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INTRODUCTION

This study comes within the framework of the Regional Arab Programme for the
Development of Industrial Sub-contracting DP/RAB/86/001, executed by UNIDO. It was
carried out in each of the four countries covered, Tunisia, Morocco, Algeria and
Egypt, giving rise to four separate reports aimed specifically at:

~ MAssessing the fiscal regqulations governing indirect taxatior and customs
duty in each of these countries so as to identify difficulties raised by
more widespread use of national and international sub-contracting
arrangements. The study was also designed to put forward solutions and
recommendations so as to incorporate into the national legislations a
framework of provisions encouraging sub-contracting.

- Facilitating sub-contracting relations among industrial enterprises by
highlighting the fundamental principles governing international pr-vate
law, and including a table comparing legal provisions on sub-contracting in
each of the four countries and a series of standard-form contracts to
assist negotiations. ’

CONCLUSIONS

Legal aspects

The legislations examined in general largely neylect or completely ignore
industrial sub-contracting agreements. Since this is an international study,
furthermore, the need was felt to provide an overview of the specific
characteristics obtaining in each country, while also setting out the general
principles applicable to international law in these countries.

In the light of the lack of precise reguiations on industrial sub-contracting
and of the many international conflicts of law in this field, the author suggests
that a check-1list of questions should be answered before any contract is entered
into and that, as far as possible, standard-form contracts as appended to this
study shtould be used.

This approach was also chosen because of the need to take into account the
three rules on conflicts applicable to international contracts:

- The first rule is to determine the law governing the contracting parties’
capacity;

- The second is to define the laws determining the formal requirements for
the agreement;

- The third rule, finally, identifies the law applicable to its substance.

In Tunisia, mnst of the relevant private international law is covered by the
Decree of 12 July 1356 and the Law of 27 September 1957, which does not, however,
deal with matters of contract. Case law alone sets out certain rules on
conflicts. The place of contract governs matters of form. The autonomy rule
(jurisdiction freely chosen by the contracting parties) is applied to the substance.

The provisions of Moroccan international private law ensue from the "Dahir”
(Royal Decree) of 12 August 1913, giving a choice between the law of the place
where the agreement is concluded, or Moroccan law, or the contracting parties’
national law, providing it is common to them. The principle of autonomy is also
enshrined in Morocco.
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In Algeria, articles 9 to 24 of the Civil Code promulgated by an Order dated
26 September 1975 provide that “"Algerians, including those resident in foreign
countries, shall be bound by the laws on the national status and capacity of
persons®. This regqulation should be taken, more broadly, as making the capacity of
individuals subject to the laws of the State whose nationality they hold. Pursuant
to article 19, gquestions pertaining to the form of agreements are, in principle,
governed by the law in force at the place where they are concluded. The autonomy
rule prevails, as in Tunisia.

Algeria stresses that no applicable law may be contrary to national
public order, or clash with Algerian Police Laws (as for example that of
1)l February 1978, which confers a monopoly regarding all foreign trade transactions
on the Algerian State).

Finally, in Egypt the parties' capacity is governed by national law. The rule
of conflict applicable to the form of agreements provides a choice between four
different sets of legislation: the competent body of law may be that in force at
the place where the contract is concluded; that governing the substance «f the
contract; that of the parties' common domicile; or that of their common
nationality. Again, the principle of autonomy is sanctioned by Egyptian
legislation.

In the light of the recommendations put forward in the tables summarizing the
provisions applicable in the various countries, and of the above comments, the need
is apparent:

1. To establish a framework of regulations applicable specifically to
sub-contracting and if possible to internaiioral sub-contracting.

2. To centralize the varicus forms of administrative control by appropriate
departments adapted to the needs of Small and Medium-sized Enterprises.

3. To recommend that industrialists should adopt stringent procedures when
entering into sub-contracting arrangements; the various standard-form
documents set out in the annexes may be appropriate.

Indirect taxation

Applying a VAT régime as established in the European Economic Community would
be a solution to th: overtaxation which obtains wherever there are indirect taxes
leading to multiple taxation. The principle of value added tax is already applied
in Tunisia and Morocco. Algeria is implementing it on a step-by-step basis. Egypt
alone has yet undoubtedly to make a considerable effort towards the adoption of
these principles.

Suggestions have been put forward to foster sub-contracting. They cannot be
made in the form of recommendations because the budgetary implications are beyond
the scope of this study.

Customs

Bach of the countries has established a system encouraging imports and
re-exports of industrial products. These cystems generally operate in favour of
sub-contracting; the controlling departments, however, are cumbersome and lacking
in technical competence, which hampers dynamic trade among Small and Medium-sized
Enterprises. One of our recommendations was that, as far as poscsible, the
technical departments and the Ministry for Industry should be brought together with
the Customs Service with supervisory responsibility in the matter of duties.
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SUMMARY TABLE OF LEGAL ASPECTS

| |
TUNISIA : MOROCCO { ALGERIA RGYPT

I. GENERAL COMMENTS

RECOMMENDATIONS

- There are no specific leglislative provisions or regulations on industrial sub-contracting
in any of "nese countries.

- Each natlional legislation does, however, include certaln provisions concerning real-estate
and civil engineering sub-contracting. Courts adjudicating upon industrial sub-contracting
dlsputes refer to these texts by analogy. if the points arliing are of a similar nature.
1f not, they apply the basic principles of eclvil law.

- Given the lack of regulations dealing specifically with SNEs engaged in industrial
sub-contracting of industrial products, the partles (principal contractors and sub-contractors)
make thelir arrangements without a precise legal framework. Contracts in writing would be
legally binding on the parties, unless they were incompatible with the principles laid down
in the relevant Civil Cedes.

- Industrial contracts are often subject to a serises of constraints and to a varlety of different
governmental bodies whose own regulations considerably complicate the establishment of
sub-contracting relations.

In order to on the one hand make up for the lack of legislation dealing with sub-contracting,
vhich deprives industrial concerns of any effective legal security in such relations,
generally entered into for long periocds of time, and on the other hand to ensure that a
multitude of case-by-case interventions by government departments does not vitiate the
agreements actually reached by trading partners, it is recommended:

1. That specific regulations on industrial sub-contracting be established;

2. That the varjous forms Of CONtIol (customs, exchange, industrial development)
be grouped together by making a single, comprehensive authority responsible for them.




SUMMARY TABLE OF LEGAL ASPECTS (gontinued)

suBJeCT

TUNISIA

MOROCCO

ALGERIA

EGYPT

II.

NATIONAL SUB-CONTRACTING

Definltion

on inequitable
agreements

In particular:

exorbitant penalty
clauses, *if and
vhen®, unforseen

eventualitics,

etc.

Sub-contracting exists when there is a contract by which one enterprise, the
~rincipal contractor, delegates to a third party, called the sub-contractor,
total or partial execution of a contract previously concluded by the principal

contractor and his ultimate client, the sponsor.

