has been appointed, the First Detailed Engineering Meeting is the 
first occasion for the Contractor, the LICENSEE and the LICEllSOR to meet and 
agree on the details of future COllaOD wort with the scope fixed in clauses 2 (a) 
and 2 (b) below. 

It is, however, possible for·the LICEllSEE to appoint his Contractor any 
time befo~e the delivery of the Process Engineering Design Package. This 
solution reduces the lasts and responsibilities of the LICEllSEE, but prevents 
hia from taking full advantage of drawing up a precise tender specification 
before invitidg bids from contractors for the construction of the Plant. In 
this case, cl~use 1.6 of this annexure is ~f particular importance. 

In aost developing countries, however, contractors for fertilizer plants 
are appointed at the same time as the LICENSOR for the process selected. T~e 

evaluatioa i1 done on the basis of the process. In fact, the LICENSOR and the 
Contractor could be selected together and an economic evaluation of different 
processes made en this basis. Subseque~tly separate contracts can be entered 
into with the Contractor and the LICENSOR. 

The LICENSEE will usually find it difficult to extend the LICENSOR's 
obligations beyond those fixed in the Agreement at tbe time of the First 
Detailed Engineering Meeting. So it is most appropriate to agree in the 
Agreement itself on the LICENSOR'• obligations, to identify the scope, content 
and field of the LICENSOR'• participation, and to set an upper limit t~ the 
aan-Days involved either for the entire work or preferably for every kind of 
work required. So at the First Detailed Engineering Design Meeting, the 
parties will have only to agree on the precise details and the time schedule 
of the wort wit~in the limit~ 'et by the Agreement. 

Check-list for individual clauses and illustrative clauses 

1. The LICENSOR shall execute the Process Engineering Design Package with the 
content and the delivery dates defined in annexures VII. The co-operation 
of the parties shall be assured by the basic design meeUngs held 
according to Article 5 and mutual delivery of Techni~al Documen~ation as 
follows: 

l.l Within > Days from the Effective Date, the LICENSEE shall deliver 
the Basic Design Data for the Plant contai~ing: 
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• 
(a) Inforaation on the Site including geographical deteils, 

connection of the Site bJ rail and roa~ to nearbJ aajor towns and 
ports. shipping and transport possibilities and liaitations; ~/ 

(b) Meteorological inforaa~ion; ~/ 

'c) Soil conditions including soil-bearing data and geological 
aspects, e.g. susceptibilitJ to earthquak~s etc.;~/ 

(d) Inforaation on utilities. ~/ This shall cover: 

(i) The sources of steaa. supplJ, pressure level. 
superheat. teaperature. condensate srstea 
characteristics; 

(ii) AvailabilitJ and reliabilitJ of power. levels of 
volta~e etc.; 1 

~ 
/ 

<iii) srstea of cooling proposed, air/water, 
recirculeting/once through (and other cooling 
water properties); .. 

(iv) Fuel cbaracteri sties;· 

(v) Systems for instru•~nt air, process air. inert gas, 
refrigeration. proL~ss _water etc.; 

(e) Design codes and standards to be adopted and special 
considerations from the viewpoint of the fabrication of E1uipaent in 
a particular country or countries; 

(f) Local codes, laws or regulations on toxic or explosive 
hydrocarbons &ffecting the provision and layout of ~afety systems etc.; 

(g) Design infornaation, flexibility requirements and design 
margins for Equii"Dent: ~/ 

(i) 

(ii) 

Design ~riteria for •~d type of rotary equipment, 
namely pumps and compressors, preferred from the point 
of view of policies rega.Pding standardization and 
spares; ,/· 

Considerations regarding''>tbts design of beat 
exchangers, e.g. type of pitch, tube length etc.; 

~I 1his data i~ often available at the time of the signing of the 
Agreement, and if so, it should be included. An example is given in the 
"UllIDO model form of cost-reimbursable contract for the con:atruction 
of a fertilizer ,1ant including g~idel1nes and technical annexures" 
(UllIDO/PC.26/Rev.2), annexure 11, clau;es 2. 3 (b) and 7 and annexure IV, 
clauseG 1-2 and 4-11. 

~I Thia inforreation should come after discussi~ns with the Contractor 
and a ~epa~ate date for its delivery a~reed. 
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(iii) Considerations regarding internals of col1111ns and 
vessels e.g. tJPe of trars; 

(iv) Fired beaters. e.g. froa the point of view of energJ 
conservation; 

(y) TJpt.s and sizes of instruments to be used; 

(vi) Pipin& design requirements and practices to be 
followed; 

(b) SafetJ srsteas. including pressure relief srstea. the flare 
srstea and other srsteas to ensure coapatibilitJ with the 
requirements of the LICEllSEE; ~/ 

(i) Coding srstea for the Equipment; ~/ 

(j) CapacitJ of each section for tbe purposes of tbe design. 
process design aargins etc.; 

(k) Source of the raw .. terials and auxiliarJ cbeaicals. 
condition of deliverJ at the batterJ liaits. specifications. level of 
impurities etc.; 

(1) Storage require11ents; 

(m) Ecological considerations. na11ely. legal prescriptions for 
solid. liquid and gaseous waste strea1a5 froa the Plant and possible 
methods of disposing of tbea; 

(n) Local codes, laws, prescriptions and rules to be taken into 
account in the Process Engineering Design Package, including 
limitations on the size of Equipment that can be moved to the Site; £/ 

1.2 Within C > Days from the Effective Date, the First Basic Design 
Meeting shall be held (Article 4.1.2) to discuss the Basic Design 
Data and to agree on them as the basis for the LICEllSOR's design work. 

