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In The Name of God 

This document is an English version of the set of "agreement, appendices, general conditions 

and special conditions for EPC contracts for industrial works", issued by reference letter No. 

105/18929-54/7105 dated February 3, 2002.  

The subject document may be used in the contracts as a guideline together with the Farsi text, 

but the Farsi text shall always be the prevailing document.  

EPCفقتنامه، پیوست ها، شرایط عمومی و شرایط خصوصی پیمان های           امو" انگلیسی مجموعه    متناین سند   

. است14/11/1380 در تاریخ 18929/105-7105/54شده با شماره صادر ، "برای کارهای صنعتی

سند، می تواند، در صورت نیاز، به عنوان راهنما همراه با متن فارسی آن در قراردادها مورد استفاده قـراراین  

.گیرد ولی همواره متن فارسی ملاک عمل خواهد بود

معاون امور فنی

1383بهار 
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AGREEMENT 
This agreement is made on ….….., between……………………………., residing at 

…….…………………………………………………………………………., which in 

this contract is called the employer, on the one part, and .……………..……….., 

registered under No.……… in the State Administration Registrar of Companies and 

Industrial Ownership of Iran and under No.……….., in the city of …….…… , country of 

…………. and in this contract called the contractor residing at …… …….……………., 

……………………………………………………… on the other part, in accordance with 

regulations and provisions stipulated in the documents of this contract. 

Words and expressions in this agreement have the same meanings, which are assigned to 

them in the general and special conditions of the contract. 

Article 1. Subject of the Contract 

Subject of the contract contains the performance of engineering services, supply 

of the materials and equipment and performing the construction and 

commissioning works and other services as described in appendix 10, for 

construction of ……...……………………………………………………………... 

located at …………..…………....……………………………………………….. 

Terms and conditions for transfer of the contractor’s right of using the licence by 

the employer, in relevant and necessary cases, are set forth in appendix 16.  

Article 2. Contract Documents 

The following documents form the whole contract between the employer and the 

contractor and each one is valid as a part of the contract:  

- Agreement  

- Appendices  

- General conditions 

- Special conditions 

- Other documents, which are prepared in accordance with provisions of the 

contract, during performance of the works, and are approved by the parties 

of the contract. 
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Article 3. Contract Price 

3.1. The contract price consists of the following amounts of IR Rial and foreign 

currency:  

- IR Rial amount: ……………………………………………… 

- Foreign currency amount: ………………………………..… 

The employer shall pay to the contractor, the contract price, against fulfilment of 

his obligations. 

The contract price breakdown is in accordance with appendix 1.  

3.2. The contract price is a lump sum amount, except in the following cases:  

3.2.1. Variations of the Works, Subject of Article 49 of the General Conditions  

The cost of the variations of the works is calculated in accordance with the 

price list set forth in appendix 3, and the variations measurements.  

3.2.2. Works Based on Unit Price  

In case a portion of the contract price is in the form of unit price items, the 

contract price for this portion of the works is an initial price and the final 

price shall be calculated on the basis of measurement of the works 

performed in accordance with the contract and the unit price list of the 

works (appendix 2). 

3.2.3. Adjustment 

In case, all or a portion of the contract price is subject to adjustment in 

accordance with the special conditions of the contract.     

3.2.4. The amount(s) as specified herein below are considered as the provisional 

sum (subject of article 54 of the general conditions) for supply of the 

materials and equipment and performance of services as specified in 

appendix 17. 

- IR Rial amount: 

- Foreign currency amount:  
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3.3. The contract price includes the supply of spare parts for pre-commissioning and 

……years operation period by the contractor, as specified in appendix 11.  

Article 4. Terms of Payment  

4.1. Payment to the contractor is made in accordance with appendix 5.  

4.2. In case a foreign currency credit is to be opened, the procedure for opening the 

credit and respective forms shall be in accordance with appendix 7.  

Article 5. Effective Date, Commencement of the Works and the Contract Period  

5.1. Effective date of the contract starts just after signing and exchanging of the 

contract, submission of performance guarantee, and fulfilment of the following 

conditions:  

……………………….. 

………………………..  

In case, the specified conditions are not fulfilled within 90 days after signing and 

exchanging of the contract and submission of performance guarantee, the parties 

may agree on an effective date for the contract.  

In case, the contractor does not agree with the employer on effective date of the 

contract, the guarantees submitted by the contractor are returned to him and his 

account shall be settled.  

5.2. Commencement Date of the Works  

The employer, within 30 days after effective date of the contract, will notify the 

contractor of the commencement of the works; otherwise the contractor 

commences the works after expiration of 30 days deadline. 

5.3. The Contract Period  

Period for completion of the works and provisional acceptance is……days from 

the commencement date of the works.  

The details of milestones are specified in appendix 14. Variations of the period of 

performance of the works are in accordance with article 64 of the general 

conditions. 
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5.4. Liquidated Damages for Delays in Timely Completion of the Works  

In case the contractor delays in completion of the works or main items as a result 

of his default (Article 66 of the general conditions), the liquidated damages 

equivalent to the amount specified in the special conditions will be charged to the 

contractor for each day of delay in timely completion of the works. The total 

amount related to these delays, shall not exceed …….. percent of the contract 

price.  

5.5. Early Completion of the Works 

Should the contractor complete the works, subject of the contract, before the 

expiration of the period set for completion of the works, the amount specified in 

the special conditions shall be paid to the contractor as the bonus for early 

completion of the works for each day of early completion of the works. 

Article 6. Maximum Liability 

The maximum financial liability of the contractor against the employer in this 

contract (subject of article 74 of the general conditions) is equivalent to ……..  

percent of the contract price.  

Article 7. Employer’s Consultant  

The employer’s consultant concerning article 50 of the general conditions 

is……… ……………………………………………………………., residing at 

……………………………………………………………………………… 

Scope of authorities of the employer’s consultant is described in appendix 8.   

 

Employer’s Representative    Contractor’s Representative(s) 

Name       Name  

Position      Position  

Signature      Signature  

       Seal  
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Appendices  

 

1. Appendix One: Breakdown of the contract price for different portions of the 

works  
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2.2. Price list for resources (manpower and machinery)  
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9. Appendix Nine: Commissioning and Performance tests 

9.1. Responsibilities and duties of the contractor and the employer  
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levels, obligations of the contractor and authorities of the employer  

 

10. Appendix Ten: Description of the works undertaken by the contractor  
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10.2 Portions of technical, execution services, materials and equipment to be 

supplied from within the country 

 

11. Appendix Eleven: General list of spare parts and consumables for the 

commissioning period and …. years of operation period 
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12.1.  Transfer of technology  

12.2. Training of the employer’s personnel 
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the employer, up to pre-commissioning stage  
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13.2 

14. Appendix Fourteen: Master time schedule for performing the works  
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16.  Appendix Sixteen: Licence and terms of licence transfer  
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18.1. Basic technical documents

18.1.1. Codes and standards 

18.1.2. Design criteria 

18.1.3. Technical specifications 
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19. Appendix Nineteen: Loading and unloading zones, transportation of the materials

and equipment, evaluation method of consignments, and particulars of packing

20. Appendix Twenty: Works flow chart
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DEFINITIONS AND INTERPRETATIONS 

Article 1. Definitions 

The following words and/or expressions, in the general conditions or other 

contract documents, have the conceptual meanings as stated herein. Such 

meanings may be interpreted as singular and/ or plural, as the case may be. 

1.1. “contract” means the agreement between the employer and the contractor, for 

execution of the subject of the contract and the “contract documents” as specified 

in article 2 of the agreement. 

1.2. “agreement” means the document exchanged between the employer and the 

contractor, based on main concept of the contract such as the parties particulars, 

subject, price and period of the contract, are set forth therein. 

1.3. “general conditions” means the contents of this text, which defines the general 

conditions, governing the contract. 

1.4. “special conditions” means specific conditions prepared for this specific contract, 

as a supplement to the general conditions. The articles listed in the special 

conditions may never contravene the articles of the general conditions. 

1.5. “appendix” means the supplementary set of specifications and documents, 

prepared exclusively for this contract, as a supplement to the articles of the 

contract. 

1.6. “employer” is the legal entity being the counterpart of the contractor, the works of 

the contract are performed for him. The employer’s representatives and legal 

successors are considered as the employer. 

1.7. “contractor” is the legal entity, being the counterpart of the employer who has 

undertaken the performance of the works of the contract; the “contractor’s” 

representatives and legal successors are considered as the “contractor”. 

1.8. “employer’s consultant” is the legal entity, being appointed as the employer’s 

technical agent for performance of technical services related to the works of the 

contract, as described in article 50 and as introduced in article 7 of the agreement. 
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1.9. “technical inspector” is the real person or legal entity, being appointed by the 

employer for the purpose of supervision on quality control activities of the works 

performed by the contractor, and performs his duties under the supervision of the 

employer’s consultant. 

1.10. “design engineer” is the real person or legal entity, being responsible to perform 

all or portions of the engineering design services of the works of the contract on 

behalf of  the contractor. The “design engineer” may be within the organisation 

chart of the contractor and/ or a third party having a contract with, who shall 

commence the works, after the employer’s approval in either case. 

1.11. “vendor” is a producer, manufacturer, supplier,  distributor, or vending agent, who 

shall supply some items of the materials and equipment required for performance 

of the works, through signing a contract with the contractor. Producers, 

manufacturers, suppliers or distributors of items of the materials and equipment 

required by the vendors are also nominated as the “vendor”. 

1.12. “subcontractor” is the real person or legal entity, being appointed by the 

contractor by concluding a contract, in order to perform a portion or portions of 

civil and erection works and related technical services at the “site”. 

1.13 “licence” is the technical know how of portions of the works exclusively 

registered in the name of the “licensee”. 

1.14. “licensee” is the real person or legal entity, who is the exclusive technical owner 

of a portion or portions of the works subject of the contract, and according to sub-

article 25.1 and appendix 16, provides the technology and technical know how of 

all or a portion of the works. 

1.15. “works” mean the set of design, engineering and supply services, consumption 

and use of the materials and equipment, the civil and erection works and the 

commissioning to be completed and delivered in accordance with the contract 

documents. 

1.16. “site” means lands or other areas, handed over to the contractor by the employer 

for the purpose of performance of the works of the contract and/ or warehouses 

and related access roads. 
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1.17. “project” means a complete operational set of the works consisting of all or parts 

of the subject of the contract. 

1.18. “contract price” means the amount, stated in article 3 of the agreement, and may 

vary on the basis of article 56. 

1.19. “provisional sum” means the amount stated in sub-article 4.2.3 of the agreement, 

and its payment is subject to the employer’s instruction for execution of the works 

and services or purchase of the materials and equipment by the contractor on the 

basis of article 54. 

1.20. “contract period” means the period, stated in sub-article 5.3 of the agreement and 

its subsequent variations according to article 64, for the purpose of completion 

and provisional acceptance of the works, on the basis of article 60. 

1.21. “contract effectiveness” means the commencement of the parties obligations. 