(2) Bllateral agreements:
- Sponsor/principal contractor
- Principal contractor/sub-contractor

No redress of
contracts

Very limited scope
for courts in case
of dispute

No redress of
contracts

*Business is
business™: Judges
cannot intervene

(1) Three-way agreement

Redress i
improper

Sub-contracts are used
to commission a firm to
produce all or part of an
industrial product on the

: of a
principsal contractor, who
may use it by finishing i,
processing it, or including
it in a broader scheme of
productjon, or alterna-
tively for his own
commercial requirements,

(2) Bllateral agreements:
- Sponsor/principal
contractor
= Principal contractor/
sub-contractor

Redress if improper

Possibilicy of direct
action for payment
against the sponsor




SUMMARY TABLE OF LEGAL ASPECTS (gontinued)

SUBJECT

TUNISIA MOROCCO

ALGERIA

EGYPT

111. INTERNATIONAL
SUB-CONTRACTING

(a) Contractudl basis

(b) Settlement of
dispytes

(c) Specific
constraints

- Selection of
suLb~contractors

~ Fiscal constraints

- Outside
departments
involved

T H R E E - w A Y
. Written agreements applied

. Recourse to arbicration agreements I
provided for by the contract

. In the absence of written provisions,
the law applicable in the licence owv.er's
country is applled

Free, but apecific constraint

Approval required for
sub-contractors in
public procursment

Supplier and customer
jointly and severally
liable to taxation in
public procurement

Centralised under - Dossiers followed
the APl up with the support
of the Industrial
Development Office
(oD1)

A G R FE T M

. Written agresmants
applied
. Arbitration clause
not applicable except
=4- France
. Algerian lav is applied

pursuant to industrial legls

Approval required for
sub-contractors

—— — -]

E N T

., Written agresments
applied

. Recourse to arbitra-
tion agreements it
provided for by the
contract

. In the absence of written
provisions, the law
applicable in the licence

lation

{(Industry/finance,
tax services,

)




SUMMARY TABLE OF LEGAL ASPECTS (gontinued)

SUBJECT

TUNISIA

MOROCCO

ALGERIA

EGYPT

(a)

{(b)

INDIRBCT TAXATION

Scobe for applying 4
149ime compareble to

Val x )

Abolition of the
previous system, which
combined productlon tax,
tax on services rendered
and consumption tax

- VAT zégime instituted
on 1 June 19988

= VAT régime instituted
on 1 April 1986

The VAT régime has a practically neutral effect

on industrial sub-contracting.

The mode of taxa-

tion ls no longer a hindrance to the use of
multi-stage sub-contracting

Definitely feasible,
because the principles
of VAT are used in

the legislation on
Single Aggregate
Production Tax (TUGP)
and Single Aggregate
Tax on Services
Rendered (TUGPS)

The Single Aggregate
Production Tax (TUGP) and
Single Aggregats Tax on
Services Rendered (TUGPS)
co-sxist. They are based
on the same principle as
VAT but are not
reciprocally recoverable

The system gives rise to
an accumulation of (non-
recoverable) taxes for
services rendezed involced
with TUPGS. This Aaiffi-
culty could be aboliahed
and replaced by specific
provisions before VAT

is established

Consumption tax does not
embody principles
applicable to VAT

A consumption tax régime is
applied; no tax can be
recovered

The accumulation of taxes
invariably caused by

the system is highly
prejudicial to industrial
sub-contracting




SUMMARY TABLE OF LEGAL ASPECTS (continued)

TUNISIA

MOROCCO

ALGERIA

EGYPT

RECOMMENDATION
Tax _yrates applied
. Standard rate
17 per cent
Increased rate
29 per cent
RECOMMENDATION

Delivery of goods

For cash-f1ov reasons,

this option should

Receipt of price

adopted it (Tunisia, Algeria, Egypt).

The VAT credit surplus
can be refunded on
certalin conditlons

Tax surplus refundable,
by a relatively
flexible procedure

Dellvery of goods

is the more favourable chargeable
be recommended to those countries that have not already

No refund except
under very special
conditions

Delivery of goods

event:

Refund ruled ocut

Except in Morocco and Tunisla, the fact that tax surplusea cannot be refunded
gives rise to a ccnsiderable flnancial burden on sub-contractors, particularly
at times wvhen investments have to be made

Two main rates for
industrial activities

. Standard rate
19 per cent

. Increased rate
30 per cent

. Rate of 14 per cent
on transactions by
real-estate con-
struction companlies

Three main rates for
industrial activities

Numerous and high
{20 to 60 per cent)

Numerous and high
(30 to 50 per cent)

In 30 far as these taxes are deductable, the rates have practically no effect

on industrial enterprises.

operations motre cumbersome

Nevertheless, the multiplicity of taxes within
the exception system (Tunisia in particular) often makes

administrarive
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SUMMARY TABLE OF LEGAL ASPECTS (gontinued)

TUNISIA

MOROCCO

ALGERIA

EGYPT

SUBJECT
Tax base
Principle of
terriroriality
n_re~-exXpor
90043
RECOMMENDATION

11. CUSTOMS REGIME

RECOMMENDATIOR

Price before tax

Transactions are llable to tax:

Price inclusive
of taxes

-~ In the case of sales, !f delivery of the goods within the country

is stipulated

- In the case of all other operatlions, 1f the service rendered,
the right assigned or the goods hired are used or operated

within the country

The nature of the transactions may give rise to cenfusion

Tax-free status relieving the entire
supply and manufacturing cycle of tax,
even it certain elements were previously

imported

- Considerable
flexibility:
Industrial bonded

warehouses, draw-
back, free z0ne,

temporary admission ..

- Cumbersome technical
procedures

- Establishment of
extended free 20ne

tax-exempt, but
the fact that TUGPS cannot
be recovered may give rise
to distortions

Systems should be standardized,

- Considerable
fiexibillivys

Temporary import-
ation, temporary
admission, draw-back

- Cumbersome technical
procedures

- No free sone

- Considerable
flexibility:

Customs warshouses,
temporary admission,

draw-back, temporary
sxportation ...

- Imports and exports

are under gexclusive
control of the :tate

- No free zone

Systams should be atandardized

|

Ad valorem

The tax is levied
(includ.ng in duty-~free
zones on .mported ot
localiy~-manutactured goods
if they are consumed
locally or sold for local
consumpt ion

Except in the Port Said
free zone, taxas are
cumulated

- No specific régime except
in the Port Said free z0ne

~ High rate of duty
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Annex 1

List of points to be examined in the framework of
a sub-contracting agreement

SUBJECT-MATTER OF TiUE AGREEMENT

Commercial or legal provisions:

(a)

(b)

(c)

Indication of the nature of the products, parts or services that constitute
the subject-matter of the agreement.

Nature of the work sub-contracted:

. Manufacture of parts with materials provided by the sub-contractor;
. Execution of work with materials provided by the ordering party; or
. Execution of work with semi-processed parts provided by the ordering
party.
- Number of parts covered by the zgreement:
. Either a specific number is fixed at the outset; or
. A minimum or maximum quantity is fixed.

The ordering party may undertake to order a given minimum number of parts

during the period of the agreesment; for his part, the sub-contractor may, if
appropriate, undertake to produce all the parts ordered, up to a certaiu maximum

number.

11. TECHNICAL SPECIFICATIONS

(a) Under this heading, a complete and precise list should be made of all the
provisions to be included in the technical specifications.

(b) Also, the annex to the agreement should indicate all the technical.docu-
ments necessary for the proper manufacture of the product, drawings.
nomenclatures, and reference standards, if possible countersigned by the
two parties.

I11. DATE OF CONCLUSION OF THE AGREEMENT

In principle, this is the date of confirmation of receipt of the definitive

order. unless agreed otherwise.

Iv.
(a)

(b)

(c)
V.
(a)

(b)

PROVISIONS REGARDING SPECIAL TOOLS AND MODELS

Invoicing procedure:

. Determination of the price for an agreed number of parts;
. Separate invoicing:
. Sharing in the manufacturing costs.

