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INTRODUCTION 

This study comes within the fraaework of the Regional Arab Progra .. e for the 
Developaent of Industrial Sub-co~tracting DP/RAB/86/001, executed by UNIDO. It was 
carried out in each of the four co~ntries covered, Tunisia, Morocco, Algeria and 
Egypt, giving rise to f~ur separate reports aiaed specifically at: 

Assessing the fiscal regulations governing indirect taxatior. and customs 
duty in each of these countries so as to identify difficulties raised by 
aore wide3pread use of national and international sub-contracting 
arrangeaents. The study was also designed to put forward solutions and 
recoaaendations so as to incorporate into the national legislations a 
fraaework of provisions encouraging sub-contracting. 

Facilitating sub-contracting relations aaong industrial enterprises by 
highlighting the fundaaental 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-for• contracts to 
assist negotiations. 

CONCLUSIONS 

Legal aspects 

The legislations examined in general largely ne~lect or completely isnore 
industrial sub-contracting agreeaents. Since this is an international study, 
furtheraore, 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 regulations on industrial sub-contracting 
and of the many international conflicts of law in this field, the author suggests 
that a check-list of questions should be answered before any contract is entered 
into and that, as far as possible, standard-for• contracts as appended to this 
study should be used. 

This approach was also chosen because of the need to take into account the 
three rules on conflicts applicable to inter:1ational contracts: 

The first rule is to deteraine 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, ~~st 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 prOllulgated by an Order dated 
26 Septe•ber 1975 provide that •Algerians, including those resident in foreign 
countries, shall be bo•1nd by the laws on the national status and capacity of 
persons•. This regulation should be taken, 11<>re broadly, as making the capacity of 
individuals subject to the laws of the State whose nationality they hold. Pursuant 
to article 19, questions pertaining to the for• of agree•ents 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 Algeri~n Police Laws (as for example that of 
11 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 fora of agreeaents provides a choice between four 
different set~ of legislation: the competent body of law may be that in force at 
the place where the contract is concluded: that governing the substance c:f the 
contract; that of the parties' c01111on domicile; or that of their COllllon 
nationality. Again, the principle of autonomy is sanctioned by Egyptian 
legislation. 

In the light of the recOlllJllendations put forward in the tables summar1z1n9 the 
provisions applicable in the various ~ountries, and of the above comments, the need 
is apparent: 

1. To establish a framework of regulations applicable specifically to 
sub-contracting and if J;><>Ssible to interna~ional sub-contracting. 

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

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

Indirect taxation 

Applying a VAT regime 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 recommendation~ because the budgetary !mplications are beyond 
the scope of. this study. 

Customs 

Each of the countries has established a system encourasing imports and 
re-exports of industrial products. ~hese &ystems generally operate in favour of 
sub-contracting: the controlling departments, however, are cumbersome and lacking 
in technical competence, which ham?ers dynamic trade among Small and Medium-sized 
Enterprises. One of our recommendations was that, as far as possible, the 
technical departments and the Ministry for Industry should be brought together with 
the Customs Service with supervisory responsibility in the matter of duties. 

Ii/I I I II 111 I I 1111 1111 
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SUB.J~' 

l. CENERAL COMMENTS 

RL"OMHINDA'f IONS 

SUMMARY TABLI or LIGAL ASPIC'l'S 

TUMISlA MOROCCO 
I I 
I ALGERIA I IGYPT 
I 

- There 1r• n~ 1peclClc 1egl1l1tlv• provl1lon1 or regul1tlon1 on lndu1trl1l 1ub-contr1ctlng 
in 1ny oC ~n••• countr1••· 

11cb n1tlon11 1egl1l1tlon doe1, however, include c1rt1ln provl1lon1 concerning re1l-•1t1t• 
1nd clvll engineering 1ub-contr1ctlng. Court• 1djudlc1tln~ upon lndu1trl1l 1ub•contr1ctlng 
dl1pute1 refer to th••• text• by 1n1logy, lf th• point• 1r!•~ng 1r~ of 1 1lmll1r n1tur1. 
IC not, they 1pply th• b11lc prlnc1pl•• oC clvll l1w. 

elven th• 11ck oC r1gul1tlon1 d11llng 1p1clClc111y wltb SMI• eng1ged ln lndu1trl1l 
1ub-contr1ctl~g oC lndu1trl1l product1, th• p1rtl11 (prlnclp1l contr1ctor1 ind 1ub-contr1ctor1) 
make their arr1ng1ment1 without 1 pr1cl11 11g1l fr1m1work. ~ct• ln yrltlnq would be 
legally blndln9 on th• p1rtl11, unl••• they wer1 lncomp1tlbl• wlth th• prlnclpl•• 11ld down 
ln th• rel1v1nt Civil Cod••· 

- Indu1trl1l contract• 1r1 often 1ubj1ct to 1 11ri11 oC con1traint1 ind to 1 varl1ty of d1Cf1r1nt 
9ov1rft9ent1l bodl•• who11 ovn regulation• con1ld1rably comp11cat1 th• e1tabll1hm1nt of 
1ub-contr1ct1n, rel1tlon1. 

In order to on th• on1 h1nd mak• up for th• lick of 11gl1latlon dealing vltb 1ub-contr1ctlng, 
which deprive• lndu1trl1l concern• of any effective legal 11curlty ln 1uch r1l1tlon1, 
91n1r1lly 1nt1r1d lnto Cor long p1rlod1 oC tlme, and on th• other band to en1ur1 that a 
iaultltud• of ca11-by-ca1• lnterv1ntl0n1 by government d1part1111nt1 do11 not vltlate th• 
19re1111nt1 1ctu1lly r11cbed by tr1dlng p1rtner1, lt i• r1c01111111nd1d1 

l. that 1ptclClc r1qul1tion1 on lndu1trl1l 1ub-contractln9 b• 11tabll1h1d1 

2. tb1t th• y1rlou1 for91 oC control (cu1tom1, 1xch1n91, indu1trl1l d1v1lopm1nt) 
bt grouped together by maklng 1 1lngl1, compreh1n11v• authority r11pon1lbl1 for them. 

VJ 

I 



1-
SUBJECT 

II. NAT!ONAL SUB-CONTRACTING 

D£finltlon 

L1a1l proyiwlon• 
on lntqult•blt 
•CJr••-nts 

ln partlcul1r: 
1xorblt1nt pen1lty 
Clau11s, •tf Ind 
vh1n•, unfor111n 
1v1ntualltle1, ttc. 