1.22. “notice of commencement of the works” is the employer’s instruction to the 

contractor for commencement of the works, in accordance with sub-article 5.2 of 

the agreement. 

1.23. “guarantee period” means the period specified in article 61, during which the 

contractor is responsible to rectify any defects and deficiencies of the works 

undertaken by him. 

1.24. “defect rectification certificate” means the certificate issued stating rectification of 

deficiencies in the works, considering sub-article 60.2 at the time of provisional 

acceptance. 

1.25. “basic technical documents” mean the set of technical documents, standards, 

codes, regulations, technical specifications, drawings, and other documents as 

specified in appendix 18, and the works subject of the contract shall be executed 

by the contractor in accordance with such document. 

1.26. “submittals” mean any drawings, specifications and documents prepared by the 

contractor including progress reports, shop drawings, periodical planning  ……. 

submitted to the employer during the contract period. 
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1.27. “change order” means the document containing increase, decrease or variations of 

the works, and consequently the variations of the contract period and the contract 

price are stated therein, and is signed by the employer and the contractor. 

1.28. “materials and equipment” mean commodities, goods, apparatus, tools, items and 

in general whatever consumed for the works and remained there. 

1.29. “construction machinery” mean all apparatus and machinery, which are required 

for performance and completion of the civil and erection works, but does not 

include the equipment to be remained at work. 

1.30. “civil and erection works” mean civil and structural, mechanical, piping, 

electrical, instrumentation, painting, insulation and other relevant supplementary 

works performed at the site, in order to construct the works subject of the contract 

up to precommissioning stage. 

1.31. “precommissioning” mean all the operations after completion of the civil and 

erection works, including performance of tests, inspections and any other 

complementary works, in such a manner that the subject of the contract is ready 

for operation. 

1.32. “mechanical completion” means the completion of the civil and erection and 

precommissioning works, in such a manner that the works are ready for operation. 

1.33. “commissioning” means performance of the works, required for the subject 

contract to become operational after mechanical completion, in accordance with 

article 59. 

1.34. “performance tests” means the set of tests and inspections to be performed, after 

the commissioning stage on the basis of article 59, for the purpose of fulfilment of 

that the guaranteed performance conditions and reaching the levels of 

consumption in accordance with appendix 9. 

1.35. “technical reference” means the real person or legal entity well-known and of 

good reputation in a special professional background, which in case of technical 

disputes and/ or different interpretations of the technical documents, the employer 

or the employer’s consultant and the contractor seek his opinion, and such opinion 

is binding for the parties. 
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Article 2. Interpretations 

2.1. Day, month and year: day means the calendar day, month and year mean the solar 

month and year, according to the official calendar of the country. 

2.2. Singular and Plural: wherever the meaning of a phrase may necessitate, the 

singular words stand for plural, and the plural words stand for singular. 

2.3. Headings: headings contained in the general conditions are solely for the purpose 

of guidance and information in respect of the contents of the articles, being jointly 

specified under relevant headings and may not be used for interpretations of the 

articles content. 



General Conditions for EPC Contracts  

3-6 

INITIAL MEASURES 

Article3. Initial Measures after Concluding the Contract  

3.1. Submission of Guarantee 

After signing and exchanging of the contract, the contractor shall obtain the 

guarantees subject of articles 11 and 13, and submit them to the employer. 

3.2 Commencement of the Works 

After receiving the notice of commencement of the works issued by the employer, 

within the period specified therein, and in case such notice was not received, the 

contractor shall commence the works thirty days after the effective date of the 

contract.  

Within fifteen days after commencement date of the works, the contractor shall 

submit the following documents to the employer for his review. After receiving 

such documents, the employer sets forth his intended modifications for discussion, 

in a meeting in presence of the contractor and the employer’s consultant, and after 

final summing up of the items and preparation of relevant minutes of meetings, 

the contractor shall incorporate the approved modifications and variations, prior to 

request for payment of the first statement, and shall submit to the employer for 

final approval.    

3.2.1. Time schedule for performance of the main activities of each portion of the 

works (engineering, supply of the materials and equipment, the civil and 

erection works), on the basis of master time schedule for performance of 

the works, stated in appendix 14. 

3.2.2. Time schedule for delivery of the contractor’s submittals.  

3.2.3. Weight percentage break down of the works, as the basis for payment of 

provisional statements, in conformity with the appendices to the contract.  

3.2.4. Detailed time schedule for payments and cash flow, in conformity with the 

appendices to the contract.  

3.2.5. The employer’s organisation chart, in which, the key personnel of various 

portions of the works and their relations shall be specified. 
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3.3. Preparation and Submission of Insurance Policies 

Prior to practical commencement of the works, each party, considering articles 15, 

16, 17 and appendices to the contract, shall obtain insurance policies from 

insurance companies, and shall submit to the other party. 

3.4 Initial Coordination 

In order to clarify the outstanding technical ambiguities and reaching a mutual 

understanding by the parties on performance of provisions of the contract, within 

twenty days after commencement of the works, during a meeting (meetings) in 

presence of the employer, the contractor and the employer’s consultant, decisions 

are made in the following cases, in order to be put into practice as criteria during 

the contract performance:  

3.4.1. Clarification of probable ambiguities and submission of basic 

supplementary information, including:  

- Clarification of probable ambiguities in design criteria documents.  

- Delivery of the outstanding basic information and design criteria by the 

employer and the employer’s consultant for performance of the design 

works (by the contractor).  

3.4.2. Works Flow Chart  

In case, the works flow chart and inter-relations (appendix 20) are not 

enclosed at the time of concluding the contract, the works flow charts, 

including those specified herein below are attached to the contract, as 

appendix 20, during the initial coordination meeting.  

- Flow chart of correspondences between the employer-the contractor-the 

employer’s consultant and other authorities involved in performance of 

the contract if necessary.  

- Flow chart for notification of change orders on the part of the employer 

and actions to follow. 

- Flow chart for preparation, delivery, approval and payment of the 

contractor’s statements. 
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- Flow chart for submission, review and approval of drawings, and the 

contract technical documents. 
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CONTRACT DOCUMENTS 

Article 4. Objective of the Contract Documents  

The objective of the contract document is to describe the completed works of the 

contract that are to be designed and performed in accordance with the contract 

documents.  

Achieving any works and supply of any kinds of materials and equipment, which 

by presumption from the contract documents and/ or in accordance with trade and 

technical practices are necessary for performance of the works of the contract, are 

undertaken by the contractor.  

Article 5. Priority of the Documents  

In case contradictions, differences and/ or errors appear in the contents and 

provisions of the contract documents, they shall be rectified by drawing logical 

conclusion from the contents of relevant documents. However, the agreement and 

the general conditions take precedence over other contract documents.  

Article 6. Standards, Codes and References  

The standards, codes and references required for performance of the works as 

anticipated in the contract shall be the latest revision at the time of concluding the 

contract, unless otherwise stipulated in the contract.  

In case not specifically mentioned in the contract, the latest editions of 

internationally valid standards and codes, approved by the employer’s consultant, 

shall also be used in coordination with other standards foreseen in the contract.  

Article 7. Engineering and Design Documents  

All engineering and design works of the contract shall be performed on the basis 

of the design criteria documents, attached to the contract, and by observing 

engineering practice.  

7.1 Design Stages and Responsibilities of the Parties  

Engineering and design services shall be performed on the basis of the “basic 

technical documents”, and considering the executed works, documents of which 
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are indicated in appendix 18. The contractor shall commence and complete the 

engineering and design works of the contract considering the scope of engineering 

services specified in appendix 10.  

The contractor is responsible for any deficiencies and/ or defects in the drawings 

and technical documents within his scope of services, even if approved by the 

employer or by the employer’s consultant, unless such deficiencies or defects are 

due to the information specified in the “basic technical documents” that are 

beyond the obligations of the contractor. 

7.2. Submission of the Engineering and Design Documents for Approval, 

Confirmation and/ or Information of the Employer  

The contractor shall submit the documents subject of item 18.2.1 of appendix 18 

in sufficient number of copies, for the employer’s approval or information as the 

case may be. Execution of the works related to the drawings and documents that 

require the employer’s approval shall only be allowed after obtaining such 

approval.  

Note: In case, in accordance with item 18.2.1 of appendix 18, final approval of 

portions of the engineering design works are assigned to licensees and/ or 

other engineering companies, as parties of the contract with the employer, 

the contractor shall send the documents and obtain their approval. 

Approval of the documents by such authorities is deemed to be as the 

employer’s approval.  

7.3. Order of Approving Documents to Be Approved by the Employer 

The employer, within fourteen days from the date of receiving the documents and 

drawings sent by the contractor, shall follow one of the two following options for 

such approvals: 

7.3.1. He shall notify the contractor of approval of the submitted documents and 

drawings, and return a signed copy.  

7.3.2. He shall notify the contractor of disapproval of the documents and 

drawings, and the reasons (deviations from the provisions of the contract 

and/ or common practice of design-engineering), and of his proposed 

modifications clearly, and for each portion of the documents at once. 
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The contractor shall incorporate the modifications required by the 

employer on the drawings and documents and resubmit them as set forth 

for final approval by the employer. In case the contractor, due to any 

reason, does not accept the employer’s modifications; necessary 

negotiations shall take place between the parties in order to settle the 

subject and make possible the continuation of the works without stoppage 

in progress of the works.  

In case the parties do not reach an agreement on this issue, the subject 

shall be referred to the technical referee, as specified in the special 

conditions. During this period, the contractor shall perform the works, in 

accordance with the employer’s instructions. After issuance of the 

technical referee’s determination, in case of nonconformity with the 

employer’s instructions, the additional costs borne by the contractor in 

relation with the works referred to the technical referee shall be paid to the 

contractor.  

Approval of the documents by the employer does not diminish the 

contractual obligations and responsibilities of the contractor, except for the 

items referred to the technical referee, which are performed in accordance 

with the referee’s determination being in contradiction with the 

contractor’s opinion.  

7.3.3. In case the employer does not issue his comments regarding the submitted 

documents and drawings within fourteen days, (altogether and at one time 

for each portion of the documents), the submitted drawings and documents 

are deemed as approved.  

Article 8. Communications 

Any notices, comments, agreements, and alike are valid only if they are issued in 

writing. Receipt by secretariat of the parties and/ or receipt of postal delivery is 

deemed as delivery of correspondence. 
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Article 9. Ownership of the Documents and their Further Use, Registration Rights 

9.1. Documents (including drawings and technical specifications) prepared by the 

contractor, shall remain in his possession. The employer may, for the purpose of 

operation, repair, maintenance and any future use, have in his possession, copies 

of such documents. In case the employer intends to use the subject drawings and 

documents for future extension and similar projects, the responsibility for any 

non-conformity, lack of coordination and any error shall be borne by the 

employer.  

The employer is the owner of the drawings and the documents prepared by him, 

and the contractor shall not be authorised to use such documents and drawings for 

any works outside the subject contract, without the employer’s consent unless  

agreed by the employer.  