Rights and obligations in respect of ownership, maintenance, replacement,
and insurance.

Cases in which the ordering party provides the sub-contractor with tools.

TIMING OF ORDERS. DELIVERY PERIODS

Fixing of a given number of parts or of a minimum number or a range for
given periods of time.

Fixing of the time elapsing between the date on which the ordering party
must advise the sub-confractor of the exiact number of parts ordered for a
given period of time and the date on which the sub-contractor must deliver.




Adoption. if appropriate, of a schedule of advance orders.

(¢) Determination of tolerances for deliveries above or below the agreed
amount, either in number or percentage.

(d) Procedure for increasing or decreasing the rate of delivery.

(e) Possible obligation on the part of the sub-contractor to keep a buffer
stock (materials, blanks or finished parts). -

VI. FAILURE TG ADHERE TO PROVISIONS REGARDING TIMING, QUANTITIES OR DATES

(a) Stipulation of consequences:

. For the ordering party:
. For the sub-contractor.

(b) Determination of the commeacement date of the delivery period and the
consequences of a delay in delivery.

(c) Cases of force majeure or cases requiring similar treatment (enumerate).

VII. PRICE
(a) Determination of the price.

It is necessary to specify what elements this includes or does not include;
design work (2.3 and 3.3.2.6), tools (3.3.2.1), internal inspection proce-
dures (3.3.2.2), production waste (3.3.2.3), packirg, transport, taxes.

(b) Factors capable of altering the price:

. Revision formula;

. Alteration of the price for large production runs or for utilizing
slack periods; -

. Sometimes, the sub-contractor may undertake to keep 2 buffer stock, in
which case provi.sion should be made for financing it:

. If the sub-contractor has to acquire special tools or equipment,

amortization conditions should be determined.

VIII. PAYMENT CONDITIONS AND ARREARS OF PAYMENT
(2) Payment conditions:

. By cheque, accepted bill or promissory note (acceptance period);
. To whom are premiums charged? Is a sum withheld as guarantee?

(t) Payments on account, if any: payments on placing the order, on the accept-
ance of sample parts, on receipt at the factory, on availability.

(c) Arrears of payment:

Fixing of contractual interest on arrears and the right of annulment of the
agreement after a certain period, with retention of the parts, models or
tocls belonging to the principal contractor.

IX. DELIVERY, TRANSPORT, PACKING

(a) Place of delivery of the parts manufactured by the sub-contractor and date
of transfer of ownership.

(b) Who bears the risks on the transport of such parts?

(¢) Location at which the materials or parts supplied by the ovdeving party are
to be made available to the sub-contractor

(d) Who bears the risks on the transport of such materials?




(e) Problems of packing and storage (particularly. arrangements regarding
packing material such as containers, crates and pallets that remain tiie
property of the sub-concractor).

X. INSPECTION OF MATERIALS OR PARTS SUPPLIED BY THE ORDERING PARTY

" (a) Has the sub-contractor an obligation to inspect such materials or parts?

On what conditions and subject to what time-limits?;

(b) Obligation of the ordering party regarding the replacement of the material
or parts rejected on inspection;

(c) Compensation of the sub-contractor in respect of defects not revealed by
the inspection methods envisaged.

XI. RESPONSIBILITY OF THE SUB-CONTRACTOR FOR THE LOSS OR DETERIORATION OF
MATERIALS OR PARTS SUPPLIED BY THE ORDERING PARTY DURING THE EXECUTION OF
THE WORK

{a) Percentage of waste or rejects allowed;

(b) who takes responsibility for the loss or deterioration of these materials
or parts?:

The various possible solutions:

. Risk borme by the ordering party;

. Risk borme by the sub-contractor (incorporating a2 risk premium in his
price);

. Risk borne by one or the other depending on whether or not there is a
fault of some degree of gravity on the part of the sub-contractor;

. Blanket arrangement:. with the provision that the sub-contractor bears

the risk when, for example, the loss. exceeds a certain percentage of
the parts supplied. .

(c) Loss or deterioration through an act of force majeure or equivalent.

XTI. INSPECTION AND ACCEPTANCE OF PARTS DELIVERED BY THE SUB-CONTRACTOR

(a) Manufacture of sample parts submitted to the ordering party for acceptance
before execution of the first order;

(b) Time-limits for the delivery and acceptance of the sample parts;
(c) Place of and time-limit for the acceptance of parts delivered;
(d) Technical conditions regarding acceptance (specifications).

In particular, indicate the nature of the internal or special inspection
procedures or tests, respects in which the parts are subject thereto and
the technical standards applicable.

XIII. CONSEQUENCES OF FAILURE OF PARTS DELIVERED BY THE M. JUFACTURING
SUB-CONTRACTOR TO MEET SPECIFICATIONS

. Nature of the guarantee;

. Guarantec period;

. Costs of machining and finishing parts rejected (possibly blanket
arrangements);

. Risks after the parts are put into service;

. Repair of parts that do not meet specifications.




XIV. CONFIDENTIAL NATURE OF TECHNICAL DOCUMENTS - ANTELLECTUAL PROPERTY

(a) Obligation of both parties to preserve secrecy regarding the documents made
available and the trade secrets of the other party:

(b) Obligation on the part of the ordering party to recognize the sub-contrac-
tor's intellectual property rights in respect of drawings. designs or
special tools developed by the latter;

(¢) Release from responsibility in respect of imitations.

XV. D.SPUTES

Specify what court is competent and what law is applicable in the case of
an international sub-contracting agreement.




ANNEX 2.1
FORM OF INVITATION TO TENDER

(For use by the ordering party)

. Name of the principal contractor inviting tenders and indication of his
TeDIeSeNLAtIVe: ... ittt ieetcocennnctnasanascanstsarorterearaeennn
. Name of the sub-contractor to whom the present invitation is addressed:
. Subject-matter of the present invitation to tender:
- Description of the work to be sub-contracted: ........................

- The work that is the subject of the present invitation to tender is
described in article 2 of the Special Conditions annexed hereto.

. References to the principal contract:

- Name of the principal: ............. eeeeceseanaaere et
- Indication of the principal contract and reference to the specifications
applicable to it: ........ PP

— Place of execution of the work: .......cccieeiiiiiiiiiiinnrnenns
- Deadline for execution of the principal contract: ....................
- Date for opening of the tenders by the principal: ....................

OR

Date of order by the principal: .........coevmeermreenniaa ..
. Sub-contracting conditioszs:

Article 1:

The General and Special Sub-contracting Conditions annexed hereto and the
conditions of the present invitation to tender shall be applied to the
present agreement. :

Article 2: TRANSMISSION OF THE DRAWINGS AND COST ESTIMATES AS WELL AS OF
ALL OTHER TECHNICAL DOCUMENTS

OR

Indication of the place at which the drawings and the cost estimates and
all the other technical documents relevant to the sub-contracting agreement
can be consulted:

- Address: ........... e o e se e e e e s e e e e e e e ee e e et
Article 3: STANDARDS AND TECHNICAL SPECIFICATIONS APPLICABLE

Article 4: VARIANTS OR SUGGESTIONS
- No variants or suggestions shall be allowed.
OF




Variants or suggestions are authorized for all the parts of the work

sub-contracted/for the following parts of the work sub-contracted: ......
(Specify)

OR )

The following variants are required: ................ teeenceeteaseceaennn
......................................................... “ee... (Specify)

Variants not accompanied by a tender for the basic solution will not be
accepted.

No account will be taken of variants freely proposed by the sub-contractor
when the provisions of the principal coatract have excluded them.