SUMMAR? TABLI OP LBGAL ASPICTS (contlnutd) 

TUNISIA MOROCCO 
I 
I 
I 

ALGIUA 

Sub-contr1ctln9 1xl1t1 vhtn thtrt l• a contr1ct bi which ont 1nt1rpri11, th• 
~rlnclpal contractor, d1l191t11 to • thlrd p1rty, ~•lltd tht 1ub-contr1ctor, 
total or partial 1x1cutlon of 1 contract pr1vlou1ly concluded by th• prlnclp1l 
contr1ctor 1nd hit ultl1111t1 client, th• sponsor, 

(2) Bll1t1ral 19r11ment11 
- Spon1or/prlnclp1l contractor 
- Prlnclp1l contr1ctor/1ub-cont'r1ctor 

No r1dr111 of 
contucts 

Very ll~lttd 1cop1 
for court• ln c111 
of dhput1 

No r1dr111 of 
contra~t• 

•:aulln111 11 
bu1in111•1 Jud911 
cannot lnt1rv1n1 

(l) Thr11-vay agr111111nt 

Rtdrt11 lf 
improper 

IGYPT 

Sub-contract• art u11d 
to connl11lon 1 firm to 
product all or part of an 
lndu1trlal product on th• 
1xglu1ly1 btb•lf of 1 
prlnclpal contractor, who 
may u11 lt by f ini1hin9 1~, 
proc111in9 lt, or lncludlng 
it in a broader 1ch1m1 of 
production, or 1lt1rn1-
tlv1ly for hl1 own 
conn1rcl1l r1qulr1m1nt1, 

(2) Bil1t1r1l 19r11mtnt11 
- Spon1or/prlnclp1l 

contractor 
- Prlnclpal contractor/ 

1ub-contr1ctor 

R1dr111 lf improper 

Po11ibllity of dlrtct 
action for payment 
against th• 1pon1or 

I:' 



I 
I 

SUBJ8CT 

111 • INTElt.N.\TlOMAL 
SUB-coNTRACTING 

l•l contr1ctu1l bl•l• 

(bl Stttltptnt of 
dhput11 

(C) Sptclflc 
S&2!!!U:liDU 

- Stlectlon of 
s1.b-contractora 

- Flacal conatralnta 

- 01:tsld1 
d•~rtNnts 
~nvolvtd 

SUMMAR? TABLI OP LICAL ASPIC'l'S (contlnutd) 

TUNISIA MOROCCO 

T H It I I W A Y 

• Wrltttn a9r111111nt1 1pplltd 

• 1t1cour11 to 1rbltr1tion 19r111111nt1 lf 
provldtd for by th• contract 

• In th• ab11ne1 o~ vritttn provi1lon1, 
tht 11v 1ppllcabl1 lo t.nt llc1nc1 ov .. tr '1 

<~•··· ......... 1 

ALGDIA 

A G It I 

, Written agr1e11111nt1 
applied 

, Arbitration clause 

I M 

not applicable except 
y&1-i-yi1 Prance 
Algerian lav 11 applied 

I 
I 
l 
I 

I 

ICYPT 

I N T 

, Wrltttn 19r11m1nt1 
1pplltd 

• 1t1cour11 to 1rbltr1-
tlon agr11m1nt1 lf 
providtd for by tht 
contrtct 

, In the 1b11nc1 of vrlttan 
provl1lon1, the lav 
appllcabl• ln th• llcenc• 

rr11, but 1p1clflc con1tralnt pur1uant to lnduatrlal 119l1latlon 

C1ntrall11d undtr 
the API 

Approval required for 
1ub-contractor1 in 
public procurement 

supp\lar and customer 
jointly and severally 
llablt to taxation in 
public procurement 

- Do11l1r1 followed 
up vlth the 1upport 
of th• Industrial 
J>ev1lopt111nt Offic~ 
(ODI) 

Approval required for 
1ub-contractor1 

(lndu1try/flnance, 
tax 1ervlc11, 
not centr1ll1ed) 

VI 



SUBJICT 

I. INDIRICT TAXATION 

(a) Scopt fot applying 1 
rtql91 CO!!l)trrblt to 
Valyt Addtd tax IYAT> 

Cb> Jndlrtct lndy1trl1l t1111 

Central 
CO!!!!!!nt.I 

technical CO!!!!!nt1 
for 1eprov1nq tbt 
txhtlng Hitt!! 

S~T TAJILI OF LeGAL ASPIC'l'S (qontlnytd) 

TUNISIA 

Abolition of tht 
prtYiOUI 1y1t1~. vhlch 
cOlllblntd production t11, 
tax on 11rvlc11 rtndtrtd 
and con1ul'llptlon tax 

- VAT rt9l., lnatltuttd 
on 1 June 1911 

w.>ROCCO 

- VAT r69l1111 lnatltuttd 
on 1 Apr 1l 1916 

tht VAT r69line h11 1 pr1ctlc111y neutral effect 
on lnduatrltl 1ub-contractln9. Tht modt of taxa­
tion la no lon91r 1 hlndr1nc1 to tht uat of 
MUltl-ata91 aub-r.ontr1ctln9 

ALGIRIA 

Deflnltely f1a1lbl1, 
b1c1u11 tht prlnclpl11 
ot VAT tr• Ulld ln 
th• 119l1l1tlon on 
Sln9l1 Ag9r191t1 
Production Tax (TUGP) 
and Sln911 Ag9r191t1 
T11 on Strvlc-• 
R•nd1r1d (TUGPS) 

the 8ln911 Ag9r191t1 
Production Tax (TUGP) ind 
Sln911 A9fre91t1 ·rax on 
81rvlc11 R1nd1r1d (TUGPS) 
co-11l1t. They are b111d 
on th• a1m1 prlnclpl• •• 
VAT but an not 
r1clproc111y r1cov1r1b11 

The system 9lv11 rl•• to 
an accumul1tlon of (non­
r1cov1r1bl1) t1111 for 
a1rvlc11 r1nd1r1d lnv~lc1d 
vlth TUPGS. Thl1 dlff l­
culty could be 1bo111h1d 
and r1pl1c1d by 1p1clf lc 
provl1lon1 b1for1 VAT 
h lltlbl llhld 

IGTPT 

consul'llptlon tax do11 not 
embody princlpla1 
1ppllc1bl1 to VAT 

A conaumptlon tax r69imt 11 
1ppll1d1 no t1x can bt 
recovered 

Thi 1ccumul1tlon of tax•• 
lnv1rl1bly c1ua1d by 
th• 1y1t1m 11 h19h1y 
pr1judlcl11 to lnduatrlal 
aub-contractln9 

a.. 
I 



SUB.JICT 

(C) 

RICOICMENDATION 

(d) Cut-off rult 

RECOMMENDATION 

TIX flt!! tppllt~ 

Standard rate 
17 per cent 

Incre11ed rtt• 
29 per cent 

RICONMENDATION 

3UMMARI TABLI OF LIGAL ASPICTS (continued) 

TUNISIA MOROCCO ALGERIA IGYPT 

Dtllvtry of good• Rtctlpt of prlct Delivery of 9ood1 Dtlh•try of 9ood1 

ror ca•h-flow rtaaona, rtctlpt of prlct i• tht mort favourablt char91ablt tvtnt1 
thi• option ahould bt reco111111nded to tho11 countrit• that havt not alrtady 
adopted it (Tuniaia, Al91ria, l9ypt). 