1.3 Within the time specified in annexure VII, the LICENSOR shall deliver 
to the LICENSEE the first part of the Process Engineering Design 
Package covering clauses 3.1, 3.2.5 4nd 3.2.6 of annexure VIII. ~/ 

1.4 Within < > Days from the Effective Date, the second basic design 
meeting shall be held to discuss and to agree on documents delivered 
under clause 1.3 above. ~/ This agreement shall fot"ll the basis of 
the LICENSOR'• subsequent design work. 

£! UNIDO model form cf cost-reimbursable cont~act for the construction 
of a fertilizer plant including guidelines and technical annexures" 
(UJIIDO/PC.26/Kev.2), annexurg II, clause 6. 

21 These clauses (1.3 and 1.4) are optional and not always required. If 
clause 1.3 is removed, an appropriite change should be made in annexure VII. 
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1.5 Within the ti .. specified in anne:ir:are VII. the LICEllSOR sball deliver 
tbe COllPlete Process Engineering Design Package. 

1.6 Withic ( ) Dafs froa tbe Effective Date. the third basic design 
meeting shall take place. ~/ The LICEllSEE and, if possible. the 
Contractor shall aate their observations and r ... rks on the 
documentation delivered and. if appropriate. require tbe necessarJ 
alterations. 80dificalions an~'or additions. Tbe LICEllSOR baving 
satisfactorilJ COllPleted tbis wort. the Process Engineering Design 
Package shall be accepted bJ the LICEllSEE. 

2. If the Contractor bas alreadJ been appointed before the third basic design 
meeting (clause 1.6 above>. this Meeting shall also be the First Detailed 
Engineering Keeling (Article 5.3.2 of the Agreement). If this is not the 
case. within ( ) DaJs froa the appointment of the Contractor, but not 
later than ( ) DaJS after the receipt bf the LICEllSEE of the Process 
Engineering r ~sign Package, the First Detailed Engineering Keeting shall 
be convened bJ the LICEllSEE according to Article 5.3.2 and shall: 

(a) Review the Process Engineering Design Package and agree on all 
starting dates. conditions and provisions, which sball fora the basis of 
the Contractor's worki 

(b) .Agree on the scope and time schedule of the co-operation between 
the Contract~r and the LICENSEE during the design work and the scope, 
content and extent of the LICENSOR's participation; 

(c) .Agree on the provisional scope, schedule and content of the 
LICENSOR'S participation in the procurement of Equipment (Article 5.4), 
and construction of the Plant (Article 5.5). The actual dates and 
durations are subject to review according to the progress of the wort. 

3. The LICEllSOR's responsibilities for the review of the detailed 
engineering, as defined in Articles 3.3.5 and Article 5.3.3 (b) shall be 
from th~ point of view of process engineering only and may include the 
review of the following design documents f/ for conformity with the 
Process Engineering Design Package: 

3.1 Project engineering documents 

Final project engineering diagrams; 
Layout arrangement of Plant and elevation; 
Engineering flow diagram, including piping and ir.strumentation 

diagrams; 
General specifications for major items of Equipment and list of major 

items of engineering Equipment; 
Line designation tables; 
Requisitions _for major items of Equipment. 

~I The number of meetin1 ir only indicative. 

f/ This is a check-list only. 
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3.2 Design engineering and drafting docuaents 

Specifications for pressure vessels; 
Specifications for storage tanks; 
Specifications for shell a~d tube exchangersi 
Specifications for underground drainage. sewers; 
Specifications for fireproofing; 
Location of buildings and specifications for protected areas; 
Piping design guide; 
Spe:ifications for instruaentation: installation and piping; 
S:;»ecifications for the design and installation of electrical 

equipment; 
Mechanical design of reactors and vessels; 
Drawings of the arr&ngeaent of int~rnals for shell and tube 

exchangers; 
Drawings of the p1p1ng arrangeaents for specified areas; 
Drawings and/or wiring diagrams of the critical shut-down s1stea; 
Piping around critical iteas. e.g. reactor. 

3.3 Fabrication drawings of specified/critical Equipaent prepared bJ the 
aanufacturers. 

4. Critical iteas for the 811110nia plant including utilities 

(Critical items change from tiae to time. Iteas for one agree11ent were: 

4.1 Ammonia 

(a) Primary reforming furnace. including reformer tubes; 
(b) Waste beat boiler;* 
(c) Ammonia synthesis converter; 
Cd) Allnonia chillers;* 
(e) Air C'llllpressor with turbine;* 
(f) Refrigerating U111110nia compressor with turbines;* 
(g) SJntbesis gas coapressor. with turbine. 

4.2 Utilities 

(a) Turbo-generators;* 
(b) Boilers.) 

1121!.: Items marked with an asterisk are usually time critical at that time. 

This list shall be considered as informative onlJ and shall be finalized 
at the First Detailed Engineering Meeting. 
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AIDIEXUU VII 

Tiae schedule of the engineering services 

1. Delivery of docuaents 

RUllber Docuaentation 

Basic Design Data 

Process Engineering Design 
Package (Part I in 
accordance with clause 1.3 
of annexure VI) ~/ 

Process Engineering Design 
Package (complete) 

2. Basic design meetings l!_/ 

Humber Held at Date 

LICENSOR•s office ( 

LICENSOR•s office ( 

LICENSOR•s off ice 

3. Detailed meetings 

Prepared by 

LICENSEE 

LICENSOR 

LICENSOR 

Duration 

) (5) Days 

) (5) Days 

) (5) Days 

pelivery date (Day) froa 
receipt of Basic Design 
Data under Article 4.1 

_Wuaber of participants_ 
LICENSEE ~on tractor 

( ) (2) 

) (2) 

( ) (2) 

To be agreed upon at the First Basic Design Meeting. 