Article 5: PRICES

The transaction is concluded on the basis of:

- An all-inclusive lump-sum price;

-« Unit prices;

e« An all-inclusive and lump-sum price and unit prices as specified in the
list of items annexed hereto;

- Actual costs incurred;

- Verification of expenditure.

However determined, the prices shall be understood as being net of VAT.

Article 6: MEFASUREMENT METHOD OR CODE
(Indication of the method or code reference used).

Article 7: PRICE VARIATIONS

The agreemen” is concluded on the basis of firm and non-revisable prices.
OR

Price variations shall be subject to the conditions and the formula indi—
cated below:

- Structure of the formula: ......... ceeersesens e sseeecerancceacerraren
- Value and explanation of the indices and parameters chosen: ..........
- Publication of changes in such indices: ............. Cererenrareeens

Article 8: PERIOD FOR EXECUTION OF THE WORK

The period is to be agreed.

OR

The period shall be fixed in article 7.2 of the Special Conditions.

Article 9: ATTESTATIONS TO BE ATTACHED TO THE TENDER

The sub-contractor must attach to his teader evidence of his professional
qualifications or occupational classification for the work sub-contracted
and an attestation that he has met his fiscal and social security obliga-
tions.

Article 10: OTHER CONDITIONS

.........................................................................
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Article 11: SUBMISSION OF THE TENDER

The sub-contractor must subait his tender in ..... .. .. ... ... ... ... ......

copies not later than ............iiiiiieetnetntrenocecaceacscnaancnnnann

The sub-contractor is bound by his tender:

— For a period of ......... days as from ..............iiiiiiiiiiiannaaa
(date or event)

- Until the following date: .........ccevvenecccnccosaas et iceeecnnanaa

Atrticle 12: CONCLUSION OF THE AGREEMENT

Tenders have/have not been invited from more than one sub-contractor in
respect of the work referred to in the present invitation to tender.

Article 13: ALTERATIONS TO THE WORK TO BE SUB-CONTRACTED

I1f, during the period of validity of the sub-contractor's tender, altera-
tions are made to the principal contract that affect the work envisaged in
the present invitation to tender, the principal contractor must immediately
notify the sub-contractor(s) consulted thereof; after having noted such
alterations, the lat .er shall undertake to inform the principal contractor
without delay of the new conditions that he demands/they demand.

The present invitation to tender and the tender shall become null and void
if the parties fail to agree on such new conditions.
Article 14: LAPSE OF THE INVITATION TO TENDER

The present invitation to tender is issued without obligation. The princi-
pal contractor reserves the right to withdraw it at any time, but he
undertakes in that case to make immediate notification of such withdrawal
to the sub-contractor consulted.

Article 15: VERIFICATION OF QUANTITIES
The sub-contractor shall/shall be not required to verify the quantities in
the quantitative estimate.

(Signature of the principal contractor and date).




ANNEX 2.2
FORM FOR SUBMISSION OF TENDER

(For use by the sub-contractor)

- Name of the sub-contractor submitting the tender:

. Form of undertaking by the sub-contractor:

The undersigned undertakes to execute the work referred to in the invita-
tion to tender of .....ocvcciceecncanan (date), in conformity wirth the
conditions thereof and the General and Special Sub-contracting Conditions,
against payment of:

« An all-inclusive lump-sum price;

- Unit prices according to the list of unit prices annexed hereto;

- An all-inclusive and lump-sum price and unit prices according to the
list of unit prices annexed hereto;

+ Actual costs incurred;

« Verification of expenditure according to the following payment arrange-
ments:

......................................................................

Value-added fax shall be paid on such amounts at the rate in force at the
time of the overation that attracts VAT and according to the normal legal
system.

The .. esent tender shall be valid for the period fixed in the invitation to
tender.

The present tende: has been prepared in the light of the results of the
sub-contractor's calculations and findings based on the drawings and thé
cost estimates and after a visit to the site.

The following errors have been discovered: .................c.cvcccnvnnn..
.................... S PRPP § & 71
. In conformity with the invitation to tender, the sub-contractor has/has not
verified the quantities in the quantitative estimate.
. Variants or suggestions: .......... et enec e ce et s e
. Price variations:
- Declaration by the sub-contractor accepting the formula proposed by the
Principal CONLLACLOT: ... .vvvreeroornorocrasucoerrroosenosoraneneanss
OR

.......................................................................

.........................................................................

. Annexes:

1. Detailed cost estimates for the work, signed by the sub-contractor.




2. Other documents required under the terms of the invitation to tender:
. (List) ........ ceesaann f ettt

(Signature of the sub-contractor and date).
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ANNEX 23
ORDER FORM

Name of the principal contractor and of his representative placing the

order:
. Name of the sub-contractor entrusted with the work: ..... v esanacaccanees
. Subject-matter of the order: (concise description of the work and refer-

ences to the invitation to tender, on the one hand, and to the tender and
its annexes, in particular, the cost estimates, on the other hand):

. Payment for the order shall be made:

- At the all-inclusive lump-sum price of: .........c..iciiiiaaiiinnn,

- According to the list of unit prices annexed hereto;

~ According to the annexed detailed estimates of the all-inclusive and
lump-sum prices and of the unit prices;

- At the cost prices proposed by the sub-contractor;

- On the basis of verification of expenditure, plus ............. per
cent.

Value-added tax shall be paid on such amounts at the rate in force at the
time of the operation that attracts VAT and according to the normal legal
system.

. The agreement is concluded:
- Definitively.
OR

- Subject to the suspensive condition of the conclusion of the principal
contract and/or of the approval of the sub-contractor by the principal.

N Conditions other than those mentioned in the General and Special Sub—coﬁ-
tracting Conditions.

. Variants or suggestions of the sub-contractor accepted by the principal
CONETACTOL: ... vvivvecrorossnasncnans et s et e ee st e e
(Specify).

---------------------------------------- L A I I A I A A A A R L I I I A AP A R P

(Signature of the principal contractor and date).
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ANNEX 3.1
SPECIAL AND GENERAL SUB-CONTRACTING CONDITIONS

A. SPECIAL CONDITIONS

Article 1: THE PARTIES

. Name or designation of the principal contractor and of the sub-contracting
enterprise:
1. PrincCipal COntIaClOr: ...ttt iineensenocaneccaancnccccccosecanccacnnoesosn
2. SUD-CONETACEOr: . ...ttt enroncscsocssecesonasccncnnsnosonenannnas
. Addresses or registered offices:
I tesecssceseassareo e neoene
2ttt cteteeteceseeannctecracereresaneaneasaccsasastnatenssosnenasns
. Commercial register:
5 e
et et eee et ieieiaeciensaceeiaenecaetecae et sttt
. Social security and VAT registration:
3
2. it a s tieisessicesssessentaasass st ncenanoe o annn e
. Affiliation with the body awarding or verif)ing professional qualifications
and indication of qualifications:
R
2t et ettt ettt ceeaeecaaa sttt et et e e an
. Affiliation with professional association:
e tecsesestecesanetetensareen
2. et it e teerescecsesearere et aaanerenanan
. Names and titles of representatives of the parties:
A
2 e ettt ettt ettt et a e ceecececoseoeen

Article 2: SUBJECT-MATTER OF THE AGREEMENT AND DESIGNATION OF THE WORK

. Work that is the subject-matter of the present agreement:

(Concise desciription of the work entrusted to the sub-contractor).