Tht VAT crtdlt aurplu• 
can be rtfunded on 
certain condition• 

Tax aurplu1 rtfundablt, 
by a rtlatlvtly 
Cltxlblt proctdurt 

No refund except 
undtr very aptcial 
condition• 

Refund rultd out 

lxctpt in "9rocco and Tuniaia, th• fact that tax aurplu••• ctnnot bt rtfundtd 
9lv•• rl•• to 1 ccnalderabl• f lnancial burden on aub-contractora, particularly 
at tl..,, when lnveat1111nta have to be madt 

Two .. in rat•• for 
induatrial activitit1 

• Standard rat• 
19 per cent 

• Increaaed ratt 
JO per cent 

Ratt of lt ptr cent 
o~ tran1actlon1 by 
rtal-estatt con-
1truct lon companlt1 

Thr•• main rat•• for 
indu1trial activltit• 

Num1rou1 and h19h 
(20 to 60 ptr cent) 

Numtrou1 and h19h 
(JO to 50 ptr cant) 

In ao far as th••• taxt1 art dtductablt, tht ratta have practically no tfftct 
on 1ndu1trial enttrpri•••· NtYtrthtl•••• th• multiplicity of taxt1 wlthln 
tht exctptlon ay1ttm (Tunl1ia ln particular) often 1111kt1 admini1trativ• 
operation• more cumbtraome 

-.I 

I 



SUBJECT 

tu but 

Principle of 
ttul tor !aUty 

J!ylH on rr ~ txporttd 

RECOtOllNDATION 

II • CUSTOMS REGINE 

RECOMMENDATION 

SUMMARY TAJILI OF LBCAL ASPIC'l'S (contlnu1d) 

TUNISIA MOROCCO 

Price before tax 

Tran1action1 art liable to taxi 

ALGIRIA 

Prict inclulivt 
of tax11 

- In tht cast of 1al11, lf dtllvtry of th• goods within th• country 
h stlpulattd 

- ln th• ca11 of 111 othtr op1ration1, if tht 11rvlct rtndered, 
th• right a11l9n1d or th• goods hirtd art ustd or operated 
within tht country 

Tht naturt of th• tran1actlon1 may 91vt ri•• to confusion 

Tax-fr11 1tatu1 rtlltvln9 th• tntlrt 
supply and manufacturing cycle of tax, 
even lf ctrtaln tltment• v1r1 prtvioualy 
imported 

A priori tax-txempt, but 
tht fact that TUGPS cannot 
bt r1cov1rtd may 91vt r111 
to dlstortiona 

sy1t1m1 should bt stand1rdl11d. 

- conaidtnblt 
fl!l!lblllty1 

Induatrial bondtd 
war1hou111, draw­
back, frtt 1001, 
temporary admission 

- Cumbtr10ftlt technical 
procedures 

- Establlahmtnt of 
txttndtd fr11 1ont 

- consldtrjblt 
fltxlbll ity I 

Temporary import-
at lon, temporary 
admission, draw-back 

- Cumbtrsomt technical 
proctdurts 

- No Crtt 1on1 

- considtrablt 
OtxibU1ty1 

Customs warthou1es, 
temporary admission, 
draw-back, temporary 
exportation ••• 

- Imports and exports 
art under txclyslye 
control of the ~ 

- No frtt IOnt 

Systtm1 1hould be 1tandardi11d 

IGYPT 

Ad v.lonm 

Tht tax 11 ltvltd 
(includ.ng in duty-frtt 
1on11 on ~mporttd or 
locally-manuf acturtd 9ood1 
if thty art conaumtd 
locally or aold for local 
con1umption 

sxctpt in the Port satd 
Crtt 1on1, tax~• are 
cumullttd 

- No 1peclfic r6glmt txctpt 
ln th• Port Said frtt 1on1 

- High ratt of duty 

I 

CD 
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Annex 1 

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

I. SUBJECT-HATTER OF THE AGREEMENT 

Coaaercial or legal provisions: 

(a) Indication of the nature of the products, parts or services that constitute 
the subject-aatter of the agreement. 

(b) Nature of the work sub-contracted: 

Kanu~acture 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. 

(c) - Number of parts covered by the agreement: 

Either a specific number is fixed at the outset; or 
• A minimum or maximwn quantity is fixed. 

The ordering party may undertake to order a given minimum number of parts 
during the period of the agreement; for his part, the sub-contractor may, if 
appropriate, undertake to produce all the parts ordered, up to a certaiH maximua 
number. 

II. TECHNICAL SPECIFICATIONS 

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

(b) Also, the annex to th~ agreement should indicate all the technical. docu­
ments necessa~y fo~ the proper manufacture of the product, dra~ing~. 
nomenclatures, and reference standards, if possible countersigned by the 
two parties. 

III. DATE OF CONCLUSION OF THE AGREEMENT 

In principle. this is the date of confirmation of receipt of the definitive 
order. unless agreed otherwise. 

IV. PROVISIONS REGARDING SPECIAL TOOLS AND MODELS 

(a) Invoicing procedure: 

• Detel"lllination of the price for an .agrP.ed number of parts; 
Separate invoicing: 
Sharing in the manufacturing costs. 

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

(c) Cases in which the ordering party provides the sub-~ontractor with tools. 

V. TIMING 0F ORDERS. DELIVERY PERIODS 

(a) Fixing of a given number of parts or of a minimum numh~r or ;j range for 
given periods of time. 

{b) Fixing of the time elapsing between rhP d::iu~ on 1•hid1 the ordP.ring p.:irty 
must arlvise the sub-cor.r:ractnr of the exact n11ml1f"r nf p:1:·u; rirdered for a 
~;iven period of time and the d.1te on 10hid1 the s11b-cc1ntracrnr must deliver. 
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Adoption. if appropriate. of a schedule of advance orders. 