In respect of the right of ownership and further use of the documents in relation 

with purchase of licence, the licence agreement terms shall be taken into 

consideration regardless of whether purchase of the licence is undertaken by the 

employer or by the contractor. 

9.2. In case where using invention, innovation, compilation and other registered rights 

in various areas of design and engineering, selection of process, apparatus and 

equipment are required for performance of the works of the contract, and based on 

the employer’s information, their use is subject to payment of the registered rights, 

under the titles of loyalty, patent, trade mark, copyright,  and alike, they are 

determined in the basic technical documents and appendix 16, and the contractor 

shall obtain such permits to use the rights and shall pay the respective costs unless 

otherwise such cases are undertaken by the employer in accordance with appendix 

16.  

 In case of use of registered rights required for performance of the works not 

considered in the basic technical documents and appendix 16, and not considered 

separately in the prices offered by the contractor, the relevant costs shall be paid 

by the employer to the contractor.    

9.3. The contractor shall hold the employer harmless from and against any claims, 

complaints, appeals for losses and damages by the owners of registered rights 
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used in the works subject of the contract (even if such registered rights are not 

specified in the contract documents), and the responsibility to  compensate for any 

losses and damages to the owners of registered rights, in relation with the works 

subject of the contract, shall be borne by the contractor.  

Article 10. Governing Language  

The governing language for various portions of the contract documents signed by 

the parties at the time of concluding the contract is the language or the languages, 

which the aforesaid documents are prepared in. Language used in the documents 

prepared by the employer and the contractor and exchanged during the works 

performance, are specified in the special conditions. In case the contractual texts 

are prepared in two languages, Farsi text shall govern. 
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GUARANTEES AND INSURANCE POLICIES 

Article 11. Advance Payment Guarantee  

Concurrent with the request for advance payment, subject of sub-article 53.2, the 

contractor shall obtain and submit to the employer a guarantee for the same 

amount, in the form set forth in appendix 7, from banks or insurance institutes 

approved by the employer. The amount of guarantee will be reduced proportionate 

to the deducted amount of advance payment. 

Article 12. Guarantee for Reimbursement of Good Performance Retentions  

The contractor, during performance of the contract, may receive from the 

employer all or a portion of amounts being retained as “good performance 

retention, subject of sub-article 53.7.1”, against submission of a bank or insurance 

guarantee approved by the employer for the same amount and in the form 

specified in appendix 7. 

Article 13. Performance Guarantee 

13.1. After signing the contract, in order to guarantee the performance of the 

contractor’s obligations set forth in the contract documents, the contractor shall 

obtain a guarantee for the amount specified in the special conditions, which shall 

under no condition be less than five percent of the contract price, in the form 

specified in appendix 7, from banks or insurance institutions approved by the 

employer, and shall submit such guarantee to the employer. Such guarantee shall 

be valid up to one year after the provisional acceptance or up to the period 

foreseen in the special conditions.  

Article 14. Releasing the Guarantees  

14.1. Advance payment guarantee, after its amortisation, in the order set forth in article 

11 shall be released and returned to the contractor.  

14.2. Fifty percent of the amount of good performance retention and/ or guarantees 

submitted for reimbursement of good performance retentions subject of article 12 

shall be returned after the provisional acceptance and assessment of the final 
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statement and considering sub-article 57.2, and the other fifty percent shall be 

returned after the final acceptance.  

14.3. In case no other method to release the performance guarantee is foreseen in the 

special conditions, it shall be released after the provisional acceptance, subject of 

article 60 and assessment of the final statement and considering sub-article 57.2. 

14.4. In case the contractor is dismissed in accordance with article 68, the provisions of 

sub-article 68.2.7 shall apply to the performance guarantee and the amounts of 

good performance retention.  

14.5. In case the contract is terminated in accordance with articles 67, 69 and 70, the 

following actions shall be taken: 

14.5.1. The amount of performance guarantee shall be released considering sub-

article 14.3. 

14.5.2. The amount of good performance retention and/ or its equivalent guarantee 

shall be released in accordance with sub-article 14.2, in proportion with 

the provisionally and finally accepted portions.  

Article 15. Different Types of Insurance Policies, and the Responsibility to Obtain  

15.1. The contractor shall obtain the required insurance policies to cover his general 

obligations in relation with the contract, and on the basis of appendix 6. He shall 

also maintain insurance polices during their validity period and subsequent 

extensions. The contractor, without limiting his own obligations and 

responsibilities as well as those of the employer, shall take action to obtain 

necessary insurance coverage. Coverage of these insurance policies includes the 

cases described herein below: 

15.1.1. Insurance for transportation of the materials and equipment, from 

manufacturing or purchased places to the site warehouses.  

15.1.2. All risk insurance for erection to cover any kind of damages to the 

materials and equipment located at the site warehouses or at the site of the 

civil and erection works for the period of the civil and erection works up to 

the date of provisional acceptance. 



General Conditions for EPC Contracts  
 

3-16 

15.1.3. Liability insurance to cover any kind of damages causing injury and/ or 

death of personnel of the contractor, the employer, sub-contractors, and 

other personnel encountered in an accident or an incident, in connection 

with the works subject of the contract, and also the third party liability 

insurance to cover the responsibility due to body injuries or deaths or 

losses and damages to properties as a result of performance of the contract. 

15.1.4. Insurance of construction machinery and other facilities and installations 

required for performance of the civil and erection works and also 

insurance of the contractor and his subcontractors’ vehicles, associated 

with the works subject of the contract.  

15.2. Insurance of the materials and equipment and the works is solely for the purpose 

of compensation of the damages, and shall never relieve the contractor of his 

obligations. 

15.3. The cost to obtain and maintain the insurance policies such as premium and 

deductible payments shall be borne by the contractor unless otherwise stated in the 

special conditions.  

15.4. In case the contractor does not obtain all or a portion of mentioned insurance 

policies within the assigned period and/ or does not extend the existing relevant 

insurance policies, the employer may directly take action to obtain and/ or extend 

the insurance policies and debit the relevant costs, including any overhead 

expenses to the contractor’s account. Should, as per the special conditions of the 

contract, the cost of obtaining insurance policies be undertaken by the employer, 

the employer’s overhead expenses for obtaining insurance policies only, shall be 

debited to the contractor’s account. In case, due to the contractor’s default, 

damaged works are not covered by such insurances, the contractor shall 

compensate for the damages, up to the level specified in article 74. 

Article 16. Coverage of Insurance Policies  

16.1. Except in the case of employees and construction machinery and installations 

belonging to the contractor, the name of the employer shall be stated as co-insured 

in the insurance policies, and shall be submitted to the employer, prior to 

commencement of any kind of works. Any variation to the coverage and/ or the 
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expiration of insurance policies’ validity is only allowed upon prior consent of the 

employer. In all insurance policies, the insurer, the subject of insurance and the 

beneficiaries shall be clearly stipulated.  

16.2. Coverage of insurance policies shall conform to the requirements stated in 

appendix 6 of the contract.  

16.3. The insurance policies for transportation shall be valid up to the time of arrival of 

the goods to the site warehouses, and other insurance policies shall be valid up to 

the time of provisional acceptance, unless otherwise mentioned in the special 

conditions.  

16.4. Probability of taking over of portions of the works prior to provisional acceptance 

of the whole of the works, on the basis of article 20, shall be stipulated in the text 

of the insurance policies.  

Article 17. Insurance Policies Undertaken by the Employer  

17.1. In case obtaining of some insurance policies, in accordance with item 6.2 of 

appendix 6 are undertaken by the employer, the employer shall take action with 

regard to obtaining them in accordance with the regulations foreseen here in this 

appendix. 

Article 18. Collecting Insurance Claims  

18.1. Unless otherwise mentioned in the special conditions, the procedure for collecting 

of the insurance claims is as following:  

18.1.1. The contractor shall prepare and arrange the required documents, in 

cooperation with the employer, for collecting the claims, and delivery to 

the insurer at the assigned time.  

18.1.2. Claims paid by the insurance company in case where the employer is co-

insured, shall be deposited to an account being opened by the employer for 

this purpose, so that he, as a trustworthy, spends the relevant amounts for 

the damaged works.  
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18.1.3. Damaged portions of the works, upon instruction by the employer, shall be 

repaired or replaced by the contractor and relevant costs shall be paid to 

the contractor from the collected insurance claims.  

18.2. Should the claims collected from the insurer be insufficient for compensation of 

the damages, and/ or some of the damaged portions of the works, and/or not be 

covered by the insurance for any reason, the responsibility to pay the required 

extra cost, considering articles 71 and 72 shall be undertaken by the employer or 

the contractor as the case may be.  

Article 19. Waiving Claims for Additional Insurance Compensations 

The employer, the contractor and subcontractors and …. with their properties and 

assets covered by the mentioned insurances, deprive themselves from the right for 

any claim exceeding whatever paid by the insurance policies. 

Article 20. Insurance Policies, in Case of Partial Handover of the Works to the 

Employer  

In case, the employer intends to take over a portion of the works in accordance 

with sub-article 60.4, the contractor shall inform the insurer before delivery of 

such portion of the works and obtain the validity confirmation from the insurer 

under the new conditions.  

Article 21. Conformity of the Texts of Guarantees and Insurance Policies with the 

Conditions of the Contract  

Contents of all guarantees, insurance policies and scope of their coverage shall be 

in conformity with the contract documents and appendices 6 and 7. In case, the 

guarantees and insurance policies submitted by the contractor experience 

difficulties or deficiencies in conformity with the foreseen conditions of the 

contract, such instances shall be notified by the employer. In such case the 

contractor shall take action to rectify such deficiencies and/ or replace the 

guarantees and insurance policies with the new ones by referring to the issuing 

authorities within ten days. However, the contractor shall be responsible for 

accuracy of the contents of the obtained guarantees and insurance policies in 

accordance with the contract documents.  
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Article 22. Guarantees and Insurance Policies Issuing Authorities  

All required guarantees and insurance policies shall be obtained from the banks 

and insurance institutions approved by the employer and submitted to the 

employer. Should the issuing authority of the guarantee and insurance policy, be 

dissolved, bankrupt or unable to fulfil some of the financial obligations, the 

contractor shall substitute the guarantees and insurance policies acquired from 

other authorities approved by the employer, within thirty days, and submit the new 

guarantees to the employer.  

Article 23. Changes to the Insurance Policies Due to Variations of the Works  

In case, variations of the works cause fundamental variations of scope of the 

works, cost, period and other conditions of the contract, the contractor shall, on 

the basis of stipulated items, inform the issuing authorities of such insurance 

policies of the circumstances on the basis of stipulated items, in order to affect the 

required changes to the insurance policies if necessary. In case of any increase in 

the contract period, subject of sub-article 64.1, the relevant insurance policies 

shall be extended for the same period. 
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THE CONTRACTOR’S OBLIGATIONS AND RESPONSIBILITIES 

Article 24. General 

The contractor’s obligations within the framework of the contract include 

engineering services, supply of all materials and equipment and spare parts, 

performance of all works and technical services required for design, procurement, 

civil and erection works, commissioning, performance tests and completion of the 

works, based on drawings, technical specifications and documents, programs and 

procedures foreseen in item 18.1 of appendix 18.  