Humber Duration 
LICENSOR•s participants 
(qualifications and number) 

Maximum total man-Days expected for the LICENSOR•s personnel: 

4. LICENSOR's participation in procurement 

Number 19.!!i.PJ!ent item Manufacturer 

Maximum man-Days: 

E~pected supervision 
date Duration 

~I This could be detailed f~rther to cover other documents specified in 
annexure V!II and should be reconsidered and amplified after the Contractor 
has been appointed. 

~I This section is only an example. 
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DREXUU VIII 

Scope and content of the Process Engineering Design Package 

1. The content of the Process Engineering Design Package can varJ frOlll 
licensor to licensor and can also be influenced by the experience the selected 
contractor bas bad of constructing the LICEllSOR's plants. 

2. The contents of a standard Process Engineering Design Package are given 
below. It should be eapbasized that they are in the nature of a check-list 
for fertilizer plants, not all of the contents of which would he applicable 
for a particular plant or process. If a contractor is available at an earlJ 
stage of the project, the contents of the design package should be subject to 
the Contractor's requireaents. The prime purpose of a licensing agreeaent is 
a transfer of technology and, therefore, the contents of the Precess 
Engineering Design Package should als9 111eet the requireaents of the LICEllSEE. 
Por this reason, the example given below is fairly exhaustive. 

3. Contents of the Process Engineering Design Package (a check-list) 

3.1 Basis of design and process description 

This section of the package shall contain informatio~ under the 
following beadings: 

3.1.l Basis of design for all cases. 

3.1.2 Feed and Product specifications and properties. 

3.1.3 BatterJ limit conditions. 

3.1.4 Description of flow; this includes normal operations, 
Start-Up, shut-down and alternative operations. 

3.1.5 Design features of Process. 

3.1.6 PhJsical and chemical properties for streams whose properties 
have not been defined in clause 3.1.2 above, and which are 
considereJ essential to the process, e.g. reactor effluent 
streams, will be listed separately. The properties of 
hazardous materials used within the Plant will be listed in 
this section. 

3.1.7 Suaaary of estimated utilities, including electrical power, 
steam, condensate, boiler feed water, fuel, cooling water, 
Process water and air etc. This will be an estimate of the 
quantities to be used by individual units. 

3.1.8 Estimated consumption of catalysts and chemicals. Initial 
catalyrt charge and subsequent consumption Gf catalysts and 
chemicals will be tabulated for each unit. 

3.1.9 List of efflu~nt streams. Liquid and gaseous effluents 
requiring further treatment betore disposal will be 
tabulated. This listing would be limited to streams produced 
from the rrocess only and would not include furnace effluents. 
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3.1.10 Process flow-sheets. 

these diagraas vill contain the following inforaation: 

All process Equipaent shown diagr .... tically, .. rted 
with an lquipaent nuaber; 

Operating teaperature and pressure of lquipaent; 

Kain process lines (shown .. rted with a streaa nuaber 
where applicable to the .. ss balance) including 
direction of flow; 

Kain process controls; 

All Lines, e. sential for understanding the .. ss balance 
around ear.b pi~ce of Equipment, will be shown (and only 
those); 

All figures will be given in the defined units of 
aeasureaent; 

Heat and .. terial balance, and pressure balance 

For each streaa n1111aber on the Process flow-sheet, the 
following inforaation shall be g~ven where required f~r a 
complete understanding of the heat and .. terial balance, and 
pressure conditions. 

Total hourlJ flow rate c .. ss/voluae)· 
HourlJ aolar flow rate for each major component; 
Molecular weight; 
Pressure; 
Temperature; 
Density. 

3.1.11 Materials of construction flow-sheet. A materials of 
construction flow-sheet will be included to provide the 
information described in the exhibit. ~/ 

3.2 Process and engineering design specifications 

The information conteined in this section will be presented under the 
following beadings, which are explained in mere detail. 

3.2.1 Equipment list 

This will include at least the following items: 

Identification letter and number of Equipment; 

Description of Equipment .. 

!/ Sample exhibit to be added; it is 1'8comended that such exhibits 
should be provided by the LICENSOR and ch~ckqd by the LICENSEE and the 
Contractor. 
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3.2.2 lqui(lllent data sheets and specifications 

3.2.2.1 Vessels 

A standard process sketca. will be provided shoving: 

llaxilllllR operating temperatures and pressures; 

llechanical design temperature and pressure; 

llaterials of construction and corrosion 
allowance; 

Diameter and height or length; 

Huaber. tJPe and spacing of trays for towers; 

Huaber. size. rating and location of nozzles 
(the location of the nozzles will only apply to 
the special height requireaents of the nozzles>; 

High and low liquid levels; 

Insulation requireaents; 

Details of special internals. such as pans. 
distributors. aist eliainators. supports etc.; 

TJpe of catal1st. size of bed. bulk densitJ an1 
design. 

Where applicable, tray proeess inforaation will 
be provided. (See "Exhibit: TraJ process 
specification st:.eet".) ~/ 

Specific design and fabrication requireaents will 
be detailed, e.g. regular teaperature/pres~ure 
c1r.le1 will be specified. 

3.2.2.2 Heat exchangers and air coolers 

Specification s~eets will be provided giving all the 
Process and mech•nical design data required. (See 
"Exhibit: Shell and tube exchanger process 
specification sheet" and "Exhibit: Air-cooled 
exchanger process specification sheet" for datA 
requirements.) ~/ 

Further specific de~ign information that would be 
provided if necessary to establish the design 
includes: 

Lhai.ting transfer rates where applicabltt; 
Limiting viscosities end pour points; 
Vaporization and condensation curves; 
iestrictioni or. combining air fin services; 
Alternative specifications for individual 

services; 
Specific design and fabrication requirements. , 
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In general, all necessary data to prepare ratings 
will be provided; however, COllPlete ratings will not 
be provided. 