(c) Determination of tolerances for deliveries above or below the agreed 
amount, either in nuaber 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 TO ADHERE TO PROVISIONS REGARDING TIMING, QUANTITIES OR DATES 

(a) Stipulation of consequences: 

For the ordering party: 
For the sub-contractor. 

(b) Deteniination of the commeilcement date of the delivery period and the 
consequences of a delay in deliv~ry. 

(c) Cases of force majeure or cases requiring siP.lilar 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.Z), production waste (3.3.2.3), packir.g, 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 a buffer stock. in 
which case prov:_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 

(a) Payment conditions: 

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

(~) 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 thP. parts, models or 
tools belonging to the prin~ipal contractor. 

IX. DELIVERY, TRANSPORT, PACKING 

(a) Place of delivery of the parts manufactured by the sub-contract~r and dat~ 
of transfer of ownership. 

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

(c) Location ;1t whfrh the materials or parts supplied hy thr ord<!ting party ar•~ 

to he ma~~ availahJP to the Suh-contractor 

(d) Who bears r:.hc risks on the transport of !'.ur.h m~r<!riiils? 
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(e) Problems of packing and storage (particularly. arrangements reg~rding 
packing material such as containers, crates and pallets that remain ti!e 
property of the suh-conLractor). 

X. INSPECTION OF MATERIALS OR PARTS SUPPLIED BY THE O.R!>ERING PARTY 

(a) Has the sub-contractor an obligation to inspect such materials or parts? 
On what conditions and subject to what ti•e-liaits?; 

(b) Obligation of the ordering party regarding the replacement of the material 
or parts rejected on ins(>f'ction; 

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

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

(a) Perc~ntage of waste or rejects allowed; 

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

The various possible solutions: 

Risk borne by the ordering party; 
Risk borne by the sub-contractor (incorporating a 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. 

XII. 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 coraditions regarding acceptance (specifications). 

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

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

Nature of the guarantee; 
Guarantee period; 
Costs of machining and finishing parts rejecred (possibly blanket 
arrangements); 
Risks after the parts arc put into service; 

Repair of parts that do not meet specifications. 
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XI'!. CONFIDENTIAL NATURE OF TECHNICAL DOCUMENTS - J..NTELLECTUAL PROPERTY 

(a) Obligation of both parties to preserve secrecy regarding the documents aade 
available and the trade secrets of t.he 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; 

(c) Release from responsibility in respect of iaitations . 

.XV. D.a..SPUTES 

Specify what court is competent and what law is applicable in the case of 
an international sub-contracting agreement. 
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A N N E X 2.1 

FORK OF INVITATION TO TENDER 

(For use by the ordering party) 

Na.e of the principal contractor inviting tenders and indication of his 
reoresentative: •••..•••••.•.•••.••••••.•..•.•.•......................... 

N•e of the sub-contractor to whoa the present invitation is addressed: 
........................................................................... 
Subject-.atter 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 cender is 

described in article 2 of the Special Conditions annexed hereto. 

• References to the principal contract: 

- Name of the principal: ..••••••••••••••••.•........................... 
- Indication of the principal contract and reference to the specifications 

applicablE: to it: •••••••••••••••••••.....••................... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . .. . . . .. . . .. .. . . .. . 

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

OR 

Date of order by the principal: 
Sub-contracting conditiCY..&S: 

Article l: 

The General and Special Sub-contracting Conditions alUlexed 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 

- List: .•.....•••••.•..••.••••.••••.•. . .......... ~ .................... . 
OR 

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

Address: ...........••......•.....•.....•....•........................... 

Lis: of drawings and esti.llates to be consulted: ........................ . 

Article 3: STANDARDS AND TECHNICAL SPECIFICATIONS APPLICABLE 

List: .........................•......................................... 

Article 4: VARIANTS OR SUGGESTIONS 

No variants or suggestions shall be allowed. 

Of: 
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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: •.••••......•••••.••.....•...•..••.. 
• . . . • . . . . . . . • • • • • • • . . . . . • • • . • • • • . . • . • • • . • . . . . • • • • . . . . • . . • ·. . • . . . (Specify) 

Variants not accompanied by a tender for the basic solution will not be 
accepted. 
No account will be t:alten of variants freely proposed by the sub-contractor 
when the provisions of the principal contract have excluded thea. 

Article S: PRICES 

The transaction is concluded on the basis of: 

An all-inclusive luap-sua price; 
Unit prices; 
An all-inclusive and luap-sua 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: MEASUREMENT METHOD OR CODE 

(Indication of the •ethod 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: ••.....•••.•..••.•..••.....•.••............. 
- Value and explanation of the indices and parameters chosen: ...••..... 

Publication of changes in such indices: .•••••.......••••.•.......••.. 

Article 8: PERIOD FOR EXECUJ'ION 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 •ust attach to his tender evidence of his professional 
qualifications or occupational classific~tion for the work sub-contracted 
and an attestation that he has met his fiacal and social security obliga­
tions. 

Article 10: OTHER CONDITIONS 

......................................................................... 
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Article 11: SUBHISSION OF THE TENDER 

The sub-contractor llUSt subllit his tender in 
copies not lat.er t.han .•.•••...••.•••••.•••.••...•..•.................... 
The sub-contractor is bound by his tender~ 

For a period :>f . • • • • • • • • days as froa .....•••..•.................... 
(date or event.) 
Until the following date: ••••••..•••••••.•.•.•..••••................. 

Article 12: CONCLUSION OF DIE AGREEMENT 

Tenders have/have not been invited from 11<>re t:han 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 

If, during the period of validity of the sub-contractor's tender, altera­
tions are aiade to the principal contract that affect the work envisaged in 
the present invitation to tender, the principal contractor llUSt. illllediately 
notify the sub-contract.or(s) consulted thereof; after having not.ed such 
alt.erat.ions, t.he lal .er shall undertake to infora the principal contractor 
wit.bout delay of the new conditions that he deaands/they demand. 

The present invitation co tender and the tender shall becoae null and void 
if t.he parties fail t.o 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 wi~~raw it at any tiae, but he 
undertakes in that case to aalte illmediate 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 estiaate. 

(Signature of the principal contractor and date). 
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A N N £ X 2.2 

FORft FOR SUBKISSION OF TENDER 

(For use by the ~uh-contractor) 

Name of the sub-contractor subaitting the tender: 
.......................................................................... 
Naae of the principal contract.or to whoa the tender is addressed: ..•.... 
. .. . .. . . .. . . . . . . . . . . .. . . . . . . . . . . . . . . "' ........................................... . 