. Place of execution of the Work: .........ctiirrrtrirerrroenesnennennennnn
. References to the principal contract:

-~ Name of the principal: . ...... ..ttt tinreeeroreeseaneosasensnnees
- Name of the principal contractor or of the architect: ...............
- 1Indication of the principal contract and references to the specifica-
tions applicable thereto: .........c.iittirvrrrenrrtreenneneneeeneennns

- Overall completion date for the geacral contract: ................... |
- Date of opening of CONAEIS: ... .outnnnntrnnre e

\

OR i

Pate of the order: ... e
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Article 3: CONTRACTUAL DOCUMENTS :

3.1 The General Conditions below as well as the drawings, estimates, technical
documenr.s, standards and technical specifications mentioned in articles 3.2
and 3.3 below shall be applicable to the present agreement.

The correspondence exchanged prior to the signature of the present docu-
ment, in particular the invitation to tender of the principal contractor,
shall have no contractual significance and shall be replaced by the present
Special and General Conditioas.

OR

The invitation to tender of the principal contractor, the tender of the
sub-contractor and the order of the principal contractor shall be part of
the agreement.

3.2 Transamission of the drawings, estimates and other technical documents:
. List of drawings. estimates and other technical documents: .............

. Indication of the place at which the drawings, estimates and technical
documents relative to the sub-contracting agreement can be consulted:

.........................................................................

3.3 Standards and technical Specificatiodé applicable: ............ ... .00...

Article 4: CONCLUSION OF THE AGREEMENT
The agreement is concluded:

4.2 Definitively
OR

4.3 Subject to the suspensive condition of the conclusion of the principal
contract and/or of the approval of the sub-contractor by the principal.

Article 5: GUARANTEE OR SECURITY

5.1 The sub-contractor shall not be required to provide any security or guaran-
tee.

OR

5.2 Pursuant to article 5.2 of the General Conditions, the sub-contractor shall
be required to provide a guarantee in respect of ...... per cent of the
work sub-contracted.

OR

5.3 Pursuant to article 5.3 of the General Conditions, the sub-contractor shall
be required to provide security of a value equal to ..... per cent of the
amount of the work sub-contracted, to be deposited with .................
(designation of the third party or agency). The security shall take the
form of cash/stock.

5.4 The duration of the security or guarantee commitment shall be that fixed in
article 5.4 of the General Condicions.

OR

..................

.........................................................................




7.3

8.1

8.2

Article 7: COMMENCEMENT OF THE WORK, PERIOD OF EXECUTION AND WORK SCHEDULE
Commencement of the work:

Within a period of .......... calendar days from the placemen: of the
order, at the request of the principal contractor.

OR

On the .. ... iiiiiiiienntencnnnannns day of the general work schedule.
OR

1 (date).

Period for execution of the work:

7.2.1 The period for execution of the work sub-contracted is fixed at
............ calendar days.

OR

7.2.2 With reference to article 7.2.2 of the General Conditions, the period
for execution of the work sub-contracted is fixed at ..............
working days.

Any day during which work has been rendered impossible owing to
adverse weather conditions or their consequences for a period of

.................. hours shall not be considered as a working day.
OR

7.2.3 The work sub-contracted must be completed on ............ccvvevnnn.
(indicate the precise date), work having commenced in that case not
Jater than .......iiiiiiiiiii ittt ceeereenne (indicate the

precise dza:..).
Work schedule:

7.3.1 The general work schedule of the principal contract can be consulted
- (indicate the

7.3.2 No detailed schedule for execution of the work shall be established
between the parties.

Article 8: PENALTIES FOR FAILURE TO OBSERVE TIME-LIMITS AND THE WORK
SCHEDULE

When the contractual time-limit for execution of the work is exceeded
through fault of the sub-contractor, a penalty shall be imposed on him
amounting to:

- e h et e e et e, francs per calendar day of delay.

e (formula).

In the event of faiiure to observe the detailed work schedule or, in the
absence of a detailed work schedule, of the general work schedule. a
penalty shall be imposed on the sub-contractor, amounting to:

e francs per calendar day of delay.

........................................................... (formula).




Article 10: ALTERATIONS TO THE WORK SUB-CONTRACTED

10.1 Pursuant to the provisions of article 10.1 of the General Conditions, the
sub-contractor must execute supplementary work, the volume of which shall
not exceed a total amount Of ... .. iiiiiiiriirneenecancsnsnnnnes (indicate
the amount and the curreacy).

10.2 If the alterations to the work sub-contracted involve a reduction greater

than:

® i ttessaesannann per cent of the total amount of the present agreement
(indicate the percentage)

OR

e the 3MOUNL Of ..vvuniinrenenancecroosesoneonnonancrssonsncaessosnonacasns

(indicate the amount and the currency),
the clause provided for under article 10.2 of the General Conditionms shall
be applied.
Article 11: CONTRACTUAL PRICE

The work referred to in artizle 2 of the present Special Conditions shall
be executed against payment of:

. An all-inclusive lump-sum price of: ..........cciiueeenmniiieieaann,
(Indication of the price),

. The unit prices specified in the list of unit prices annexed hereto;

. The all-inclusive and lump-sum prices and the unit prices specified in the
list annexed hereto;

. Actual costs incurred;

. Reimbursement, according to the following payment arrangements: ........
Article 12: VAT )
These prices are to be understood as net of VAT. On the date of the

conclusion of the contract, the rate of VAT is .............ccctecoennonn -
..... (indication of the rate).
Article 13: PAYMENT ARRANGEMENTS

13.1 The contract shall give rise to a single payment on acceptance of the work.
OR

The work executed shall be paid for in monthly instalments, and a balance
shall be paid on acceptance of the work.

OR

The work shall be paid for in tranches of ............ . frzncs pari passu
with its execution.

OR

The work shall be paid for according to it: degree of completion at the
FOLlOWING SLAES: .ottt ittt tesainnesnsetaacnnraneanisonsanas

13.2 Payments shall be made within .......... days counting from receipt by the
principal contractor of the sub-contractor’'s invoice accompanied by a
progress teport on the work.




14.1

14.2

14.3

15.1

16.1
16.2

16.3

16.4

16.6
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When a balance is due, the final account shall be drawn up within ....... .
days after acceptance of the work (cf article 27.1 of the General Condi-
tions).

This final account shall be verified and the amount shall Je paid within
................. days following its receipt.
Article 14: CURRENCY OF ACCOUNT AND CURRENCY OF PAYMENT -

The currencies of account and payment shall be those stipulated in article
14.1 of the General Conditions.

OR

The currencies of account and payment shall be as follows:

e Currency Of 8CCOUNL: .. .... ...ttt iounoecnnscrconcrovesossonssnsssnens
e Currency of Payment: .........c.ccuceccevsescocasnsonncncnnanansnnanes
All payments shall be made at .................... (indicate the place).

Article 15: PRICE VARIATIONS

The parties agree to submit contract prices to the following variation
formula:

15.1.1 Structure of the formula: ....... ...ttt rineranenennnn
15.1.2 Value and explanation of the indices and parameters chosen:

................................................................

15.1.3 Publication of variations in these indices: ............c.cc...
OR

15.2 The contract is concluded on the basis of firm and non-revisable
prices. -

Article 16: ADVANCES

Amount of the advance: ........... ... . i it ittt .--
Date of payment: The advance shall be paid: ..............c.cciiinnn..
(indicate the precise date).