Where kettle-type exchangers are to be used, the 
specification shall include a sketch or specific 
inforaation giving the following inforaation: 

Vapour space; 
Surge voltmie required; 
llozzles; 
Instrtmientation etc. 

Generally only the materials of construction will be 
given in the "Construction" section of the specifica­
tion sheets. 

3.2.2.3 Fired beaters 

Specification sheets will be provided giving all the 
process and mechanical design data that is requ:· .i 
(See "Exhibit: Fired Heater Process Specificatiou'' 
for data requirements.) ~/ 

Further specific design information that will be 
provirted includes: 

Vaporization curves; 
Limiting fluid peat temperatures; 
Limiting transfer rates or velocities; 
Type of heaters and coil arrange&ent; 
Control specifications; 
Firing equipment; 
Whether steam-air decoting is re~uire~ 
Specific design and fabrication requirements; 
Whether the oil temperature and press•• .. e profile 

is required from the vendor; 
Type of terminal fittings; 

3.2.2.4 Pumps 

Fuel type and conditions; 
Rec0111Dended suppliers. 

Specification sheets will be provided g1v1ng all the 
process and mechanical design data required. 

Data will be included for alternative uuties. 

Further specific design information that may be 
provided includec: 

Corrosion allowance; 
Alternative specifications, if necessary, for 

individual services; 
Sealing requirements; 
Flushing requirements; 
Specific design and fabrication requirements; 
Reco11111ended suppliers. 
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3.2.2.5 Compressors 

Specification sheets will be provided giving all the 
process and aechanical desigc data that is required. 

(All design cases will be included.) 

Further specific design infonaation that will be 
provided includes: 

Materials of construction; 
Corrosion allowance; 
Special aechanical features required; 
Control requirements; 
Specific design and fabrication requireaents; 
Recommended suppliers. 

3.2.2.6 Kiscellaneous equipll!nt 

this includes all aechanical handling equipment; 
package units, such as inert gas generators and 
driers; specialities, such as scrubbers, c1cle tiaers 
and vacuua equipment; and aiscellaneous iteas, such 
as filters, strainers and process steaa traps. 
Coaplete dutJ specification sheets will be provided 
that will include all process and mechanical design 
data as required for the Equipment. Such specifica­
tions m&J include design and fabrication requirements. 
Where specialized equipment is required, suppliers 
should be rE~oaaended. 

3.2.2.7 Relief valves 

Specification sheets will be provided giving all the 
Process design data that is required for specifJing 
the valves. 

Certain emergencJ risks as identified in an exhibit 
maJ require review bJ the Contractor responsible for 
the detailed engineering after the selection of the 
equipment. The relief header will noraally be 
designed bJ the engineering contractor. 

3.2.2.8 InstrU11ents 

Specification sheets will be provided giving all the 
Process Design data that is required. Data for any 
special instrU11ents required for Start-Up, shut-down 
and safetJ will be included. 

Further specific design inforaation that will be 
provided for all aajor instr1111ents includes: 

Materials of construction; 

Vaporization across valves, sealing, purging or 
flushing requir ... nts, including any special 
Process design considerations, i.e. pour point; 
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Alternatiwe operating conditions (specificallJ 
for ainiaua and aaxi .... flow to ensure proper 
control and readabilitJ of all instr11118nts>; 

Details of specific 88chanical design and 
fabrication requir8118nts. 

Detailed data on ainor instruments. e.g. pressure 
gauges. lewel gauges etc. will not be included. 

3.2.3 Relief valve loading listing 

A su..arr will be provided of the loads froa each relief va~ve 
for each e11ergencJ condition under which the relief val#e 
opens. e.g. fire. power failure, steaa failure ~and other 
utilitJ failures), blocked-in condition etc. 

3.2.4 Process line sm111&r1 list 

A sUllm&rJ will be provided for all Process lines. However, it 
111.11 be the responsibilitJ of the engineering Contractor to 
check the hJdraulics of the unit. 

3.2.5 PreliainarJ engineering flow-sheets including piping and 
instrumentation diagraas 

This will be a cQ11Plete first issue of the engineering 
flow-sheet and will include: 

All Process Equip119nt; 

Line sizes and aaterial specifications for all lines; 

llaxilllrill operating t811(>8ratures. insulation tracing and 
jacketing requir ... nts of lines (beat conservation, 
personnel protection, process stabilization or "not 
insulated" onlJ); 

All valves and check valves; 

Significant details of Equip19nt; 

Tower and vertical drua tangent line elevations; 

Horizontal drua ainiaua elevations and slope; 

Relative elevations of all Equip119nt and piping where 
gravitJ or two-phase flow takes place. e.g. r~boilers, 
condensers, seal pots; 

Direction of flow-on lines; 

Required line slope, relative location of EquiP119nt or 
special conditions, such as required vertical loop 
dimensions, gravitJ lines with or without pockets etc.; 

Vents and drains in addition to the engineering standards 
required for the Process; 
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StQaa, hot water or solvent tracing of lines and 
iostruaents; 

Gas, liquid purging or flushing of control valves, 
instruaents or relief valves; 

All Start-Up, bypass, shut-d~;m and emergency lines and 
lines for alternate operations; 

All iustru11ents required fo~ proper operation of the 
Plant (indicating any special types required); 

lnstru11ent nuabers; 

ADJ special instructions, e.g. d~ad leg distances on 
slurry lines; 

Special requirements (aoalyserL, sample connections); 

Suggested colour codes. 

Preliainarr plot plan and preliainarr larout of Eguip!!!nt 

This will be a suggested plot plan based on the LIClllSOR's 
knowledge of noraal and e11ergency operation and safetJ and 
maintenance require11ents. It will include a preliainarJ 
lafout of the Equipment and elevation diagraas. 

Drainage and effluent disposal 

This will eover the suggested layout and .aterials of 
construction. 