• Fot'll of undertaking by the sub-contractor: 

Tbe undersigned undertakes to execute the work referred to in the invita­
tion to tender of • • • • • • • • • • • • • . • • • • • • • . (date),· in confol111ity wit.h the 
conditions thereof and the General and Special Sub-contracting Conditions. 
against. payment of: 

An all-inclusive luap-sua price; 
Unit prices according to the list of ldlil rrices annexed hereto; 
An all-inclusive and luap-sua price and unit prices according to the 
list of unit prices annexed hereto; 
Actual costs incurred; 
Verification of expenditure according to the follo~ing payment arrange-
•ent.s: 
......................................................................... 

Value-added r.ax shall be paid on such amounts at the rate in force at the 
time of the O~lf;1ation that attracts VAT and according to die normal legal 
system. 

The ~- ~sent tender shall be valid for die 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 'Uld the 
cost estimates and after a visit to the site. 

The following errors have been discovered: ······························· 
· · · · · · · · • · · · · · · · · · • • • · • • • • · · · · · · • · • · · • • · · · · · · · · · . · .. ·. . . . . . . . . . . . . . (List) 
In conforaity with the invitation to tender, the sub-contractor has/has not 
verified the quantities in the quantitative estimate. 

Variants or suggestions: •..•.....••.••.................•................. 

Price variations: 
Declaration by the sub-contractor accepting the formula proposed by the 
principal contract.or: ............•................................... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
OR 

- Alternative fonaula proposed hy the sub-contractor: 
.................. " ................................................... . 

Other conditions stioulated by the sub-contractor: 
......................................................................... 
Annl!xes: 

1. Detailed cost estimates for the work, signed by the sub-contractor. 
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2. Other docwaents required under the teras of the invitation to tender: 
(List) ................................................ 
(Signature of the sub-contractor and date). 
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A N N E X 2.3 

ORDER FORK 

Name of the principal contractor and of his representative placing the 
order: 

Naae of the sub-contractor entrusted with the work: ••••• · .••••........... 

Subject-aatter of the order: (concise description of the work and refer­
ences to the invitation to tender, on the one hand, and t.o the tender and 
its annexes, in particular, the cost. estiaat.es, on the other hand): 

Payment for t.he order shall be aade: 

- At the all-inclusive lumq>:-sua price of: •••••.••••••••.....•••....•... 
- According t.o the list. of unit. prices annexed hereto> 
- According to t.he annexed detailed estiaates of the all-inclusive and 

lump-sum prices and of the unit prices; 
- At t.he cost prices proposed by the sub-contract.or; 
- On the basis of verification of expenditure, plus ............. per 

cent. 

Value-added tax shall be paid on such aaount.s 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. 

Conditions other than those aentioned in the General and Special Sub-con­
tracting Conditions. 

Variants or suggestions of the sub-contractor accepted by the principal 
contractor: 
(Specify) . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
(Signature of the principal contractor and date). 
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A N N E X 3.1 

SPECIAL AND GENERAL SUB-CONTRACTING CONDITIONS 

A. SPECIAL CONDITIONS 

Article 1: THE PARTIES 

• N:a11e or designation of the principal contractor and of the sub-contracting 
enterprise: 

1. Principal contractor: ••.......•...•..•.........••••••••..•.••••••••• 
2. Sub-contractor: ...••.•.••.......•••.••••••••...•..••••.....•...•.•.. 

• Addresses or registered offices: 

1. . .....................................•.............................. 
2. . ...............................................•.................... 

• Commercial register: 

1. . ................................................................... . 
2. . ................................................................... . 

Social security and VAT i·egistration: 

1. . ................................................................... . 
2. . ................................................•................... 

Affiliation with the body awarding or verif)ing professional qualifications 
and indication of qualifications: 

1. 
2. 

Affiliation with professional association: 

I. 
2. 

• Nases and titles of representatives of the parties: 

I. 
2. 

................. -................................................... . 

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

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

Work that is the subject-aatter of the present agree.e~t: 
......................................................................... 
(Concise desc1iption of th~ work entrusted to the sub-contractor). 

Place of execution of lhe work: ........................................ 
References to the principal contract: 

N811e of the principal: . . . . . • . . ...••.•.............•............•.. 
Name of the principal contractor or of the archit~ct: .............•• 
Indication of the principal contract and references to the specifica-
tions applicable thereto: .........................•................. 
Overall completion date for the general contract: .................. . 
O:itc of opP.ning of tP.nders: ........................................ . 

OR 

D:ite of the order: ....................................................... 
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Article 3: CONTRACTUAL DOCUMENTS 

3.1 The General Conditions below as well as the drawings, estiaates, technical 
docuaen~.s. st.andards and technical specifications aentioned in articles 3.2 
and 3.3 below shall be ap~licable to thP. present agreeaent. 

The correspondence exchanged prior to the signature of the present docu­
aent, 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 Conditions. 

OR 

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

3.2 Transaission of the drawings, est:iaates and other technical docullents: 

• List of drawings. estimates and other technical docuaents: 

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

3.3 Standacds and technical specifications applicable: 

Article 4: CONCLUSION OF THE AGREEMENT 

The agreem~nt is concluded: 

4.2 Definitively 

OR 

(List) 

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 ~rincipal. 

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 requir•d to provide security of a value equal to .•.•• per cent of the 
8110unt of the work sub-contracted, to be deposited with ....•........•... 
(designation of the third party or agency). The security shall take the 
foni of cash/stock. 

5.4 The duration of the security or guarantee c0Mit111ent shall be that fixed in 
article 5.4 of the General Conditions. 

OR 

The du rat ion of the guar'4ntce r.ommi r:ment is fixed at: 
......................................................................... 

111 Ill 1111 II I Ill I II II 111111 I I I 111 11111 111111 11 11 I I 1111 1111 I I I II 11 1111 I 
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Article 7: COMMENCEMENT OF 111£ WORK, PERIOD OF EXECUTION AND WORK SCHEDULE 

7.1 COl!mence.ent of the work: 

Within a period of •....•.••. calendar days frOll the placeaent of the 
order, at the request of the principal contractor. 

OR 

On the .......•.••.•.•.•...•.....•..•.• day of the general work schedule. 

OR 

On • • • • • • • • • • • • . • • • • • • • • • • • • • • . . • • • • • (date). 