Such obligations are in accordance with appendix 10, and include the following 

items:  

- design and engineering works, and licensing in case, according to appendix 16, 

it was undertaken by the contractor.  

- supply, transportation and warehousing of the materials and equipment for the 

project.  

- mobilisation, provision of manpower, consumables, construction machinery, 

tools, any temporary installations and materials, all local transportation, water, 

electricity, steam  and … during the period of the civil and erection works. 

- performance of the civil and erection works.   

- the commissioning, performance tests, completion and handing over of the 

works to the employer in the order  set forth in appendix 9. 

- transfer of technology and training of the employer’s personnel . 

Partial supply of the materials and equipment, performance of the works and 

technical services undertaken by the employer in accordance with appendix13, are 

excluded from the obligations of the contractor. However in case where the 

contract is not clear that the provision of some services and performance of some 

engineering works and/ or supply of some items of the materials and equipment 

are undertaken by the contractor, as well as cases where reasonable conclusion 

from the contract reveals that such services and supplies are necessary to complete 
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the works and the commissioning, in accordance with the technical specifications, 

they are counted as the contractor’s obligations.  

Article 25. Performance of Design and Engineering Services, and Transfer of 

Licence 

25.1 In case, provision of the licence is undertaken by the contractor, he shall provide 

technical know how and transfer the relevant licence to the employer in 

accordance with appendix 16. The contractor shall collect and complete basic 

data, perform basic and detailed engineering based on basic technical documents, 

prepare documents and drawings and submit them to the employer in various 

stages for his approval and confirmation, in accordance with item 18.2.1 of 

appendix 18 and time schedule subject of sub-article 3.2.1. 

The contractor shall perform design and engineering, accurately and in accordance 

with engineering practice. Any error, contradiction and deficiency in technical 

documents prepared by the contractor whether approved by the employer or not, 

shall be the responsibility of the contractor, except instances of error and 

deficiency incurred due to the information submitted by the employer in basic 

technical documents and deficiencies and errors in sections of design preformed 

by the employer or by other contractors associated with the project under the 

supervision of the employer, where the responsibility shall be undertaken by the 

employer.  

25.2. The contractor shall submit, to the employer, instruction manuals for the 

commissioning and maintenance, not later than 90 days before start of the 

commissioning. Such instruction manuals shall be prepared in detail in such a way 

that the employer, by using these documents and instructions can perform the 

commissioning, operation, repair, maintenance and adjustment of all parts. 

Number of copies and language of instructions are in accordance with item 18.2.1 

of appendix 18.  

25.3. The contractor shall submit to the employer, not later than the date of provisional 

acceptance, all as built drawings of the project, in required number of copies as 

stated in item 18.2.1 of appendix 18. Should in the special conditions, another 

specific time is set forth for submission of as built drawings, it shall be acted 

accordingly. 
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Provisional acceptance of the works is subject to submission of as built drawings 

by the contractor, unless otherwise stated in the special conditions.  

Article 26. Direction and Supervision on the Works  

26.1. The contractor shall manage, control and supervise over the correct performance 

of the works by means of competent personnel. The contractor is responsible to 

exploit proper procedures and observe the works’ sequence in such a manner that 

the quality and progress of the works undertaken by him are satisfactory and in 

accordance with the terms and conditions of the contract. 

26.2. Within two weeks after commencement date, the contractor shall introduce to the 

employer a qualified person as his representative. The contractor’s representative 

acts as the contractor during the contract period; and correspondence, notices, 

communications, and work orders addressed to the contractor shall be made to 

him. The contractor’s representative, during the contract period, may be replaced 

and another qualified person may be appointed as his substitute by issuing of prior 

notice to the employer.  

26.3. As of the commencement date of the civil and erection works at the site up to the 

completion of the works, the contractor’s representative shall appoint a qualified 

person as the site manager to commence the works after the employer’s approval. 

The site manager shall be present at the site on full time basis and while managing 

and superintending the site, he shall supervise the civil and erection works. In case 

where the site manager may not be able to attend at the site, he shall appoint 

another qualified person as his temporary substitute, with the employer’s 

approval. During the contract period and with prior notice to the employer, the 

contractor’s representative may change the site manager and replace him with 

another person.  

Correspondence, communications, exchange of information and drawings relevant 

to the civil and erection works, are addressed to the contractor and in the name of 

the site manager.  

26.4. The contractor’s representative shall, according to sub-article 5.2.3, submit to the 

employer the organisation chart for the project and its subsequent changes along 

with particulars of the key personnel.  
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Article 27. Manpower Recruitment  

27.1 The contractor shall take action in recruiting adequate manpower, from quantity 

and quality viewpoints in all working fields, required for good performance and 

timely completion of the works. Required manpower whether direct personnel of 

the works execution or supervising and supporting groups of various portions, 

shall possess enough expertise, skill and qualification and they shall be organised 

in such a way to fulfil the performance of the relevant works. Payment of all costs 

incurred due to employment and use of manpower, including their salary, 

insurance, tax, and any legal benefits shall be borne by the contractor. 

27.2. Should non Iranian manpower be required for portions of the works to be carried 

out in Iran, the contractor shall appoint such employees after obtaining the 

employer’s and other relevant authorities’ approval considering any legal process; 

and the responsibility to observe the laws and regulations of the country and good 

behaviour of such employees in accordance with moral principles, within the site 

boundary, shall be undertaken by the contractor.  

27.3 Should the employer, in his own discretion, consider any one of the contractor’s 

employees not acceptable, respecting speciality, skill or competency in the works, 

the contractor shall replace him and appoint a qualified person as his substitute. 

All expenses incurred due to such change shall be borne by the contractor and no 

extra payment shall be made to the contractor on this account. Responsibility for 

execution of the provisions of this article for the subcontractors shall be 

undertaken by the contractor 

27.4. Providing transportation facilities, making necessary arrangements for housing 

and food for the personnel, at a common level, providing proper offices, supplying 

sanitary facilities (such as potable and washing water, personnel environment 

hygiene … ), provision of medical and first aid facilities are undertaken by the 

contractor and he shall pay relevant costs unless the employer undertakes to 

provide some of the above facilities in accordance with appendix 13.     

 27.5. The contractor, for performance of the works, shall make the best use of local 

facilities, companies, institutes and labour force, in engineering works, 

manufacturing of equipment, supply of materials, transportation as well as the 

civil and erection works.  
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27.6. Should the contractor and/ or his subcontractors delay or fail to pay, in accordance 

with the labour law, the wages of personnel stationed at the site of civil and 

erection works, the employer’s consultant notifies him to pay his personnel’s 

dues. Should the contractor refuse to pay such charges, the employer may pay the 

personnel’s wages from the contractor dues and guarantees for a period that its 

statement is paid to him for the first time, on the basis of the lists approved by the 

contractor and in presence of his representative and debit the paid cost plus fifteen 

percent to the contractors account. In case of recidivism, the employer in a written 

warning shall set a period for the payment of wages by the contractor. In case of 

the contactor’s denial to pay by the appointed deadline, the employer may dismiss 

the contractor on the basis of article 68.  

Should, due to any reason, the payment of approved statements of the contractor 

be delayed by the employer, the employer shall pay a portion of such statements 

equivalent to the wages of the contractor’s personnel. 

Article 28. Site Regulations 

28.1. The contractor shall observe the regulations of technical protection and hygiene of 

the works. Prior to commencement of the civil and erection works, the contractor 

requests the employer for any special regulations and after receiving such 

regulations, and after necessary coordinations and final approval of the employer, 

the contractor shall follow the same. However, the contractor shall observe the 

common principles and regulations in the following grounds at all times:  

28.1.1. Physical protection of the works including the method of fencing, 

illumination, fire fighting, safeguarding and preservation of the materials, 

equipment, and construction machinery, method of transportation of  the 

contractor’s personnel within the site and the employer’s operation area.  

28.1.2. Security regulation including the supply of personnel, safety equipment, 

physical measures for working at elevation, inside reservoirs, passages and 

soil trenches, and necessary security arrangements for working during 

operation.  

28.2. Except in case where the possibility of working outside the ordinary hours of the 

day and/ or night is envisaged in the special conditions, the contractor shall 
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perform the works during ordinary hours of the day. Also in case where the 

contractor, to compensate for the delay with respect of time schedule, applies for 

the employer’s consent to work outside ordinary hours of the day or night, he is 

only allowed to work at the said hours if he accepts to bear all extra costs incurred 

and after the employer’s approval.  

28.3 The contractor shall observe the regulations of environment protection and correct 

maintenance and operation, in accordance with technical practice and keep clean 

the lands, installations, roads and other existing buildings at the site and adjacent 

areas under his control, and he shall discharge all surplus materials, superfluous, 

machinery, tools and all of his belongings from the site and after the works 

completion; he shall also demobilise all temporary buildings such as dormitories, 

offices, water and electricity networks, ancillary installations…… and clean and 

deliver such locations considering the employer’s instructions.  

28.4 The contractor shall maintain a copy of all drawings, contract documents, change 

orders, shop drawings and documents of quality control of the works, which 

contain variations and modifications trend, in such a manner to be always within 

reach of the employer for reference.  

28.5 Should, during performance of the works, antiquities or historical relics and 

ancient coins and alike be found, the contractor shall immediately notify the 

employer, and according to the laws report the circumstances to the disciplinary 

authorities. The employer shall take prompt action for custody or transfer of the 

objects of antiquity. The contractor shall take the necessary measures for 

preservation and custody of the said antiquities and relics until such time that the 

employer or competent authorities take over the subject matter.  

28.6 The contractor shall coordinate with other contractors or executive groups of the 

employer related to the subject works as specified in article 38.  

28.7 Protection and Security  

28.7.1 The contractor shall protect the personnel working at the site, properties, 

performed works and the materials and equipment, machinery whether 

available in the works premises, warehouses, within or outside the 

boundaries of the works and other properties and installations and facilities 
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existing at the site such as roads, buildings, green areas and underground 

installations.  

28.7.2 The contractor shall introduce an experienced and qualified individual to 

be in charge of site safety. He is responsible for protection and prevention 

from incidents and supervision on implementation of safety rules and 

regulations.  

28.7.3 During performance of civil and erection works, in emergency cases where 

the safety of personnel and performed works, materials and equipment, 

other properties, installations and facilities existing at the site, are in 

danger, the contractor shall take action and apply necessary protection and 

security measures not needing to receive any instructions from the 

employer or the employer’s consultant.   

Article 29.  Supply of the Materials and Equipment, Transportation and 

Warehousing 

29.1 The contractor shall supply the materials and equipment and spare parts in 

accordance with appendix 10 and technical specifications, and on the basis of the 

time schedule. He shall supply the equipment and goods of long lead from sources 

stipulated in appendix 15, or from the other sources approved by the employer.  

29.2. The contractor shall pack and send to the site, all the materials and equipment, in 

the name of the employer, in accordance with the particulars specified in appendix 

19.  