Basic data for piping 

Fluids handled; 
Operating pressure and teaperature; 
Design pressure and teaperature; 
Phase used: liquid, vapour or both; 
Specific gravity and viscosity; 
Construction aaterials; 
Insulation required; 
~ind of test tbat is necessarJ for the pipe (pneuaatic or 

hydrostatic). If a special test is required, it should 
be described; 

List of the main lines. 

Auxiliarf services 

Steaa (nll the pressure levels), cooling water, process 
water, inert gases, Plant and instruaent air, cb .. icals etc. 
consu .. d ~J each itea of Equipment and a su ... rJ. 

3.2.10 Catalxsts. ch .. ical1 

Specific charaeteri1tics, n ... , 1ize, quantity; 
RecOlllNlnded or. preferred suppliers (1tate reason1). 
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3.2.11 Vent srstea 

Equipaent required. fluid. flow. temperature and 
pressure; 

Special requireaents; 
Suggested piping arrangeaent where required; 
Pipe and equipaent aater\als aust refer to tbe AStll code. 

3.2.12 Safety reguireaents 

Equipaent required; 
Monitors. e1evasbers. location of showers and sprinkler~; 
Special requireaents. 

3.2.13 Building specifications 

Suggested laJout of 'be Plant buildings. control room. 
electrical switch rooa and other buildings; 

Indicative sizes of tbe respective buildings; 
Trpe of construction in each case; 
Trpe of protection for protected areas. 

3.3 Basic data for tbe operating aanual ~/ 

The operating guide will include an outline of Start-Up. shut-down 
and alternative operations. It will also indicate eaergencJ 
procedures covering utilitJ failures ant. aajor operating upsets. Its 
scope will be sufficient for tbe engin~ering Contractor to prepare a 
C011Prehensive operating aanual. In addition. this section wi11 
describe special safetJ features incorporated in tbe desig·i of the 
unit. Data will include: 

Start-Up procedures; 
Ro:::-aal operation procedure; 
Roraal shut-down procedure; 
lllergency sbut-down procedure; 
Reduced drawings of beaters. vessels. towers 5nd reactors; 
Data sheets of aechanical equipaent. 

with the following details: 

3.3.1 Description ~f the Process 

(a) A brief discussion of the Process flow to provide 
adequate background inforaation to the per£onnel operating the 
Plant; 

(b) Process specifications and a Process flow-chart. 
Quality of feadstocks. composition of various streaas. 
designed Jields and qualitJ of products. inter11ediates and 
bf-products. 

~I The operating manual will ucually be prepared bJ the LICEll30R and 
revised and amplirled by the Contractor. after which it will checked bJ the 
LICENSOR Sometimes the LICENSEE'S senior trainees at the LICEllSOR's plants 
help to prepare the operating ••nual, particularly if translation is required. 
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3.3.2 Process operating conditions 

A siaplified discussion of cause and effect. giving exa11ples 
where possible. and of operating variables vitb consequent 
changes in fields. purities etc. 

3.3.3 Details of operating procedures 

(a) Preliainarf operations: preparation and inspection 
of Equipment before Start-Up. ran-in procedure for l"Jlll'S, 
compressors etc.; 

(b) Start-Up procedures; 

(c) •oraal operation; 

(d) Shut-down procedure; 

(e) Special operations: catalrst regeneration, 
switching of crclic srste11S, steaa-air decoting etc.; 

(f) Ellergencf proc•J~ces: expected e.ergencies and 
procedures rec01111ended tr eusure the aaxi... saf etr of 
personnel and equipment; 

(g) Detailed flow charts and Process Equi(Jll8nt. 

3.3.• Control systems 

Control srstems e11plofed and details on anf special provisions 
and their bearing on operations. 

3.3.5 s .... r1 of Bquip119nt 

Details on Equipment according to category and the agreed 
coding syst•. 

3.3.6 SU1111&r1 of utilities 

The sumaar7 should be prepared on the basis of the utilitJ 
levels agreed to for the Plant and the utilitJ requirements, 
including guaranteed and expected figures for both the Plant 
and its auxiliary/off-site facilities. 

Peat requirements of utilities. 

3.3.7 Operating records 

The suggested foraat for the proper aaintenance of operating 
records through: 

(a) Daily log she.,t; 

(b) llanag ... nt control, exception reports; 

(c) Product test record for quality control at various 
stages in the Plant. 
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3.3.8 Personnel required for operations and .. intenance 

Suggested organization for the operation and .. intenance of 
the Plant listing: 

(a) Supervisory staff, their duties and responsibilities; 

(b) Operating staff, their duties, responsibilities and 
operating positiGns. 

3.3.9 Safety of Plant and personnel 

Rules and regulations governing conduct in the operating area 
with special precautions to be followed. The first aid 
facilities to be provided shall be established, e.g. eye 
baths, eaergency showers etc. The proper use of special 
safety equipment will be described. 

3.4 Basic data for .. intenance .. nual 

Particular eaphasis: preventive .. intenance; 
Maintenance instructions for each itea of Equipment, including 

specific types of lubricant/grease required; £/ 
Periodicity of .. jor shut-down for regular overhead/ .. intenance. 

3.5 Manual on anal1tical .. thods 

Describes in detail all the methods of analysis for all raw 
aaterials, Process streaa product~. by-products, catalysts and 
chemicals required for the efficient operation of the Plant. 

3.6 Catalysts aLd chemicals 

List of catalysts and cheaicals required for the initial operation of 
the Plant and for one fear's production, indicating specifications, 
quantities, reeOlllllended sources of procurement and packaging and 
storage and handling instructions. 

3.7 General design inforaation 

The information contained in this section will essentially be akin to 
the data supplied by the LICEllSEE as outlined in clause 3.1 of this 
annezure. However, as soae data aay be supplied by the LlCEllSOI, the 
total design inforaation is reproduced for the benefit of the 
engineering Contractor. 