OR

The advance shall be paid on request by the sub-contractor, giving ......

days’ notice.
Recovery arrangements:

16.3.1 Recovery in full out of the next payment.
16.3.2 Recovery in tranches of ..... per cent out of successive payments.
16.3.3 Other arrangemMenls: . ... ...vvvertrrerrrranrrenononsraseeeeaness

Advances shall be subject to revision pursuant to the provisions of article
15 above.

OR
Advances shall not be subject to revisions.

The sub-contractor shall/shall not be required to provide a guarantee to
ensure the repayment of advances.

Article 17: RATE OF INTEREST APPLTCABLE TO ARREARS IN PAYMENT

......... per cent..
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Article 18: PRO RATA EXPENSE ALLOCATION ACCOUNT

18.1 No pro rata expense allocation account shall be kept in respect of common
services expenditure on the s te.

OR

18.2 A pro rata expense allocation account shall be kept in respect of the
common services expenditure on the site referred to in article 18 of the
General Conditions as well as for the following expenditure. ...... cee

The monthly statements of the pro rata expense allocation account shall be
submitted for approval to a committee consisting of the following persons:

................................................................ (list).
18.3 Contribution of the sub-contractor to the pro rata account:
18.3.1.1 Lump-sum contribution of ....... ...ttt rrennnnnannnnns .o
francs.
18.3.1.2 The contribution is fixed at .......... per cent, representing the

proportional value of the work sub-contracted to the whole volume
of work carried out for the principal.

18.3.1.3 The contribution is fixed at the proportion of man/hours of
services rendered by the enterprises preseant on the site.

18.3.2 Ceiling of contribution to the pro rata account: The sub-
contractor’s contribution to the pro rata account shall in all
cases be limited to ............ per cent of the final amount of
the contract for work that is sub-contracted to him.

18.4 Management of the pro rata account.
The pro rata account shall be managed by the principal contractor.
OR
The pro rata account shall be managed by Mr. ............ (name), who shall
be designated by the principal contractor.
Article 22: INSURANCE

22.2 In addition to the insurance referred to in article 22 of the General
Conditions, the sub-contractor shall be required to t:ke out the following
Special IMSUTANCE: ... . i e e e ettt e
Article 23: LIABILITY

23.2 Special GUArantee ClausSeS: .. ...........ceuuununeeerrr e,
(Indication of the special guarantees formulated by the principal or by the
principal contractor by reason of a provision in the principal contract).
Article 28: LIABILITY POk LATENT DEFECTS

28.1 Notwithstanding the provisions of article 28.1 of the General Conditions,
the period of liability of the sub-contractor for latent defects is fixed
L

Article 29: AUTOMATIC MEASUKRES

The automatic measures applicahle shall be those stipulated in article 29
of the Gencral Conditions.

[ [ O RN RN T} |
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OR

............

.........................................................................

. Article 30: CANCELLATION OF THE CONTRACT

30.2.2 Notwithstanding the provisions of article 30.2.2 of the General
Conditions, if one of the parties ceases independent operations as
a legal person - for example through merger or absorption - the
other shall be entitled to cancel the agreement.

In that event, no compensation shall be due from either party.

Article 32: SETTLEMENT OF DISPUTES
The parties agree to submit disputes between them:

. To the arbitration provided for under article 32 of the General Conditions:
' OR A

...............................

...............................................................

Article 33: LAW APPLICABLE

The law applicable shall be that specified in article 33 of the General
Conditions.

OR

Notwithstanding the provisions of article 33 of the General Conditions, the
following law shall be applicable: ..........c.ciiiiiirrinreneennnnnnn.

(Delete where inapplicable)




- 26 -

ANNEX 3.2
B. GENERAL CONDITIONS

Article 3: CONTRACTUAL DOCUMENTS

3.4 With respect to the interpretation of the agreement, the contract documents
shall prevail in the following order:

(a) The Special Conditions;

(b) The conditions contained and accepted in the invitation to tender of
the principal contractor, in the tender of the sub-contractor and in
the order of the principal contractor in cases in which the Special
Conditions have stipulated the application of these documents.

(¢) The General Conditions.

3.5 In the event of conflict, the provisions of the tender shall prevail over
‘those of the invitation to tender when the former have beén accepted
without reservation by the principal contractor. 1In the event of conflict,
the conditions of the order shall prevail over the provisions of the
sub-contractor's tender when the sub-contractor has accepted the order or
executed the work without reservation.

The drawings, estimates and technical provisions relative to the work
sub-contracted shall prevail over the standards and technical specifica-
tions to which the present agreement refers except when such standards and
technical specifications are mandatory at the location of the works.

When a list of drawings, estimates or technical documents is transmitted as
stipulated in article 3.2 of the Special Conditions, such drawings, esti-
mates and technical documents shall prevail in the order of their enumera-
tion. .

Article 5: GUARANTEE AND SECURITY

The guarantee or security ensures the correct execution of the work sub-
contrzcted.

5.2 When a guarantee is required from the sub-contractor, the guarantor aust be
a banking or financial institution.

5.3 When security is required from the sub-contractor. such security must be
deposited with the person or agency designated in the Special Conditions.

5.4 Unless the Special Conditions provide otherwise, the guarantor shall be
released from his commitment or the security deposit shall be released on
expiration of one year after acceptance of the work.

5.5 Proof of the provision of the guarantee or security must be furnished to
the principal contractor within 30 days from the formulation of a request
by the latter.

Proof of the provision of the guarantee or security shall be furnished by
handing over an original of the contract of guarantce, or the receipt for
the deposit of cash or stock issued by the third party or agency. in the
case of security.

In the event of failure of the sub-contractor to furnish proof of the
provision of this guarantee or security within this time-limit. the princi-
pal contractor may, after unsuccessful service of notice, eirher withhold
from the payments due to the sub-contractor an amount equal to the




5.6
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guarantee money Or security or apply the automatic measures referred to ipn
article 29 belo-:.

It is expressly agreed that the provision of a guarantee or security covers
the completion and proper perforsance of all the work that is the subject-
matter of the agreement, including the alterations or supplementary work
entrusted to the sub-contracZor in the course of the agreement.

Article 6: ATTESTATIONS

At the request of the principal contractor, the sub-contractor shall,

during the period of validity of the present agreement:

6.1

6.2

7.1

7.2

7.3

Furnish evidence of his professional qualifications or occupational clas-
sification for the work that is the subject-matter of the agreement;

Prove that he has fulfilled his obligations in fiscal, salary and social
security respects and furnish all attestations in this regard.

Article 7: COMMENCEMENT OF WORK, TIME-LIMITS AND WORK SCHEDULE

Commencement of work

Except in cases in which the commencement of work is fixed at a specific
date, the order for commencement of the work shall be given in writing by
the principal contractor to the sub-contractor.

When it has not been possible to give the order for commencement of the
work by the date envisaged in the Special Conditions, the parties shall
agree thereon without prejudice to their rights.

Time-limits ,
All the time-limits mentioned in the present General Conditions other than

the time-limit for completion referred to below, shall be expressed in
calendar days.

7.2.1 When the time-limit for completion is fixed iﬁ &alendar days. weeks,
nonths or years or on a specific final date, all days without excep-
tion shall be considered in calculating the time-limit.

7.2.2 When the time-limit for completion of the work is fixed in working
days, days during which work is not authorized by laws and regula-
tions or during which the enterprises cannot work owing to the
provisions of collective agreements applicable to the location at
which the work sub-contracted is executed, or days during which, as
recognized by the principal contractor, work has been rendered
impossible owing to adverse weather conditions or their consequences
for the number of hours fixed in article 7.2.2 of the Special Condi-
tions shall not be considered as working days.