29.3. Loading, transportation, and unloading of the materials and equipment at the site 

as well as the custom clearance of imported goods are on the contractor’s cost and 

responsibility, unless otherwise stipulated in appendix 19. In this regard the 

employer shall cooperate and coordinate with and arrange necessary introductions 

for the contractor. The responsibility to compensate for any damage to roads, 

bridges and traffic facilities due to transportation of the materials and equipment, 

shall be borne by the contractor.  

29.4. Should, in accordance with appendix 13, supply of a portion of the materials and 

equipment of the project be undertaken by the employer, upon arrival of such 

materials and equipment to the site, the contractor shall make a visual inspection 
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in presence of the employer’s representative and in case of observing any 

difficulty and deficiency, the matter shall be documented in writing. In such case 

the employer shall rectify the difficulties and deficiencies and/ or shall request the 

contractor to rectify difficulties and deficiencies; the relevant costs shall be paid 

by the employer. In any case, upon arrival of any kind of goods to the site, their 

protection and warehousing is undertaken by the contractor. In case in the 

materials and equipment supplied by the employer and maintained under 

protection of the contractor, there exists any hidden defects which are not 

observed during mentioned inspections (visual inspections), the cost of 

rectification of such defects shall be borne by the employer.  

29.5.  The contractor shall maintain the materials and equipment and spare parts 

according to the goods and equipment preservation standards, in suitable 

conditions and temperature and on the basis of manufacturers’ instructions, in 

such a way that no damage incurs to them, or their shelf life is not expired by the 

commissioning period. For this purpose, construction of covered warehouses, 

open yards, necessary landscaping, shelving, providing necessary illumination, 

furnishing warehousing system falls into the obligations of the contractor. 

29.6. The contractor shall supply all materials and equipment subject of the contract in 

new condition and in accordance with technical specifications. The responsibility 

to return used equipment and to replace them with new ones acceptable to the 

employer, and any delays in completion of the related works caused by such 

replacement is borne by and on the cost of the contractor.  

Article 30. Construction Machinery, Tools, Consumables and Facilities Required 

for the Works  

The contractor shall supply the following items except where, in accordance with 

appendix 13, their supply is undertaken by the employer:  

30.1 All construction machinery required for performance of the works, according to 

the time schedule in appendix 14.  

Note: Release of the construction machinery from the site is authorised only 

when they are no more needed in the employer’s discretion.  
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30.2 All general and special tools and necessary consumable materials for completion 

and hand over of the works in accordance with the technical specifications. 

30.3 Other necessary facilities required for the period of civil and erection works such 

as water, sewage, electricity, gas, communication, fuel and relevant networks, and 

construction of required installations and side workshops 

Article 31. Provision of Execution Procedures and Shop Drawings 

31.1 Before performing each portion of the civil and erection works, the contractor 

shall submit the necessary execution procedures and quality control manuals to 

the employer’s consultant for inspection of the works, and carry out such works 

after the employer consultant’s approval.  

31.2 The contractor shall prepare and submit the shop drawings required for the civil 

and erection works. 

Article 32. Works Progress Schedule  

32.1. The contractor shall carefully observe the works progress schedule, stated in 

appendix 14 and sub-articles 3.2.1 and 3.2.2.  

32.2. During the works execution, the contractor may propose to the employer, for his 

approval, the intended changes in the time schedule provided that they do not 

cause any delays in completion of all or main portions of the works.  

32.3. In case where the variations of the works progress schedule cause variations of the 

contract period and/ or period of the main portions of the contract, the provisions 

of article 64 shall apply.  

32.4. The contractor shall submit progress report of the works, monthly and/ or at such 

intervals as required by the employer. This report shall include the percentage of 

various activities completion, cases which are in delay with regard to the schedule, 

and the contractor’s proposed schedule to remedy such delays. In case the 

employer requests, the contractor shall submit to the employer the list of resources 

involved in the civil and erection works such as manpower and construction 

machinery.  
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32.5. In case of dispute between the contractor and the employer, the contractor shall 

continue the works, according to the time schedule and by no means shall he be 

entitled to stop or postpone all and/ or portions of the works, unless the parties 

agree differently. In case of dispute, the employer shall also perform his 

contractual obligations in accordance with the time schedule. 

Article 33. Vendors and Subcontractors   

33.1. Responsibility for all works and services performed by the design engineers, the 

vendors and subcontractors as well as the behaviour and their personnel conduct is 

undertaken by the contractor.  

33.2. All coordination and contacts with the employer, concerning the works, the design 

engineers, the vendors and subcontractors shall be performed by the contractor 

only.  

33.3. The vendors of the materials and equipment shall be selected from the vendors list 

approved by the employer, as described in appendix 15. 

33.4. The design engineers for engineering and design works, or sub contractors for the 

civil and erection works shall be selected after introducing them to the employer 

and obtaining his approval.  

33.5. Employing the design engineers, the vendors of the materials and equipment and 

subcontractors, as specified in sub-articles 33.3 and 33.4, shall not be construed to 

create any contractual relationship whatsoever between them and the employer 

and the employer shall have no liability regarding the contractor’s obligations 

towards them, except for payment of wages of personnel of subcontractors of the 

civil and erection works, which shall be done in accordance with sub-article 27.6. 

Also, approval of the design engineers, the vendors of the materials and 

equipment, and subcontractors of the civil and erection works by the employer 

will not relieve the contractor from his responsibilities. 

33.6. Performance of any kind of services, supply of the materials and equipment and 

performance of the works by the design engineers, vendors and subcontractors 

shall be performed on the basis of contracts between the contractor and each one 

of them while the employer’s name shall be mentioned as beneficiary and all 
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contractual measures agreed between the contractor and the employer shall be 

observed.  

33.7. The contractor shall sublet portions of design works, engineering, supply of the 

materials and equipment and performance of the civil and erection works and the 

commissioning, to the Iranian companies, organisations and persons, in 

accordance with item 10.2 of appendix 10, observing the provisions of other sub-

articles of this article. 

Article 34. Taxes, Charges and Other Governmental Duties 

34.1. Except for custom duties and charges treated in accordance with article 48, the 

payment of any taxes, charges, social security premiums and other official duties, 

in relation with the works subject of the contract, inside the country and/ or in 

other countries where portions of the works such as engineering and technical 

services and/ or supply of the materials and equipment are performed, shall be 

borne by the contractor.  

34.2. In case, during performance of the works, the amount of taxes are changed and/ or 

other official duties inside the country are increased or decreased, and/ or new 

taxes and charges are levied, which are applicable to the contractor in relation 

with the works subject of the contract, the costs incurred due to such changes shall 

be credited or debited to his account, as the case may be.  

Article 35. Obtaining of the Insurance Policies  

The contractor shall obtain all insurance policies, undertaken by him, in 

accordance with article 15 and item 6.1 of appendix 6, from insurance companies 

accepted by the employer, and submit the related insurance policies to the 

employer before commencement of each portion of the works. 

Article 36. Confidentiality of the Contract Documents  

The contractor shall respect as confidential, all documents, instruments, drawings 

and other information received from the employer.  

Article 37. Contractor’s Confirmations 

The contractor confirms that:  
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37.1. He has thoroughly studied all the contract documents as specified in article 2 of 

the contract agreement (except the documents prepared and attached to the 

contract after it was signed), and he is fully aware of their contents. 

37.2. He has inspected the site, and he has acquired sufficient information on 

geographical and general conditions of the region including climatic condition, 

access roads, locally available manpower, materials, and construction machinery, 

and other conditions being somehow effective on the price, speed of the works 

progress and quality.  

37.3. He has adequate knowledge of related laws and regulations, including those 

concerning taxes, levies, insurance, labour, social security, technical protection 

and other laws and regulations being somehow effective on the price, speed of the 

works progress and quality, and he shall observe all laws and regulations.  

37.4. He is aware of the specifications, general nature of the project and the works 

under execution by the employer and other contractors being somehow effective 

in performance of the contract.  

37.5. He has studied all drawings, borehole, exploration reports and other tests related 

to identification of underground conditions of the site and/ or its adjacent areas 

received from the employer, and he is fully informed of the site’s physical 

conditions.  

37.6. He has compared all documents, instruments, drawings, reports and information, 

listed in the contract documents with the local observations, collected information, 

and other investigations and results obtained from tests, explorations and studies, 

and he has informed the employer of any deviations, errors and inconsistencies, 

and the employer’s response has been acceptable to him, and he confirms that the 

contract documents are generally adequate to understand all aspects of the 

contract for the work’s performance.  

37.7. The contractor declares that at the time of concluding the contract, he has not been 

liable towards provisions of the non-intervention law of 22nd Dey 1337 (Iranian 

solar calendar). Should the contrary be proven to the employer, taking into 

consideration that the contract is invalid, the employer, for the purpose of taking 

over the works, notifies the contractor of the time of final acceptance of the 
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executed works. He shall forfeit the performance guarantee and good performance 

retentions and shall immediately deposit into the Treasury Account. The employer 

shall take over the performed works and settle the accounts of the contractor, in 

accordance with sub-articles 67.2, 67.4 to 67.9. Should during performance of the 

works up to the time of provisional acceptance, the contractor become liable to 

such prohibitions as stated in the above mentioned law for the following reasons: 

37.7.1. Changes made in shareholders, amount of shares, directors or auditors of 

the contractor’s company.  

37.7.2. Changes made in the government or the employer’s organisations. 

In case the conditions of sub-article 37.7.1 arise, the requirements of sub-

article 37.7 shall be put into practice. In case the conditions of sub-article 

37.7.2 arise, upon occurrence of the prohibition, the contractor shall 

announce to the employer, and should the prohibition be not removed, the 

employer shall terminate the contract in accordance with article 67. In case 

the contractor fails to announce the circumstances to the employer on time, 

the provisions of sub-article 37.7 shall be put into practice.  

37.8. Obligations and responsibilities of the contractor for good performance and timely 

completion of the works, in accordance with provisions of the contract are 

unconditional, and performance of each of the followings does not relieve him 

from his obligations:  

37.8.1. Inspection and/ or observation of the works by the employer. 

37.8.2. Payment of provisional or final statements. 

37.8.3. Issuance of provisional acceptance certificate.  

37.8.4. Operating all or a portion of the works by the employer  

37.8.5. Any approval of the works by the employer and/ or his timely non-

approval. 

37.8.6. Any review and/ or approval, by the employer, of the documents submitted 

by the contractor.  

37.8.7. Any inspections, tests and/ or approvals, by third party institutions. 
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37.8.8. Any rectification of deficiencies of the performed works by the employer. 

Cases of mal-operation or non satisfactory maintenance of the works by the 

employer and normal wear and tear during operation are excluded from the 

provisions of this sub-article.  
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COORDINATION WITH OTHER CONTRACTORS 

Article 38. Coordination with Other Contractors, Associated with the Subject of the 

Contract 

38.1. The contractor shall provide the access and other facilities required by other 

contractors of the employer in different sections of the works. Coordination for 

connecting the contractor’s battery limit to other contractors and performing such 

connections are undertaken by the contractor. 