This da'a will include but will not neeessarilJ be liaited to: 

Outlet steam conditions for Equipment feeding ste .. into Plant 
headers; 

Inlet steam c~nditions for Equipment using steaa from Plant 
header•i 

£! ~his ~ay be restricted to critical it .. s: the Contractor will in anJ 
case check this and provide data for •11 the lquipment in a aaintenance aanual 
to be prepared bJ htm. · 
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BatterJ liait conditions for boiler and steaa generator 
feeclvater; 

BatterJ liait conditions for condensate return s1stea; 

Voltage and frequencJ for electrical power; 

Analfses of available water streaas; 

Fuel data; 

Other available utilitJ data~ 

Cliaatic data; 

Site inforaation; 

Equipaent design inforaation; 

Relief and blOlldown procedures. 

3.8 LIClllSOR's standard drawings 

The standard drawings will be referenced in the process and 
engineering design specifications and represent design details and 
practices that are part of the mechanical specifications. 

3.9 ..... of vendors of critical Equip!!!nt 

Mm11>er Eguip!!!nt Possible vendors References 

3.10 llechanical specifications 

Tb1t •chanical specifications will represent the LIClllSOR' s or the 
Llc:asn• s current standard practice for the design and installation 
r£ the Equipaent in a particular process unit. 
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Oualifications and experience of persons to be assigned 
by the LIClllSOR and conditions of serYice 

1. Tenu and conditions of serYice 

1.1 The LICENSOR shall assign such ~ualified and COllpetent personnel as 
are necessarJ for the proper and final iapleaentation of the 
Agreeaent. Such personnel should be fit for working in a (tropical) 
cli .. te. 

1.2 At the First Detailed Engineering lleeting, the parties shall further 
agree upon the details concerning tbe expected initial nUllber of each 
categorJ of the LIClllSOR's personnel and the duration of their 
assignments. 

2. List of personnel to be assigned by the LIClllSOR 

2.1 The LICENSOR shall assign the following personnel for the period 
noted against each person/categorJ of persons. 

Category Expected nUllber 
Total expected 

un-Days 

2.2 The periods of star menti~~ed aboye are onlJ indicative and the 
parties shall agree on definite figures at the detailed engineering 
meetings. 

3. Charges for the personnel to be assigned b1 the LIClllSOR 

3.1 (a) The charges for the LICEllSOR's assigned personnel for each 
Day of absence froa home office shall be as follows <exaaple onl7): 

Personnel 

Start-Up teaa leader 
Specialist engineers 

Rates per Day ~/ 

(Other personnel UJ be specified); 

Currency 

(b) (It ts rec01111ended that there should be no escalation 
clause. However, in SOiie cases an escalation clause UJ be required, 
in which case it should be based on an index specified in this 
clause. The index should be an officiallJ published index of tbe 
agencies of ~be LIClllSOR's Governaent.) 

11 Th• above charg•s are for •ight-bours per DaJ, six oars per week 
daytl.. work. 
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3.2 OVerti .. charges 

overtime charges in accordance with the Agreeaent shall be paid as 
follows: 

Up to < > hours/veet ( ) per cent of nor11&l rates 
Above ( ) hours/week ( ) per cent of nor11al rates 
For weekly and public 

holidays ( ) per cent of normal rates 
For night shift ( ) per cent of normal rates 

3.3 In addition to vbat is specified under clauses 3.1 and 3.2 of this 
annexure, the following allowances, ser~ices and facilities shall be 
paid by the LICEllSEE to the LICEllSOR"s personnel deputed to wort 
under the Agree11ent: 

3.3.1 Local allowance 

The LICEllSEE shall pay to each of the assigned personnel engaged 
on the wort a living allowance at the rate of ( U10unt in local 
currency ) for each Day of presence on assignaent in the 
LICEllSEE's country. Ro additional paJllent shall be .. de in 
lo,al currency for overti11e or night shifts. 

3.3.2 Travel 

Economy-class return air fare for each assignaent for each 
assigned personnel froa the home office to the Site b! ( air 
carrier ) or an IATA carrier at the discretion of the LICEllSEE. 

Transport within ( LICEllSEE"s country ) by aeroplane (economy 
class) or rail ( -class) on the rail route specified for 
the assigned personnel on their arrival at and departure from 
the Site and for travel on official business. 

3.3.3 The LICENSEE shall also provide free of cost to the !.ICEllSOR"s 
assigned personnel the following: 

3.3.3.1 

3.3.3.2 

3.3.3.3 

Furnished residential acc011mOdation, as W•ll as 
water, electricitJ and gas for domestic use. 

Furnished office accommodation, as well as 
secreta~:al assistance and facilities for official 
communications, including telephone and telex 
services. 

Medical assistance to the extent available at the 
LICEllSEE's own or noainated aedical centre(s). 



Designation 

A. llanagerial 
personnel 

B. Group of 
engineers 

(four) 

(one) 

(two> 
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Qualifications and experience of 
persons to be trained by the LICENSOR ~/ 

category ~/ 

Plant aanager 

Production 
.. nag er 

Process 
engineers 

Cheaists 
for Pro­
cess 
laboratory 

llechanical 
engineers 

Qualifications Experience 

Period of 
training 
(11Dnths> 

Degree in 
ch\!utical 
engineering 

Degree or 
diploaa in 
cheaistrJ 

Degree in 
aecbanical 
engineering 

Mot less than 
rears• 

experience in 
projects, plant 
operations, 
technical 
services or 
trouble-shooting 

Mot less than 
_ 1ears• 
experience in 
the laboratorJ 
or research 
laboratorJ of a 
cheaical plant 

•CJt leH than 
_rears• 
experience in 
project 
engineering, 
construction, 
preventive plant 
ulntenance, 
corrosion control 
or a wortsbop 

~I A list of plants specifJiDg plant<•> lo wbicb eacb of tbe personnel 
ls to b• trained should be provided. 