7.2 Period for execution of the work: 

7.~.l 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 iapossible o~ing to 
adverse weather conditions or their consequences for a period of 
..............•... hours shall not be considered as a ~"Orking day. 

OR 

7.2.3 The work sub-contracted ::rust be completed on ..••....•........•.•.. 
(indicate the precise date), work having c01Benced in that case not 
later than • • • • • • . • • • • • • • . . . • . . . • . • • . • • . . • . • • . . . • (indicate the 
precise d;;.:-._). 

7.3 Work schedule: 

7.3.1 The general work schedule of the principal contract can be consulted 
at . . . • . . . . . . • • . • . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . • • . . . (indicate the 
place). 

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 

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

. . . . . • . . . . . . . . . . . . • . . . . . • . . • . . . . . . . . francs per calendar day of delay. 

OR 

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

8.2 In the event of fai:ure 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 suh-contractor, amounting to: 

.................................... francs per calendar dar of delay. 

OR 

. . . . . . . . . . .. . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (formu!a) . 
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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 suppleaentary work, the volume of which shall 
not exceed a total aaount of ••••.••••.......•..•••....•.••..... (indicate 
the aaount and the currency) . 

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

• ................ per cent of the total &110unt of the presen~ agreement 
(indicate the percentage) 

OR 
the amount of .•••.•..............•.•.•••...•....•.•.............•.... 
(indicate the aaount and the currency), 

the clause provided for under article 10.2 of the General Conditions shall 
be applied. 

Article 11: CONTRACTUAL PRICE 

The w-)rk referred to in arti=le 2 of the present Special Conditions shall 
be executed against payment of: 

• An all-inclusive lump-sum price of: •.•.................................. 
(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 \'AT is .....•..................... -
····· (indication of the rate). 

Article 13: PAYMENT ARRANGEMENTS 

13.1 The contract shall give rise to a single payment on accept.ance of the work. 

OR 

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

OR 

The work shall be paid for in tranches of ......•...... fr~ncs pari passu 
with its execution. 

OR 

The work shall be paid for according to it~ degree ot completion at the 
following stages: .......... , .......................................... . 

13.2 Payments shall be made within .......... days counting from receipt by the 
principal contractor of the sub-contractor's irivoice accompanied by a 
progress tepot'l on r.he work. 
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When a balance is due, the final a~count shall be drawn up within .......• 
days after acceptance of the work (cf article 27.l of the General Condi­
tions). 

This final account shall be verified and the aaount shall ~e paid within 
•................ days following its receipt. 

Article 14: CURRENCY OF ACCOUNT AUD CURRENCY Of PAYMENT · 

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

OR 

14.2 The currenci~$ of account and payment shali be as follows: 

Currency of account: ................................................ 
Currency of payment: 

14.3 All payments shall be made at .................... (indicate the place). 

Article 15: PRICE VARIATIONS 

15.1 The parties agree to submit contract prices to the following variation 
foraula: 

15.1. l 
15 .1. 2 

15 .1. 3 

OR 

Structure of the formula: 
Value and explanation of the indices and parameters chosen: 

Publication of variations in these indices: 

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

Article 16: ADVA~CES 

16.l Amount of the advance: 

16.2 Date of payment: The advance shall be paid: 
(indicate the precise date). 

OR 

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

16.3 Recovery arrangements: 

16.3.1 

16.3.2 

16.3.3 

Recovery in full out <1f the next payment. 

Recovery in tranches of ..... per cent out of successive payments. 

Other arrangements: 

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

OR 

Advances shall not be subject t<• re\•isions. 

16.6 The sub-contractor shall/shall not l.u? required to provide a guarantee to 
ensure the repayment of advances. 

Article 17: RATE OF INTEHEST Af'PLTCARLE TO ARREARS IN PAYMENT 

......... per cenl. 

I II II II 1111 I I II 11111111111111 
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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 t:he 
COllll<>n services expenditure on the site referred to in ar,ticle 18 of t:he 
General Conditions as well as for the following expenditure; .•..•••.•. 
. • · . . . • • . • . . . . . . . . . . . • . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . (list). 

The monthly statements of the pro rata expense allocation account shall be 
submitted for approval to a coamittee consisting of the following persons: 
· · • • • · • • • · · · · · · · . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . • (list). 

18.3 Contribution of the sub-contractor to the pro rata accou.~t: 

18. 3 .1.1 Lump-sum contribution of ......................•....•.....•••••• 
francs. 

18.3.1.2 The contribution is fixed at .......... per cent. rep=esentiog the 
proportional value of the work sub-contracted to the whole volume 
of ~"Ork carried out for the principal. 

18.3.1.3 The contribution is fixed at the proportion of man/hours of 
serv5.ces rendered by the enterprises present on the site. 

18.3.2 Ceiling of contribution to the pro rata account: The sub­
contract.or's contribution to the pro rat.a 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 contract.or.· 

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 insurance: ..............................................•.•••.. 

Article 23: UABILITY 

23.2 Special guarantee clauses: ................................................ 
(Indication of the special guarantees formulated by the principal or by the 
principal contract~r by reason of a provision in the principal contract). 

Article 28: LIABILITY FOR LATENT DEFECTS 

28.1 Notwithstanding the provisions of article 28.1 of the General Conditions, 
the period of liability ot the suh-r.ontr:lctor for latent defects is fixed 
at ...................................................................... . 

Article 29: AUTOMATIC HEASUJ<~S 

The automatic musures applic;:thJP sh:iJl be those sr.ipulatr:ti in 3rticle 29 
of the General Conditions. 
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OR 

The automatic aeasures specified below are expressly agreed: 
.......................................................................... 

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 aerger 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 

To arbitration by the following persons: 
(names). 

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: ............•....................•.•. 

(Delete where inapplicable) 
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A N N £ X 3.2 

B. GENERAL CONDITIONS 

Article 3: CONTRACTUAL DOCUMENTS 

3.4 With respect to the interpretation of the agreement, the contract doeu11ents 
shall prevail in the following order: 

{a) The Special Conditions; 

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

{c) 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 been accepted 
without reservation by the principal contractor. In the event of conflict, 
the conditions of the order shall prevail over the provisions of the 
sub-contractor's tender when the sub-contractor bas 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 11aDdatory at the location of the works. 

When a list of drawings, estimates or technical doc-J1Dents 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~ 
contr~cted. 

5.2 When a guarantee is required from the sub-contractor, the guarantor ~ust 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 Condition~ 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 guarant~e. or the receipt for 
the de,•osit of cash or stock issued by the tl1ird 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 unsuccessf11l service of notice, either withhold 
!1·om the payments due to the sub-conr.ri:tctor an amount equal to the 
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guarantee aoney or security or apply the automatic measures referred to ip 
article 29 bel~:. 