Details of mutual coordination between the contractor and other sub-contractors 

and the contractor’s duties are specified in the special conditions. 

38.2 Any other required coordination, in addition to those set forth in sub-article 38.1, 

shall be performed by the employer’s consultant, unless otherwise stated in the 

special conditions.  

38.3 If in the special conditions, the activities of other contractors, being parties of the 

contract with the employer in relation with the project or other executive groups, 

are not foreseen within the contractor’s scope of the works, and the employer, 

after concluding this contract, decides to perform the mentioned works, it is 

necessary to notify the contractor of the circumstances before taking any action. 

Details of necessary coordinations, in case of the contractor’s request, probable 

costs and increase in the contract period due to such decision made by the 

employer shall be determined by the agreement between the parties.  

38.4 At the time of completion of the works, by any other contractors related to the 

project, being somehow effective on quality and performance of the works, the 

contractor shall carry out necessary controls and inspections, in coordination with 

the employer’s consultant, and in case necessary, shall issue necessary 

notifications of his intended modifications through the employer’s consultant.   
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THE EMPLOYER’S OBLIGATIONS AND RESPONSIBILITIES 

Article 39. Appointment of the Representative  

The employer, within 15 days after effective date, shall nominate a person as the 

employer’s representative, with a defined limit of authorities and duties. 

The employer, during the contract period, may replace his representative and 

substitute him by another person.  

The employer’s representative, during the contract period, shall always act on 

behalf of the employer and within the limits of authorities delegated to him; and 

all notices, communications, work orders, and approvals shall be issued by him, 

and the contractor shall issue notices and requests to the title of the employer and 

address them to the employer’s representative.  

The employer’s representative, during the contract period, may assign parts of his 

duties and authorities to other person or persons. In such case, through a notice, he 

shall nominate the said person or persons, and shall define the limits of their 

relevant authorities and duties. Any instructions, communications and actions of 

representative’s successor/ successors shall be deemed as instructions, 

communication or actions of the employer’s representative. The employer’s 

representative successor/ successors may be substituted during the contract period 

or the limits of their authorities and duties may be changed; in such case, the 

matter shall be announced to the contractor accordingly. 

Article 40. Handing over of Land and Providing Relevant Information 

The employer shall, in accordance with appendix 13, provide practical and legal 

arrangements for taking over by the contractor of the sites required for 

performance of the works, access roads, and all boundaries as well as additional 

lands required for the construction and provisional ancillary installations as per 

the time schedule.  

All costs for acquiring the lands, and/ or installations located in such lands are 

undertaken by the employer. Should all or a portion of information, related to 

lands required for performance of the works, be not available as per basic 
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technical documents, the employer shall, for proper performance of the works 

subject of the contract and on times specified in the time schedule, submit such 

information including the following items:  

40.1. General survey of the site, containing references and bench marks and major 

installations located therein.  

40.2. Information of underground condition (in case where according to appendix 13, 

such item are undertaken by the employer). 

40.3. Other information and regulations governing the site, including environmental 

regulations, type of use of the land and …  .  

Article 41. Accuracy of Information and Documents 

The employer is responsible for correctness and accuracy of technical information 

and documents to be provided by him in accordance with appendices 13 and 18, 

and any extra cost due to prolongation of the works and/ or damages and losses 

incurred due to incorrectness or lack of accuracy of such information shall be 

borne by the employer.  

Article 42. Payment of the Statements  

The employer shall pay the amounts of the contractor’s statements, subject of 

articles 53 and 57, in accordance with appendix 5 (Terms of Payment).  

Article 43. Timely Review of the Submittals 

The employer shall review the submittals delivered by the contractor in 

accordance with the time schedule, subject of sub-article 3.2.2, on the times 

specified in such time schedule; and shall give his comments as may be required.      

Article 44. Obtaining of the Insurance Policies 

The employer obtains insurance policies under his obligation, subject of article 17 

and item 6.2 of appendix 6, on the time specified in the time schedule, subject of 

item 13.3 of appendix 13. 
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Article 45. Issuance of Permits  

The employer, in the appropriate time, with due attention to the time schedule for 

performing the contractor’s obligations, shall issue required permits for execution 

of the works by the contractor, and/ or shall provide necessary cooperation for 

obtaining the legal permits from relevant organisations, including necessary 

permits for clearance of the imported  materials and equipment, entry visas, work 

permits and residence permits, exit visas for the contractor’s foreign employees; 

and passports and visas for the contractor’s Iranian employees.  

Article 46. Facilities for the Period of the Civil and Erection Works 

The employer, on the basis of appendix 14, shall provide construction machinery, 

water, electricity, steam, gas, telephone and … any other facilities undertaken by 

him, on the specified time as stated in time schedule, subject of item 13.3 of 

appendix 13.  

Article 47. Timely Performance of the Works, and Supply of the Materials and 

Equipment Undertaken by the Employer  

The employer shall take action in performing the obligations undertaken by him, 

such as provision of some portions of basic technical know how, purchase of 

licence, design, engineering, the civil and erection works, supply of materials and 

equipment, raw materials and also water, electricity, steam and fuel, and other 

chemicals and catalysts required for the commissioning, operations and the 

performance tests, undertaken by him in accordance with appendix 13, based on 

the time schedule subject of item 13.3 of  appendix 13.  

 In case the delivery of any portion of the materials and equipment, undertaken by 

the employer, is not possible on specified time, the circumstances shall be notified 

to the contractor, at a reasonable time interval, to enable him to take action with 

regard to review of the time schedule, in such a manner to prevent the delay in 

completion of the works as much as possible. 
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Article 48. Payment of the Custom Duties and Charges 

Payment of any custom duties and charges for importing the materials and 

equipment is undertaken by the employer, unless otherwise specified in the special 

conditions. 

Regarding the custom duties and charges for importing the construction 

machinery and the contractor’s other facilities, the provisions of the special 

conditions shall apply.  
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VARIATIONS OF THE WORKS  

Article 49. Variations of the Works 

49.1. Anytime during the contract period and before the provisional acceptance, the 

employer may, within the general scope of the contract, ask the contractor to 

decrease, increase, omit some of the works and/ or change the specifications, and 

the contractor shall act accordingly, observing other sub-articles of this article and 

provisions of the contract.  

49.2. In order to improve the quality, efficiency and/ or safety of the works, the 

contractor may propose variations of the works to the employer. The employer is 

entitled to accept or reject such variations. Non-acceptance of the contractor’s 

proposed variations by the employer shall not relieve the contractor of his 

responsibilities for completion and handover of the works in accordance with the 

technical specifications of the contract.  

49.3.  Upon receiving the employer’s instruction and/ or approval, in conformity with 

sub-articles 49.1 and 49.2, the contractor shall calculate the impact of such 

variations on cost and time and reflect such case to the employer. The cost of 

variations of the works shall be calculated on the basis of sub-article 56.2. The 

amounts of increased or decreased works, taking into account solely the variations 

subject of sub-article 46.6, shall not be more than twenty five percent of the initial 

contract price. In case the employer’s instructions cause a decrease of more than 

25 percent of the contract price, the contractor, while completing the works under 

progress, may ask for termination of the contract in accordance with article 69, 

and/ or accept the mentioned decrease. Variations of the contract period incurred 

due to variation of the works shall be determined in accordance with article 64. 

49.4. The variations of the works subject of sub-articles 49.1 to 49.3, shall be 

implemented after issuance of a “change order” in which, full details of variations 

of the works, any kind of variations of cost, variation in the contract period and 

other required modifications in conformity with the provision of the contract are 

stated therein and it is signed by the parties and considered as one of the 

attachments to the contract.  
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49.5. In case within a reasonable period rendering no delays in performance of other 

works subject of the contract, the parties do not reach an agreement on the 

variations of cost and time, caused by the variations of the works, the employer 

shall notify the contractor whether such variations is to be performed by him or 

not. In case the employer instructions is to carry out the variation, in spite of not 

reaching an agreement on cost and time, the contractor shall fulfil the changes and 

subsequently resume his negotiations with the employer to reach an agreement. In 

case, within 60 days, the parties do not reach the final agreement, the case shall be 

verified and determined in accordance with article 75. Prior to settlement of the 

dispute, the payments to the contractor shall be made according to the adjusted 

contract price based on employer’s calculations. 

49.6. For cases, where portions of the works are assessed on the basis of price list, the 

difference between the quantities of works performed in accordance with the 

contract compared to the initial quantities attached to the contract, does not 

require the issuance of the change order as mentioned in sub-article 49.4, and 

variations to the contract price shall be determined on the basis of the price list 

observing the specified ceiling in sub-article 49.3. 

49.7. Variations incurred, due to the contractor’s default in performance of the main 

works undertaken by him shall not be considered as variation of the works, and 

the contractor shall implement such modifications, at his own cost and during the 

contract period. 
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THE EMPLOYER’S CONSULTANT, INSPECTION AND QUALITY CONTROL 

OF THE WORKS  

Article 50. Employer’s Consultant 

50.1. The employer has appointed the “employer’s consultant”, subject of article 7 of 

the agreement, in order to use his technical and engineering services. The limits of 

duties and authorities of the employer’s consultant are set forth in appendix 8. The 

employer may also sublet the professional services of technical inspection of 

portions of the works subject of the contract to qualified technical institutes or 

persons to fulfil their duties under the supervision of the employer’s consultant.  

In case some of the employer’s duties and/ or authorities in respect of 

confirmation, approval of and/ or decision on various cases of these general 

conditions are assigned to the employer’s consultant, the contractor shall refer to 

the employer’s consultant for such cases. 

50.2. For performance of his duties in various portions of design, engineering, 

manufacturing and supply of the materials and equipment, and the civil and 

erection works, the employer’s consultant appoints representatives defining the 

limits of their duties and authorities. The employer’s consultant or his 

representatives are not allowed to decrease or relieve the contractor of the 

responsibilities for performance of his obligations and/ or to issue instructions, 

which results in increasing the contract period and/ or the contract price, except 

where this is clearly stated in appendix 8. 

Official nomination of the employer’s consultant representatives shall be sent to 

the contractor and until the contractor receives the copy of such letters, the issued 

instructions will not be valid.  

Instructions, decisions and certificates issued by the representative of the 

employer’s consultant are deemed as the instructions given by the employer’s 

consultant. 

In case the contractor has any objections regarding the decisions made and 

instructions issued by the employer’s consultant representative, he may refer the 
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case to employer’s consultant for final decision and necessary notification to the 

contractor.  

In case the employer’s consultant representative has not raised any objection to 

the quality of some of deficient works, the employer’s consultant may inspect the 

work or works performed and instruct the contractor to rectify the deficiencies. 

50.3. The employer may replace the employer’s consultant during the contract period. 

In such case, new consultant shall be nominated and introduced to the contractor 

with a description of his duties. 

Article 51. Inspection and Quality Control of the Works 

51.1. The contractor shall submit to the employer’s consultant the quality control 

manual for engineering works, manufacturing of the materials and equipment, and 

the civil and erection works, under his obligation, before commencement of each 

portion of the works. 