- 103 -

Period of 
training 

Designation Category Qualifications Experience (months) 

(one) Electrical Graduate Rot less than 
engineers electrical __ years• 

engineers experience in 
electrical instal-
lation covering 
different types 
of motors, and 
power distribution 
and in procedures 
for preventive 
.. intenance for 
all types of 
electrical 
equipment 

c. Foremen 

(two) Instruaent DiplOlla in llot less than 
foreman instruaent/ __ years' 

electrical experience in 
engineering aaintenance of 

instrU11ents 
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Perforaance Guarantee figures for the cons!ll!pticn of raw .. t.rials 
and utilities and for the quantitr and ca.position of effluents 

1. law .. terial specifications 

The raw .. terial (natural gas) specifications on which the Performance 
Guarantees are based should contain data on: 

(a) Source;; 

(b) Pressure and te.pera~ure at the battery liaits of the Plant 
Sitei ~/ 

Cc> Analysis of the gas including. to the extent possible, the 
following: 

Components 
current analrses 

percentage by vol1111e 
Range of analyser on which 

Plant shall operate 

Re thane 
Ethane 
Propane 
~~tane 

Pentane 
Be:a:ane 
•itrogen 
Carbon dioxide 
Inerts (specifJ) 
Oqgen 
Water content 
Total sulphur 
Sulphur as R2S 
Sulphur as organics 
Lower calorific value 

f. 
f. 
f. 
f. 
f. 
f. 
f. 
f. 
f. 
f. 
f. 
PPll v/v 
PPll V/V 

} If available. the proportions 
of the iso and normal foras 
should be given as percentages 

PPll v/v (including COS) ~/ 
tcals/ .. 3 at STP 

2. Perfor11&nce Gua~antees for the consuaption of raw aaterials and utilities 
(indicative) 

2.1 The &~arantees for the consumption of raw aaterials and utilities for 
the Allaonia Plant are: 

~I Upper and lower limits of pressure should be indicated as theJ may 
have a bearing on the sta~dard design pressure of the Equipment at the Plant 
inlet point. 

b/ If data on organic sulphu~, such as COS, aercaptans, thiofhenes etc. 
are available, this sh~uld be indicated. 



(a) Consuaption 
Natural gas 5=/ 
High pressure steaa 
Electrical powe~ ~/ 
Cooling water ( ) 
Boiler feed water 

\110 •c, 1~0 tgf/ca2) 

(b) output 
Kediua pressure steaa 
Low pressure steaa 
Purge gas 
Boiler feed water 

rreheating 
Condensates 

- 105 -

millions of kcal 
Tonnes 
kWh ., 
•"' 
Tonnes 

Tonnes 
Tonnes 
aillions of kcal 

aillions of kcal 
Tonnes 

Units per tonne 
of .->nia 

2.2 The conswaption of natu~al gas is based upon the following 
characteristics, contained in clause 1 of this annexure (within 
the limits specified): ~/ 

2.3 In the event that there are variations in the gas analJsis within 
the followin~ limits: 

(specifJ ~imits at which the Plant can operate.) The guarantee 
for gas consumption shall be as mutuallJ agreed, in accordance 
with Article 3.5. 

2.3.1 It being agreed that if the saturated hydrocarbon content of 
the gases (adjusted for hydrocarbons higher than methane) 
remains within the agreed limits, the agreed gas consumption 
shall be directly proportional to the lower heating value of 
the gas. 

2.4 In case the gas analysis is outside the agreed limits, the parties 
shall discuss modifications, if any, to be made in the Plant(s) and 
the effect on the time schedule and payments to the LICENSOR. 

2.4.1 If either the LICENSEE or the LICENSOR apprP.hends that the 
gas analysis is likely to change outside the agreed limits, 
he shall promptly inform the other party, and a review 
meeting shall be arranged within (30) Days thereafter at 
( Site > to consider the implications thereof, in accordance 
with Article S.3. 

£I Natural gas consumption includes requirements, such as feedstock and 
direct fuel. 

~I Electric power consumption excludes lighting, instrumentation and 
air-conditioning. 

~I If there are wide variations in the natural ~as analyses, the 
consumption of natural gas could be variable; in w., ~cb case, the words in 
brackets could be removed, or alternative consumptions for different analyses 
given here. 
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2.5 All consuaption of steaa, cooling water and po119r are subject to 
review after detailed design bJ the Contractor. 

3. Quality and quantitr of effluents 

The quantitJ of effluents f/ froa tbe Plant shall not exceed tbe following 
under nonu.l operating conditions: 

Froa the AJllllOnia Plant 
Flow rate 
QualitJ 

( > Tonnes/h 
Waste water at <•2 •c> 
containing: ( _ ) ppa of 
waste products> 

Vote: In some cases, in coapliance with local stand•rds, tbe waste water 
.. , require further treataent within the batterf liaits of the Plant. 

Cooling tower snt-

(&) Los~es (evaporation> 
(b) Blow down and aist loss 
Cc) Ci> AJllllOnia content in blow down 

(ii) Other characteristics of the 
blow down 

( 

( 
( 

( 

) -11h 
) -11h 
) ppa D3 

) 

The effluents shall be delivered at agreed designated points within the 
batterf liaits of the Plant. 

{/ Th• quality of efflbents and ga~eous eai11ion1 should confora to 
national 1tandar61. 
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AlllllDJU XII 

Fora of bank guarantee 

Bank guarantee for advance paJ!!!nt under Article 10.l ~/ 

This guarantee Ro. ( _ ) aade this daJ C > between 
( > a Companr incorporated and having its Registered Office at 
( ) hereinafter called BANK. ~/ which expression shall. unless 
repugnant to the context or contrarr to the aeaning thereof. include its 
successors and assigns) ol the one part. and ( ) (hereinafter 
called LICIRSEE which expression shall. unless repugnant to the context or 
contrarJ to the aeaning thereof. include its successors and assigns> of the 
other part. 