5.6 It is expressly agreed tllat the provision of a guarantee or security covers 
the completion and proper perforaance of all the work that is the subject­
matt.ei- of the agreeaent, includmg the alterations or suppleaentary work 
entrusted to t:he sub-contrac~or in the course of the agreeaent. 

Articl~ 6: ATTESTATIONS 

At the request of the principal contractor, the sub-contractor shall, 
during the period of validity of the present agreement: 

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

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

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

7.1 Colmenceaent of work 

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

When it bas not been possible to give the order for c<>tm11enceaent of the 
work by the date envisaged in the Special Conditions, the parties shall 
agree thereon without prejudice to their rights. 

7.2 Tille-limits 

All the time-limits mentioned in t:he present General Conditions other than 
the time-limit foe c0111pletion referred to below, shall be expressed in 
calendar days. 

.· . 
7.2.l When the time-limit for completion is fixed in calendar days, weeks, 

111ont.hs or years or on a specific final date, all days without excep­
tion shall be considered in calculating the time-li.ait. 

7.2.2 When the time-limit for completion of the work i~ 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. 

7.3 Work schedule 

I II 11 Ill 1111111111 

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 madP. to this work 
schedule by the principal that influence the execution of the work 
~uh-contracted. 

7.3.2 The Special Conditions may provide that a detailed work schedule b« 
applicable to the work sub-contracted. In that event, the work 
schedule shall be established and, if appropriate, altered br mutual 
agreement betw~en the parties. 

111 1111 Ill 111111 111 II I Ill II 1111 I I I 11 11 111 II I 1111 I 11 1111 1111 I I I 111 I I I 1111111 I 11111 1111111111 111111 I I 11111 I I I 



- 28 -

7.3.3 Disruption of the sub-contractor's work schedule owing to alteratian 
of the general work schedule shall give rise to compe~sation. 

Article 8: PENALTIES FOR FAILURE TO COMPLY WITII TIME-LIKITS AND THE 
WORK SCHEDULE 

8.1 The 8llOUllt of penalties for exceeding the contractual ti•e-li•it 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 th~ 
prin~ipal cootractor on the sub-contractor. 

8.2 The aaount of penalties for failure on the part of the sub-contractor to 
eo11ply with the decailed 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 bas failed to coaply with. 
The penalties shall fall due aft.er service of written notice by t. ... e prin­
cipal contractor on the sub-contractor. 

8.3 The penalties sbal1 be deducted in llaking the corresponding payaents for 
work done. However, when the sub-contractor 11akes arre!lrs good without 
causing a tille-lag or additional expenditure in the work of the other 
enterprises on the site, the aaount of the penalty shall be reimbursed on 
the occasion of the next. subsequent payment. In the opposite case. the 
a110unt shall be added to that of the penalties for exceeding the contrac­
tual tiae-liait. 

Article 10: 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 alt~rations 
shall be the subject of an endorsement accepted by the parties. In parti­
cular, this refers to alcerations 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. 

Th~ 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 agreeaent greater that the limits fixed in article 10.2 ~f 
the Special Condit.ions, a general revision of the price conditions of the 
agreeaent shall be negotiated between the principal contractor and the 
sub-contractor. 

Article 11: PRICES UNDER TIIE AGREEMENT 

Except in the ca~e of sub-contracting agreements of a low amount or li•ited 
duration, payments shall be made in instalments, with pay111ent of a final balance 
in accordance with the tiaing stipulated in the Special Conditions. 

When payment is to be made ;_n weekly or monthly instalments. suc:h instal­
ments shall be paid only in respect of the work carried out br the end o! such 
periods. When the price is payable in tranches, payment. sha 11 fa 11 due from the 
time at which the value of the work carried out reaches the amount or each 
tranche. When the payment must be made accordir.g to the completion of stages of 
the work. for ex.ample, when foundations have been laid, when r.hl: roof is com­
pleted, and on final accepuncE", the corresponding p~yn1ents shall fall due from 
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the llOllent at which the work co.prised in the stage in question has been com­
pleted. 

In all cireu11stances. the instal.Jlents indicated above aay be set off only 
against the total amount under th~ agreement, which shall be determined at: the 
ti.lie of drawing up the final acccunt:s. 

Article 12: VAT 

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

The parties must. infoni the.selves in good time of the rates of VAT appli-
cable, the operations that: attract: the tax, and the t:i.e-liait:s within which and 
the party by whoa the tax llUSt be paid. 

When VAT is pa)-able by the sub-contractor. the price fixed in article 11 of 
the Special Conditions shall be increased by the aaount: 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 •erely as an indication .. 

Article 13: PAYMENT ARRANGEMENTS 

13.2 The payment: periods shall be fixed in the Special Conditions. 

Article 14: CURRENCY OF ACCOUNT AND CURRENCY OF PAYMENT 

14.1 Both in the case of insta!Jlent:s and of the final balance due, statemenu 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 t:o his sub-contractor shall be made in 
the currency of payment used by the princ1pal. 

14.2 However, if the sub-contractor demands payment for his services in a 
currency different from the currency uf 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 pa)'llents shall be llade at the place fixed in the Special Conditions. 

Article 15: PRICE VARIATIONS 

15.1 The Special Conditions or the accepted prov1s1ons of the invitations to 
tender, the tender or the order, when these documents ar~ part of the 
agreement, shall specify whether there sh'll be any variation in prices and 
the relevant arrangements for any such variation. 

Article 16: ADVANCES 

16.3 When advances are paid by the principal contractor to the sub-contractor, 
such a11ounts shall be recovered either by deduction from the subsequent 
instalment or by percentage deduction from all the instal•ents paid in 
execution of the agree.enc. or according to the arrangements provided in the 
Special Conditions. 

16.li Unless article 16.4 of the Special Conditions provides otht>ndst•. advances 
shall not be subject to revision. In this case they shall he dr.ducted from 
the instal11ents before the revision formula is appliec1 tt> the la1 ter. 
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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 Condit.ions, aft.er due service 
of notice. 

16.6 The Special Condit;.ons aay stipulate a guarantee, at the expense of the 
sub-contract.or, to ensure the re:Ulbursellellt. of advances. 

Article 17: INTEREST ON ARREARS OF PAYKEllT 

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

The stipulation of interest. on arrears of payaent. 11e11tioned in the Special 
Conditions shall not constitute an obstacle to the right. of the sub-contract.or 
to additional coepensat.ion covering the loss actually suffered, provided, 
however, that the national legislation applicable to the agreeaent. does not 
forbid this. 