Such manuals shall contain the quality control organisation of the contractor, as 

well as stages and methods for performance of tests, inspections and other 

necessary controls, which after the approval by the employer’s consultant, shall be 

the basis for quality control of the works. 

51.2. The contractor shall perform necessary tests and inspections of the works, in the 

premises of production and manufacturing of the materials and equipment and/ or 

at the site of performance of the civil and erection works, in accordance with the 

contract provisions.  

In case any additional tests, further to those provided for in the contract, are 

requested from the contractor, he shall perform such tests provided that the 

relevant costs are paid. 

51.3. The employer’s consultant representative may attend all stages of the tests and 

technical inspection of the works. The contractor shall provide the possibilities 

and facilities for the representative of the employer’s consultant and fulfil 

necessary coordinations, in the premises of production and manufacturing of the 

materials and equipments and/ or at the site of performance of the civil and 

erection works.  
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51.4. At least two weeks before conducting the tests related to each portion of the 

works, the contractor shall submit the time schedule for necessary coordinations 

of the representative’s attendance. 

In case the employer’s consultant announces his agreement with the performance 

of the tests and inspections in accordance with the time schedule, without his 

representative’s attendance, or absence of his representative at the specified time 

without prior notification, the contractor shall perform the tests and submit the 

relevant reports to the employer’s consultant. 

51.5. Should, following the tests and inspections and/ or as per declaration of the 

employer’s consultant,  a portion of the works be incomplete or defective, the 

contractor shall rectify the deficiency and modify the works and perform 

necessary tests and inspections for the modified works at his own cost. 

In case, within a reasonable period after declaration by the employer’s consultant, 

the contractor does not take action in respect of the deficiencies, the employer, 

with prior notification to the contractor, may take action regarding the 

rectifications and removal of the deficiencies, and debit to the contractor’s 

account, the relevant costs plus overhead. 

51.6. Should, as a result of tests and inspections, difficulties or deficiencies appear 

repeatedly in a portion or portions of the works, which in the discretion of the 

employer’s consultant, incurred due to failure to use skilled manpower, or the 

materials and equipment of inferior quality, or proper methods, or non 

exploitation of proper construction equipment for the works, the employer’s 

consultant may issue the instruction to stop the performance of that portion or 

portions of the works, until such difficulties being removed by the contractor. This 

matter will not entitle the contractor to claim for additional charge and/ or increase 

of the contract period.  

51.7. The contractor shall obtain the consent of the employer’s consultant to bury 

portions of the works needing prior inspection and test and/ or approval. 

Otherwise, the contractor shall remove any cover provided for, and expose such 

works if so instructed by the employer’s consultant, for conducting tests and 

inspections, and subsequently obtaining the approval of the employer’s consultant. 
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51.8. Loading and transportation of the materials and equipment, ordered by the 

contractor and manufactured by the approved manufacturers, shall be allowed 

only after reviewing the documents of shop inspection and final control, and upon 

the issuance of transportation permits by either the technical inspector or the 

employer’s consultant. 

51.9. In case of ambiguities in interpretations and conclusions of the tests and technical 

inspections, the contractor and the employer’s consultant, resolve the ambiguities, 

after seeking the opinion of technical referee specified in the special conditions 

and continue the works accordingly. 
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PAYMENTS TO THE CONTRACTOR - VARIATIONS TO THE CONTRACT 

PRICE  

Article 52. Contract Price 

The contract price includes the amounts specified in article 3 of the agreement and 

the variations subject of article 56, which shall be paid to the contractor against 

performance of his obligations, in the order set forth in subsequent articles. The 

contract price, among others, includes the compensations for the following costs 

incurred by the contractor for the performance of the works subject of the contract 

as well as the contractor’s profit: 

52.1. Costs of manpower required for performance of various portions of design works, 

manufacturing, execution, and ...., whether direct or indirect labour force such as 

the management staff, appointed at the site and/ or other areas related to the 

works, including the wages and all legal benefits and other costs related to their 

recruitment and utilisation. 

52.2. Costs of supply of the materials and equipment and other materials required for 

performance of the works as well as supply of spare parts in accordance with 

appendix 11. 

52.3. Costs of transportation and warehousing of equipment and materials, spare parts 

and other items required for performance of the works. 

52.4. Costs of technical services rendered by vendors at the site if required. 

52.5. Costs paid to the subcontractors, the design engineers and licensees, for the 

purpose of performing portions of design works, purchase of licence, civil and 

erection, tests, inspections and other technical and engineering services. 

52.6. Costs of renting machinery, construction equipment and installations required for 

performance of the works. 

52.7. Costs of performance of the works, services and supply of the materials and 

equipment, to be paid through the provisional sum. 

52.8. Other miscellaneous costs including: 
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52.8.1. Cost of training of the employer’s personnel, in accordance with 

 appendix 12. 

52.8.2. Cost of travelling and transportation of the contractor’s personnel, for 

performance of the works subject of the contract. 

52.8.3. Costs related to loading, transportation, offloading, mounting and 

dismounting all construction installations and equipment and construction 

machinery and their required tools and consumables.   

52.8.4. Costs required for construction, maintenance, protection, operation and 

demobilisation of the temporary residences of personnel at the site and/ or 

other places, their offices and required current services. 

52.8.5. Costs related to construction of temporary installations, including 

provision of water, electricity, telephone, gas for the site and their current 

expenses. 

52.8.6. Costs for obtaining all kinds of guarantees and insurance policies. 

52.8.7. Costs for all kinds of taxes and other legal charges pertaining to the 

contractor and related to the contract. 

52.8.8. Other costs undertaken by the contractor, in accordance with the special 

conditions. 

Article 53. Interim Payments 

53.1. Payments to the contractor, subject of article 4 of the agreement, are made on the 

basis of “contract price break down for various portions of the works”, subject of 

appendix 1 and/ or on the basis of bill of quantities and price set forth in appendix 

2 and with due attention to the quantity of the works actually performed, in the 

manner stated in item 5.1 of appendix 5, as the case may be. 

53.2.  For the purpose of strengthening the contractor’s financial status, and to provide 

prerequisite facilities for performance of the works, the amount specified in 

appendix 5, shall be paid to the contractor as advance payment against receipt of a 

guarantee valid and acceptable to the employer, in accordance with article 11.  
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 53.3. By the end of each month and/ or at the time stages specified in item 5.2 of 

appendix 5, the contractor shall prepare the statement of the works performed by 

such date, in accordance with the forms agreed with the employer’s consultant and 

submit them to the employer’s consultant. Attached to the statement, all required 

evidence documents, in accordance with the contract provisions shall be 

submitted. In the statements, the contractor shall state the prices of the materials 

and equipment transported to the site by submitting the shipping evidence 

documents and transportation insurance; and in case no imperfection was found 

by submitting the documents for transfer of their title to the employer, absence of 

any claimant, and relevant insurance coverage. Though the figures and quantities 

stated in the provisional statements as well as the relevant payments are 

provisional, in comparison with actual quantities they shall be sufficiently 

accurate such that the review of the statements shall not be time consuming and 

difficult. The contractor shall be responsible for any delay in the review of the 

statements due to his negligence in observing the above mentioned points.  

53.4. The employer’s consultant shall review the received statement within ten days, 

and in case any errors were found, he shall return it to the contractor for necessary 

corrections indicating the reasons and cases causing the errors. In case the 

received statement, which shall be reviewed during the specified period, is found 

acceptable, it shall be sent to the employer and the matter shall be notified to the 

contractor by the employer’s consultant. Within twenty days after the date of 

receiving the statement, the employer shall pay the amount of statement to the 

contractor. Should review and approval by the employer take more than 20 days 

for any reason, upon contractor’s request, the employer shall agree to pay to the 

contractor, seventy percent of the amount of statement approved by the 

employer’s consultant after making relevant deductions, on account basis.  

Considering the performance of subsequent tests and inspections and/ or acquiring 

new information and evidence, the employer may refrain from paying all or a 

portion of the statement in the following cases, and if necessary he may also debit 

the contractor’s account with the previous payments to prevent bearing any 

damages or losses: 
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53.4.1. In case all or a portion of the performed works are deficient and/ or 

previously completed works are damaged and need modification and/ or 

replacement.  

53.4.2. In case the contract price is decreased due to issuance of change order, and 

such decrease is not considered in the previous statements. 

53.4.3. In case for the reason due to the contractor’s default in performing the 

necessary modification of the works on the specified time, the employer 

with due attention to sub-article 51.5, have directly rectified the defective 

works. 

53.4.4. Occurrence of each of the conditions that results in dismissal of the 

contractor, in accordance with article 68. 

53.4.5. In case of any claims, such as the claim for ownership against the 

employer, occurring as a result of the contractor’s operations and the 

contract performance in general. 

53.4.6. Any other element, which logically cause the deduction of all and/ or a 

portion of the contractor’s statement. 

53.5. The contractor commits that upon receiving the amount of each statement, all the 

works and the materials and equipment set forth in such statement is taken in 

possession by the employer, and the contractor shall settle  any claim and 

objection of the third parties. 

53.6. Approval and payment of the statements to the contractor does not relieve him 

from his main responsibility in performing his obligations in accordance with the 

contract and shall not be construed as the approval by the employer of quality or 

quantity of the works. The contractor shall complete the works, take action with 

regard to rectification of the defects and/ or replace them in case any problems 

appear in the works, which are paid for. 

53.7. Following amounts shall be deducted from provisional payments to the contractor: 

53.7.1. A percentage is deducted as good performance retention and is maintained 

in a separate account with the employer. Percentage of good performance 

retention is determined in the special conditions of the contract, which can 
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be different for various portions of the works, but the total amount shall 

not be more than ten percent of the contract price. In case it is not specified 

in the special conditions, this amount shall be taken into consideration as 

ten percent of the amount of statements. 

53.7.2. Other deductions including the following items: 

- Social security insurance, in accordance with the applicable regulations 

during the period of the works performance. 

- Contract tax, in accordance with the applicable regulations during the 

period of the works performance. 

- On account payments to the contractor, and also amounts related to 

advance payment amortisation. 

- Cost of performed works, and/ or materials and equipment delivered by 

the employer, which are part of the contractor’s obligations. 

53.8. Should the employer be unable to pay the contractor’s statements within the 

period specified in sub-article 53.4, he shall pay the contractor, an amount, as 

specified in the special conditions, in proportion with the duration of delay in 

relevant payments, to compensate for his additional expenses during such delayed 

period.  

In case the delays in payment by the employer exceed three months, the 

contractor, based on article 69, may request the contract termination. 

Article 54. Provisional Sum 

54.1. In case an amount is foreseen, in sub-article 3.2.4 of the agreement as provisional 

sum, this amount is for performance of the works, services, supply of materials 

and equipment, as specified in appendix 17, which the related works shall be 

performed by the contractor following the employer’s instruction. 