1. VHmAS ir.. Article 10.1 of the Agree11ent dated ( ) (hereinafter 
called Agreement>. between the LICIRSEE and ( ) a Collpanf 
incorporated in ( ) (hereinafter called LICIRSOR which 
expression shall. unless repugnant to the context or contrarr to the 
meaning thereof. include its successors and assigns) for the supplJ of a 
(fertilizer) Plant. as envisaged in the Agreement it is stipulated that 
the sua of ( ) shall be paid bJ ( ) as an 
advance payaent against a Bank Guarantee of equal &110unt to be issued bJ 
the BANK. 

2. WHEREAS in fulfilment of the said Agreement and against receipt of the 
said advance bf ( neae of LICEllSOR >. the LICIRSOR has agreed to furnish a 
Bank Guarantee as hereinafter contained. 

3. In consideration of the above. the B.Alll herebJ guarahtees, as a direct 
responsibilitJ, to par to the LICIRSEE anf &110unt up to a total sua of 
( ) . 

4. the B.Alll shall effect payaent under this letter of guarantee i91118diatelJ 
upon the LICENSEE's written request stating that the LICENSOR did not 
fulfil bis contractual obligations without being ~11titled to enquire 
whether this paJ119nt is lawfullJ asked for or not. 

s. In anr case, however, the BAlll's responsibilitJ under this letter of 
guarantee comes into force as soon as and as far as the advance payaent of 
( ) bas been received by the BAlll in favour of the LICENSOR. 

6. this letter of guarantee shall be initially valid for a period of 
( ) months frOll the Effective Date and shall be extended by 
suitable periods in accordance wit~ the Agreement (but not more than 
(six) months at a time). This guarantee shall be returned to the BAlll 
after its expiry unless extended beyond this period for any reason 
whatsoever. 

1. In the event of force maieure or in the event of recourse to arbitration 
according to the Agreement, the validity of the present guarantee shall be 
~xtended for a period to be mutually agreed upon. 

~I Applicable only if text A of Article 10.1 is used. 

~I This could be a bonding company, in which case the guarantee would be 
in the form of a bond. 
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. 8. This guarantee shall be in addition to and shall not affect or be affected 
bJ anJ other securitJ now or hereafter held bJ tbe LIClllSEE and the 
LICENSEE at his discretion, and without &DJ further consent froa the BAlrl 
•nd the LICENSEE's right against the ~ .. J, CQllPOUDd with or giYe time 
or other indulgence to or aat~ anJ other arrange91ent with the LIClllSOR and 
nothing done or oai~ted to be done bJ the LICEllSEE in pursuance of anJ 
authoritJ contained in this guarantee shall affect or discharge the 
liabilitJ of the BAlrl. 

(bant) 
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A1111DUU n11 

~ecbanical C911pletion and "Ready for Start-Up" 

The Perforaance Guarantee t~sts shall be run only after the llechanical 
Ca11pletion Certificate has been issued and ·the "Ready for Start-Up" condition 
of the Plant has been de110n~trated. 

l. llechanical C911pletion 

llechani:al Ca11pletion shall mean that the licen£ed Plant has reached a 
stage when adequate checking has shown that: 

{a) All colU11Ds. vessels. puaps. beat exchangers. p1p1ng and other 
mechanical equip11ent have been installed. cleaned and flushed out in full 
conforaity with the flow sche.es. construction drawings. project 
specifications and aanufacturers• recommendations; 

{b) All instl"UJlents. control valves, differential pressure devices. 
interlocks. progr1111111ers and other instr1111entation are correctly installed and 
functioning and that all preliainary adjustments have been aade; 

{c) All electrical supplies have been installed and protected as 
prescribed; the motors have the correct voltage supply. the correct speed. 
horsepower ~nd direction of rotation and are free with the associated 
equip11ent to turn without obstruction;· 

{d) All relief devices. relief valves and bursting discs are correctly 
installed for the safe functioning of the licensed Plant; 

{e) All effluent handling facilities. flares and incinerators are ready 
to accept effluent/wastes; 

(f) All ventilation systeas and other systeas for the protection of the 
operators and the environaent are available and functioning; 

(g) A~~ safety, fire-fighting and first aid facilities are adequately 
available. 

2. "Ready for Start-Up" 

"Ready for Start-Up" shall mean that the licensed Plant has reached a 
stage when all conditions relating to Mechanical Coapletion have been 
accomplished and that: 

(a) All legally required tests have been carried out and licences and 
governmental authorizations have been granted; 

(b) Sufficiently trained operators and •~&ntenance personnel familiar 
with the Plant and the < > Process <including coapetent 
interpretors) are available, and the laboratory is ready to provide full 
analytical services; 

(c) All utilities and services are available in the quantities required 
under the conditions prescribed; 
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(d) All pressure and wacuaa drop testing has L:?en satisfactorilJ 
completed. and all instruments correctlJ protected during testing and 
correctlJ returned to serwice thereafter; 

(e) All preliainarf Process operations bawe been carried out and all 
Equipment has been cleaned. dried and returned to a state of readiness to 
accept Process aaterials; 

(f) All aiechanical Equi(J98nt has been adequatelJ tested under load and 
properlJ lubricated; 

(g) All necessarJ feedstock. chemicals. catal1sts are in storage or 
awailable in sufficient quantities to perait Start-Up and subsequent 
continuous operation; 

(h) 'Ihe Plant bas been sufficientlJ cleaned up to perait the safe 
90wement of operators. 