Article 18: PRO RATA ACCOUNT 

18.2 ""°':.D there is provision for a pro ratawaccount. intended to finance expendi­
ture on comaon services chargeable to all the enterprises on the site. a 
monthly statet1ent. thereof shall be ke~t and a copy of t:hac st.ate•ent shall 
be transaitted to the sub-contractor. The pro rata accowtt. shall be 
submitted for approval to a commit.tee appointed pursuant to the Special 
Condit.ions. 

This pro rata accowtt. shall cover the foll'>Wing it.eas of expenditure, in 
addition to those stipulated in the Special Condit.ions: 

Consumption of water, power and lighting-necessary for the ~ork; 
The: provision, asseably, diSllantling and •intenance of fences and security 
barriers; 
Guarding, regular sweeping and cleaning of the site; 
Teaporary cha-.ges for road use; 
The utilization and maintenance of lifting gear and access to the site; 
Costs for the installation, reaoval, rent.al and operation of telephones. 

18.4 Unless article 18.4 of the Special Conditions provides otherwise, the pro 
~ account shall be managed by the principal contract.or. 

Article 21: LABOUR MATTERS 

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

If, aft.er service of notice, the sub-contractor has not dul)' regulated 
aatters, the principal contractor .ay take all appropriate aut<>11atic measures, 
including those stipulated in article 29 of the General Condit.ions. to compel 
the sub-contractor to c<>11ply with collective agreeaents 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 sh.all guarantee the principal contractor 
against any proceedings against hi• arising out of an ~nfringea1ent. of the abo\'f' 
provi~ions. 
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Article 22: INSURANCE 

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

22.2 The Special Conditions shall 11e11tioo as appropriate any other types of 
insurance required by the principal contractor. 

22.3 The sub-contractor 11USt 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 froa the obligat'·~s incumbent on them 
by reason of the contractual provisions agreed between chea 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 P.ach liable for any 
criainal or quasi-crillinal fauit and shall bold 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 agreem~nt, 
the principal contractor or the sub-contractor obtains knowledge of manufactur­
ing processes, operations, utilization procedures, etc., be may not appropriate 
thea to hillself, use thea for his own profit or c~icate thee to third 
parties. 

Article 25: MUTUAL INFORKATION OBLIGATION 

The parties ~::iertake to infom each other 1-ediately of any difficulty 
arising in the course of execution of the work that would be of such a nature as 
to disrupt punctual and harmonious perforaance. 

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 cOt1es to their knowledge and on which the execution of the work under the 
principal contract and the sub-contracting agree8ellt depends. 

The principal contractor aust also infom his sub-contractor of all pay­
ments received frOll 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 agreea1ent, but 
without prejudice to 110re advantageous provisions of the principal contract, 
which shall also be applied to the present agreement. 

ThP. principal contractor shall communicate to the sub-contractor the 
provif'ions of the principal contract related to such circumstances. 

However, the sub-contractor aay not clai• application of such mor~ favour­
able provisions if the principal contractor has not been able to benefit by 
them. The principal contractor must initiate all action vis-i-vis the princip~l 
for this purpose. 
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Article 27: ACCEPTANCE OF TIIE WORK SUB-CO:n'RACTEI? 

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

Acceptance aust be requested in a letter fro11 tlle sub-contractor to the 
principal contractor or his agenti 
Within 15 days of the request., the principal contract.or or bis agent llUSt 
inspect the work. and a written report shall be drawn up thereon. In 15 
days from drawing up the writ.ten report, the. principal contractor aust. 
indicate to the sub-contract.or 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 tiae-liaiU, the work 
shall be considered as accept.edi 
In all cases and failing any contrary stipulation in the notification, 
acceptance shall take effect retroactively to the day of coapletion of the 
work indicated by the sub-contractor in his request. 

27.2 Acceptance by their principal contract.or shall have the following effects: 

The transfer of risks; 
Coverage in respect of apparent defect.Si 
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 defect.Si 
The c0111111encement of the guarantee period:-

Article 28: LIABILITY FOR IATEMT DEFECTS 

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

During that period, the sub-contractor aust carry out all t11e repairs made 
necessary by a latent defect., even of a ainor nature, llith regard to which 
he is at fault. Unless the sub-contr2.ct.or carries out the repairs, the 
principal contractor may, aft.er 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 

29.1 EY.cept 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 nor.ice, to one of the following •easures: 

29. 1.1 Canc~llation of the agreement: 

When cancellation takes place for the benefit of the princ:ip.ll 
contractor, the guarantor must fulfil his co111111itnient. 14ithout 
prejudice to compensation due from the sub-contractor: 

1 
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The sub-contractor aust, 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 
che factory or in store and essential for the continuation of the 
work; 

The conclusion of an agr~-emcnt with a third party for the account 
and at the expense of the sub-contractor at faul_t. 

29.2 Independently of the interest on arrears aentioned 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 bis worlt. If 
service of notice bas bad 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 autOllatic aeasures. In all cases, an inventory of 
the work shall be drawn up jointly. 

Article 30: C. .. NCELLATION OF THE CONTRACT 

30.1 The principal contractor aay cancel the present agreeaent when the princi­
pal contract is itself cancelled without any fault on his part. In this 
case, che sub-contractor shall be entitled to payment for the work done and 
shall receive ce>11pensation up to the 8llOUl1t of the loss that he bas in­
curred; such coapensation shall be due from the principal. 

30.2 

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

30.2.1 

30.2.2 

When the agreement is concluded._with a physical person, the 
decease of the latter - whether of the principal contractor or the 
sub-contractor - shall entitle the othe= contracting party to opt 
between the dissolution and continuation of the agreement. Such 
other contracting party aust exercise the option within a short 
period after the decease. 

In such cases, no ce>11pensation shall be due from either party. 

Unless the Special Conditions provide otherwise, thi~ saae optio" 
shall not be open to the principal contractor or the sub-contra~­
tor, as the case •ay be, when the other contracting party is a 
legal person who ceases independent operations, for example, by 
merger with or absorption by a third party. 

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 agree11ent without the prior 
authorization of the principal contractor in writing. 

Article 32: SETTLEHENT OF DISPUTES 

Article 33: LAW APPLICABLE 

Unless the Special Conditions provide otherwise, the law applicable to th~ 
sub-contuct ing agreement s11all be the law of the countr>· in which the lo'Ork of 
the principal conti-act is executed. 