Work schedule

7.3.1 The sub-contractor must conform to the provisions of the general work
schedule imposed by the principal on the principal contractor, or
approved by the former. The principal contractor shall notify the
sub-contractor of all the alterations that are made to this work

schedule by the principal that influence the execution of the work
sub-contracted.

7.3.2 The Special Conditions may provide that a detailed work schedule be
applicable to the work sub-contracted. In that event, the work
schedule shall be established and, if appropriate, altered by mutual
agreement between the parties.
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7.3.3 Disruption of the sub-contractor's work schedule owing to alteratian
of the general work schedule shall give rise to compensation.

Article 8: PENALTIES FOR FAILURE TO COMPLY WITH TIME-LIMITS AND THE
WORK SCHEDULE

8.1 The amount of penalties for exceeding the contractual time-limit by the
fault of the sub-contractor shall be fixed in the Special Conditions.
These penalties shall fall due after service of written notice by the
principal contractor on the sub-contractor.

8.2 The amount of penalties for failure on the part of the sub-contractor to
comply with the detailed work schedule, or, failing such detailed work
schedule, the general work schedule, shall be fixed in the Special Con-
ditions. Arrears with respect to the work schedule shall be assessed on
the date of preparing financial statements in respect of the work covered
by the work schedule that the sub-contractor has failed to comply with.
The penalties shall fall due after service of written notice by the prin-
cipal contractor on the sub-contractor.

8.3 The penalties shall be deducted in making the corresponding payments for
work done. However, when the sub-contractor makes arrears good without
causing a time-lag or additional expenditure in the work of the other
enterprises on the site, the amount of the penalty shall be reimbursed on
the occasion of the next subsequent payment. In the opposite case, the
amount shall be added to that of the penalties for exceeding the contrac-
tual time-limit.

Article 1G: ALTERATIONS TO THE WORK SUB-CONTRACTED

10.1 All alterations to the work sub-contracted that are imposed by the princi-
pal contractor must be executed by the sub-contractor. Major alterations
shall be the subject of an endorsement accepted by the parties. In parti-
cular, this refers to alterations that necessitate the determination of a
new price, that leads to a change in the time-limit for completion or that
disrupt the work schedule for the work sub-contracted.

Thie sub-contractor is not obliged to execute new work that is outside the
scope of his enterprise nor work whose volume exceeds the amount fixed in
article 10.1 of the Special Conditions.

10.2 If alterations to the work sub-contracted lead to a decrease in the amount
of the present agreement greater that the limits fixed in article 10.2 of
the Special Conditions, a general revision of the price conditions of the
agreement shall be negotiated between the principal contractor and the
sub-contractor.

Article 11: PRICES UNDER THE AGREEMENT

Except in the case of sub-contracting agreements of a low amount or limited
duration, payments shall be made in instalments, with payment of a final balance
in accordance with the timing stipulated in the Special Conditions.

When payment is to be made jin weekly or monthly instalments, such instal-
ments shall be paid only in respect of the work carried out by the end of such
periods. When the price is payable in tranches, payment shall fall due from the
time at which the value of the work carried out reaches the amount of each
tranche. When the payment must be made accordirg to the completion of stages of
the work. for example, when foundations have becn laid. when the roof is com-
pleted, and on final acceptance, the corresponding payments shall fall due from

i
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the moment at which the work comprised in the stage in question has bheen com-
pleted.

In all circumstances, the instalments indicated above may be set off only
against the total amount under the agreement, which shall be determined at the
time of drawing up the final acccunts.

Article 12: VAT
However prices are fixed, they shall be understood as being net of VAT.

The parties must inforam themselves in good time of the rates of VAT appli-
cable, the operations that attract the tax, and the time-limits within which and
the party by whom the tax must be paid.

When VAT is payable by the sub-contractor, the price fixed in article 11 of
the Special Conditions shall be increased by the amount of the tax.

The rate of VAT indicated in the Special Conditions is that in force at the
date of the agreement and is quoted merely as an indication..

Article 13: PAYMENT ARRANGEMENTS
13.2 The payment periods shall be fixed in the Special Conditions.

Article 1l4: CURRENCY OF ACCOUNT AND CURRENCY OF PAYMENT

14.1 Both in the case of instalments and of the final balance due, statements of
receivables and invoices addressed by the sub-contractor to the principal
contractor shall be expressed in the currency of account in force in
relations between the principal contractor and the principal.

Payments by the principal contractor to pis sub-contractor shall be made in
the currency of payment used by the principal.

14.2 However, if the sub-contractor demands payment for his services in a
currency different from the currency of payment of the principal contract,
the exchange transaction shall take place at the rate in force on the date
of payment. In that event, the sub-contractor shall bear the risks and the
costs of the exchange transaction ani currency fluctuations, the principal
contractor being excluded.

14.3 All payments shall be made at the place fixed in the Special Conditions.

Article 15: PRICE VARIATIONS

15.1 The Special Conditions or the accepted provisions of the invitations to
tender, the tender or the order, when these documents are part of the
agreement, shall specify whether there sh-1l be any variation in prices and
the relevant arrangements for any such variation.

Article 16: ADVANCES

16.3 wWhen advances are paid by the principal contractor to the sub-contractor,
such amounts shall be recovered either by deduction from the subsequent
instalment or by percentage deduction from all the instalments paid in

execution of the agreement or according to the arrangements provided in the
Special Conditions.

16.4 Unless article 16.4 of the Special Conditions provides otherwise. advances
shall not be subject to revision. In this case they shall he deducted from
the instalments before the revision formula is applied tn the larter.




16.5 When advances are not paid by the principal contractor on the dates stipu-
lated in the Special Conditions. they shall attract interest on arrears at
the rate fixed in article 17 of the Special Conditions, after due service
of notice.

16.6 The Special Conditions may stipulate a guarantee, at the expense of the
sub-contractor, to ensure the reimbursement of advances.

Article 17: INTEREST ON ARREARS OF PAYMENT

All sums due in execution of the present agreement that are paid in arrears
shall attract the interest stipulated in the Special Conditions, as from the
date of service of written notice on the principal contractor.

The stipulation of interest on arrears of payment mentioned in the Special
Conditions shall not constitute an obstacle to the right of the sub-contractor
to additional compensation covering the loss actually suffered, provided,
however, that the national legislation applicable to the agreement does not
forbid this.

Article 18: PRO RATA ACCOUNT

18.2 ¥*-.n there is provision for a pro rata account intended to finance expendi-
ture on commcn services chargeable to all the enterprises on the site. a
monthly statement thereof shall be kept and a copy of that statement shall
be transmitted to the sub-contractor. The pro rata account shall be
submitted for approval to a committee appointed pursuant to the Special
Conditions.

This pro rata account shall cover the following items of expenditure, in
addition to those stipulated in the Special Conditions:

- Consumption of water, power and lighting necessary for the work:

- The provision, assembly, dismantling and maintenance of fences and security
barriers;

- Guarding, regular sweeping and cleaning of the site;

- Temporary chaiges for road use;

- The utilization and maintenance of lifting gear and access to the site;

- Costs for the installation, removal, rental and operation of telephones.

18.4 Unless article 18.4 of the Special Conditions provides otherwise, the pro
rata account shall be managed by the principal contractor.

Article 21: LABOUR MATTERS

The sub-contractor has sole responsibility for complying with collective
agreements and legal provisions and regulations on social security matters.

If, after service of notice, the sub-contractor has not duly regulated
matters, the principal contractor may take all appropriate automatic measures,
including those stipulated in article 29 of the General Conditions, to compel
the sub-contractor to comply with collective agreements and legal provisions and
regulations of a social nature (wages, social security costs, insurance. working
hours, safety and health, etc.) which the sub-contractor is bound to observe.

In any case, the sub-contractor shall guarantee the principal contractor

against any proceedings against him arising out of an infringement of the above
provisions.




Article 22: INSURANCE

22.1 The sub-contractor must take out adequate insurance to cover his third
party liability as well as his liability in respect of work accidents of
his staff.

22.2 The Special Conditions shall mention as appropriate any other types of
insurance required by the principal coatractor.

22.3 The sub-contractor must produce all these insurance policies on request and
without delay for inspection by the principal contractor.

Article 23: LIABILITY

23.1 The liability of the parties results from the obligat‘-~s incumbent on them
by reason of the contractual provisions agreed between them and by reason
of the law applicable to the agreement.

23.2 The special guarantees required from the sub~contractor are indicated in
; the Special Conditions. -

23.3 The principal contractor and the sub--contractor are each liable for any
criminal or quasi-criminal fault and shall hold their fellow contractors
harmless, and shall undertake, if applicable, to guarantee them from any
proceedings.

Article 24: INTELLECTUAL RIGHTS

If, In the course of the work that is the subject of the present agreement,
the principal contractor or the sub-contractor obtains knowledge of manufactur-
ing processes, operations, utilization procedures, etc., he may not appropriate
them to himself, use them for his own profit or communicate them to third
parties. -

Article 25: MUTUAL INFORMATION OBLIGATION

The parties urdertake to inform each other immediately of any difficulty
arising in the course of execution of the work that would be of such a2 nature as
to disrupt punctual and harmonious performance.

In particular, the principal contractor and the sub-contractor undertake to
exchange all information of a technical nature that is in their possession or
that comes to their knowledge and on which the execution of the work under the
principal contract and the sub-contracting agreeament depends.

The principal contractor must also inform his sub-contractor of all pay-
ments received from the principal that are related to the work sub-contracted.

Article 26: UNFORESEEABLE CIRCUMSTANCES

In the event of any fortuitous act, act of State, act by third parties or
other act constituting force majeure, the parties declare that they will be
guided by the solutions allowed by the law applicable to the agreement, but
without prejudice to more advantageous provisions of the principal contract,
which shall also be applied to the present agreement.

The principal contractor shall communicate to the sub-contractor the
provisions of the principal contract related to such circumstances.

However, the sub-contractor may not claim application of such more favour-
able provisions if the principal contractor has not been able to henefit by
them. The principal contractor must initiate all action vis-a-vis the principal
for this purpose,.




27.1

28.1

29.1

Article 27: ACCEPTANCE OF THE WORK SUB-CONTRACTED

The acceptance of the work sub-contracted shall take place in principle on
the expiration of the contractual period for completion of the work sub-
contracted and at the earliest on the date of completion of that work,
according to the following arrangements:

Acceptance must be requested in a letter from the sub-contractor to the
principal contractor or his agent; )

Within 15 days of the request, the principal contractor or his agent must
inspect the work. and a written report shall be drawn up thereon. In 15
days from drawing up the written report, the principal contractor must
indicate to the sub-contractor the acceptance or refusal of acceptance of
the work;

Failing the drawing up of a written report or notification of acceptance or
refusal of acceptance of the work within the above time-limits, the work
shall be considered as accepted;

In all cases and failing any contrary stipulation in the notification,
acceptance shall take effect retroactively to the day of completion of the
work indicated by the sub-contractor in his request.

Acceptance by their principal contractor shall have the following effects:

The transfer of risks;

Coverage in respect of apparent defects;

Cessation of penalties for arrears;

Drawing up of the final account. Article 13.2 of the Special Conditions
shall stipulate the period within which the final account shall be drawn
up. In the absence of such stipulation, a period of three months shall
apply.

The reversal of the onus of proof for defects;

The commencement of the guarantee period.”

Article 28: LIABILITY FOR LATENT DEFECTS

Unless article 28.1 of the Special Conditions provides otherwise and
without prejudice to the provisions of article 27.2 of the General Condi-
tions, the sub-contractor shall remain liable for latent defects during the
same periods and under the same conditions as the principal contractor
vis-a-vis the principal.

During that period, the sub-contractor must carry out all tine repairs made
necessary by a latent defect, even of a minor nature, with regard to which
he is at fault. Unless the sub-contrazctor carries out the repairs, the
principal contractor may, after serving written notice, apply in respect of
the expenses and risks of the sub-contractor at fault the automatic mea-
sures mentioned in article 29 of the present General Conditions.

Article 29: AUTOMATIC MEASURES

Evcept in cases in which a specific sanction is stipulated in the Special
Conditions or the other conditions of the present General Conditions, any
serious infringement of the agreement shall give rise, after unsuccessful
service of notice, to one of the following measures:

29.1.1 Cancellation of the agreement:

When cancellation takes place for the benefit of the principal
contractor, the guarantor must fulfil his commitment. without
prejudice to compensation due from the sub-contractor:




The sub-contractor msust, at the request of the principal contrac-
tor, place at the latter's disposal the provisional works, the
essential equipment and the materials provided on the site or in
the factory or in store and esseatial for the continuation of the
work ;

29.1.2 The conclusion of an agreement with a third party for the account
and at the expense of the sub-comtractor at fault.

29.2 Independently of the interest on arrears mentioned in article 17 of the
General Conditions, arrears of payment by the principal contractor exceed-
ing 90 days shall authorize the sub-contractor to interrupt his work. If
service of notice has had no effect after 30 days, the sub-contractor may
unilaterally cancel the agreement at the expense of the principal contrac-
tor.

29.3 whatever the action taken, the party at fault shall be notified in writing
of the decision to take automsatic measures. In all cases, an inventory of
the work shall be drawn up jointly.

Article 30: CANCELLATION OF THE CONTRACT

30.1 The principal contractor may cancel the present agreement when the princi-
pal contract is itself cancelled without any fault on his part. Ia this
case, the sub-contractor shall be entitled to payment for the work done and
shall receive compensation up to the amount of the loss that he has in-
curred; such compensation shall be due from the principal.

The present agreement shall also be cancelled ipso jure when the principal
contract is cancelled for fault of the principal contractor, who must in
that case make good any loss incurred by the sub-contractor.

30.2
30.2.1 When the agreement is concluded with a phyvsical person, the
decease of the latter - whether of the principal contractor or the
sub-contractor - shall entitle the other contracting party to opt
between the dissolution and continuation of the agreement. Such
other contracting party must exercise the option within a short
period after the decease.

In such cases, no compensation shall be due from either party.

30.2.2 Unless the Special Conditions provide otherwise, this sase optio-
shall not be open to the principal contractor or the sub-contrac-
tor, as the case may be, when the other contracting party is a
legal person who ceases independent operations, for example, by
merger with or absorption by a third parcy.

Article 31: PERSONAL EXECUTION OF THE WORK

The sub-contractor may not cede, assign or further sub-contract all or part
of the work that is the subject of the present agreement without the prior
authorization of the principal contractor in writing.

Article 32: SETTLEMENT OF DISPUTES

Article 33: LAW APPLICABLE

Unless the Special Conditions provide otherwise, the law applicable to the
sub-contracting agreement shall be the law of the country in which the work of
the principal contract is executed.