54.2. Any payment on the account of provisional sum is made pro-rata to the works, 

services or supply of the materials and equipment that are requested by the 

employer. Specifying the provisional sum in the contract, does not create any 

obligation for the employer against the contractor. 
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54.3. Terms of payment of the provisional sum shall be as specified herein below: 

54.3.1. The price of the works, which include the supply of materials or 

performance of services by the contractor, shall be paid to the contractor in 

the manner specified in article 56.2. 

54.3.2. In case where supply of the materials and equipment are requested from 

the contractor only, the actual price paid by the contractor, based on 

evidence documents plus a percentage as overhead expenses (including the 

contractor’s profit) shall be paid to the contractor in the amounts specified 

in the special conditions. 

Article 55. Foreign Currency Payments 

In case, as per article 3 of the agreement, a portion of the contract price is to be 

paid in foreign currency, the exchange rate and other regulations related to such 

payments follow the provisions specified in the special conditions. 

Article 56. Variations to the Contract Price 

56.1. The contract price may only vary under the following conditions: 

56.1.1. Issuance of change order, which results in an increase or decrease of the 

contract price. 

56.1.2. Change in the quantity of the works performed in accordance with the 

contract documents, in comparison with the initial quantities of the 

contract concluded on the basis of the price list, subject of sub-article 49.6. 

56.1.3. Decrease of the price due to the liquidated damages for delays in timely 

completion of the works, subject of sub-article 5.4 of the agreement. 

56.1.4. Increase of the price due to the early completion of the works, provided 

that a payment for early completion of the works is foreseen in the special 

conditions. 

56.1.5. Change of the price due to adjustment, in case in the special conditions the 

adjustment is foreseen for compensation of fluctuations in price of the 

materials and equipment, construction machinery lease, manpower wages 
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and …...; these variations shall be applied in accordance with the 

procedure set forth in appendix 4. 

56.1.6. Decrease in the contract price due to contractor’s default in timely 

rectification of incomplete works and performance of the works by the 

employer, subject of sub-article 51.5. 

56.2. Method of calculating the variations to the contract price incurred due to 

variations of the works: 

56.2.1. In case a price list is attached to the contract in accordance with either 

appendix 2 (for portion of the contract calculated on the basis of unit price 

list), or appendix 3 (unit price for added or omitted works) and the price 

for added or omitted works is stated therein, the prices for the said lists 

shall be used as the case may apply. 

56.2.2. In case where the lists mentioned in sub-article 56.2.1, not being attached 

to the contract, and/ or price of added or omitted works not being stated 

therein, the price for added or omitted works shall be calculated in one of 

the following alternative methods: 

- The price for added and/ or omitted works, as the case may be, shall be 

calculated on the basis of the resources rates (manpower and machinery) 

set forth in items 2.2 of appendix 2 and 3.2 of appendix 3 of the contract 

and purchase evidence documents of the materials and equipment, after 

considering overhead expenses (including the contractor’s profit). 

- In case the parties agree, the price for added or omitted works may be 

specified as lump sum and/ or as new items of price list by observing 

other provisions of the contract.  

56.3. For calculating the variations to the contract price, incurred due to variations in 

the volumes and quantities of the performed works according to the contract in 

respect to the initial assessment, subject of sub-article 49.6 (for cases where a 

portion of the contract is concluded on the basis of unit price), the contract price 

shall be calculated in proportion with the volumes and quantities of the works 

performed in accordance with the contract and on the basis of the price list 

attached to.  
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56.4. Decrease in the contract price due to the contractor’s default in timely rectification 

of incomplete works and performance of the works by the employer, subject of 

sub-article 56.1.6, shall be calculated in accordance with one of the specified 

methods in sub-article 56.2, as the case may be. 

Article 57. Final Statement 

57.1. After provisional acceptance, in accordance with article 60, and also after 

delivering all remaining documents to the employer, such as instruction manuals 

for commissioning, operation and maintenance of the equipment, the drawings 

and technical documents subject of item 18.2 of appendix 18, documents relevant 

to inspection and test of the equipment and the civil and erection works, and 

documents related to insurance policies and guarantees, and any other document 

referred to in the contract, the contractor shall prepare the final statement of the 

works subject of the contract and submit to the employer’s consultant along with 

the following documents: 

57.1.1. Any necessary insurance policies for holding the employer harmless from 

and against the third parties’ claims, from the time of provisional 

acceptance onwards, in accordance with the special conditions. 

57.1.2. Documents, indicating settlement of any claim, such as claim of the third 

parties’ ownership in relation to properties and rights subject of the 

contract. 

Along with such documents, the contractor shall prepare an affidavit in 

which he rejects any right of possession and/ or having any debts in 

relation with payments of personnel salaries and wages, purchase of 

technical know how or the materials and equipment, and other overdue 

payments, which may be directed towards the employer and shall make 

necessary agreements with beneficiaries concerning settlement of the 

claims and payment of the debts of his own or the design engineers, the 

subcontractors and the vendors. 

57.2. In case, in the employer’s discretion, the contractor has fulfilled all his contractual 

obligations in accordance with the contract documents, and the documents 

attached to the statement as specified in sub-article 57.1 are complete, then within 
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10 days, the acceptance of the statement for review and payment shall be sent to 

the contractor by the employer’s consultant. Otherwise, within the same deadline, 

the statement shall be returned together with the reasons for non acceptance of the 

statement for rectification of the works’ deficiencies and/ or completing the 

documents, and resubmitting the statement. Within 60 days after receiving an 

acceptable statement, along with necessary documents, the employer’s consultant 

shall review, approve and submit the relevant statement to the employer. The 

employer, within 60 days after receiving the statement, shall pay to the contractor 

the amount of the final statement after relevant deductions, and shall take action 

with regard to release of good performance retention guarantee and performance 

guarantee in accordance with sub-articles 14.2 and 14.3 respectively. In case the 

employer does not pay the contractor’s dues, within the specified period, or does 

not take action in releasing the contractor’s guarantees, in accordance with sub-

article 53.8, the liquidated damages for delays in payment shall be payable to the 

contractor. 

Should, in accordance with the final statement, the contractor be in debt, he must 

pay back the employer’s dues within 30 days after approval of the statement, and 

in case he refuses to pay or delays in such payment, the employer shall be entitled 

to collect his dues from the contractor’s existing deposits and guarantees, without 

approaching any judicial proceedings, and if the amounts are not sufficient, from 

the contractor’s other assets, observing country’s applicable laws. 

57.3. In case the works subject of the contract are performed with a considerable delay 

not due to the contractor’s default, and the contractor’s works progress has 

reached a limit that the price of the remaining works being less than the good 

performance retention withheld by the employer, the contractor may prepare the 

final statement of the completed works handed over at that date and submit the 

same to the employer’s consultant for action in accordance with this article. In 

such case, other obligations of the contractor for continuation of the works 

remains valid, and the contract shall stay effective. 

57.4. Upon approval of the final statement by the parties, the contractor waives any 

claims against the employer in relation with the contract, except for claims 
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asserted before the approval of the final statement, but their settlement being 

postponed to a later date set forth by the parties. 
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COMPLETION AND HANDING OVER STAGES OF THE WORKS 

Article 58. Mechanical Completion 

58.1. After completion of the civil and erection works subject of the contract, and 

preparing for the precommissioning, the contractor shall notify the employer’s 

consultant of the circumstances along with a time schedule for conducting the 

tests and the precommissioning operations and shall request the employer’s 

representatives and the employer’s consultant to witness the tests and the 

precommissioning operations and the performance of probable obligations of the 

employer in accordance with appendix 13 of the contract.  

58.2. Within one week after a full inspection of all the works, the employer’s consultant 

shall prepare the list of probable deficiencies of the works, and shall send it to the 

contractor. The contractor shall take action with regard to rectifying the 

deficiencies in accordance with the time schedule approved by the employer’s 

consultant and shall notify him of the circumstances for his approval.  

58.3. After the approval of the employer’s consultant, certifying that the works are 

ready for precommissioning, the precommissioning operations shall be performed 

by the contractor, in accordance with procedures and technical specifications 

approved by or sent for information of the employer, in presence of the 

employer’s consultant and the employer’s representatives. At the end, after the 

rectification of major deficiencies declared by the employer’s consultant, the 

mechanical completion certificate of the works and readiness of the unit for the 

commissioning shall be issued by the employer.  

Article 59. Commissioning and Performance Tests 

59.1. After issuance of the mechanical completion certificate, the contractor calls for 

provision of the employer’s obligations for the commissioning in accordance with 

appendix 13, and after coordinations, the commissioning operations shall be 

performed in accordance with the commissioning procedures approved earlier by 

the employer.  

59.2. After the commissioning and establishing the stable and normal operational 

conditions, the contractor shall notify the employer and request the 

commencement of the performance tests. 
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59.3. After the employer’s approval of commencement of the performance tests, the 

tests shall be performed in an orderly manner and in accordance with the 

procedures set forth in appendix 9 for the purpose of achieving the performances 

specified therein. 

59.4. In case, all and/ or some of the performance and consumption indicators are not 

achieved, the provisions of item 9.3 of appendix 9 shall be applied. 

Article 60. Provisional Acceptance 

60.1. After completion of the performance tests subject of article 59, and achieving the 

performance and consumptions indicators in accordance with item 9.2 of appendix 

9, and/ or after fulfilling the arrangements foreseen in item 9.3 of appendix 9, the 

contractor shall request the provisional acceptance from the employer. Together 

with this request, all documents related to the conducted inspections and tests and 

as built drawings (in case they are not submitted by the time), shall be delivered 

by the contractor. 

60.2. The employer’s consultant, after a full inspection of all the works and making sure 

that there are no major deficiencies in the works and its readiness for provisional 

acceptance, notifies the employer of the circumstances.  

The employer, after notification by the employer’s consultant, shall fix a date, not 

being more than 15 days after the date requested by the contractor for provisional 

acceptance, for the attendance of the employer’s representatives, the employer’s 

consultant and the contractor at the site. The representatives of the employer and 

the employer’s consultant, accompanying the contractor shall be present at the site 

on the assigned time; while inspecting the works, they shall take action in 

preparing the minutes of meeting for provisional acceptance along with the list of 

remaining deficiencies of the works. 

The contractor shall rectify the specified deficiencies in accordance with the 

schedule agreed in the minutes of meeting for provisional acceptance, at the latest 

before submitting the final statement, and then he shall request the employer’s 

consultant to issue the deficiency rectification certificate. 

The employer’s consultant, after necessary inspection and investigations and 

making sure that the deficiencies are rectified, shall issue the deficiency 
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rectification certificate and after the employer’s approval, he shall send a copy of 

the same to the contractor. Payment of the contractor’s final statement, in addition 

to the provisions stated in sub-article 57.1 is subject to submission of the 

deficiency rectification certificate.  

60.3. Provisional acceptance of portions of the works, which are ready for operation, 

and in accordance with the technical specifications need no commissioning and 

performance tests, subject of article 59, shall also be performed in the manner 

foreseen in sub-articles 60.1 and 60.2. 

60.4. Provisional acceptance of independent parts of the works, prior to handing over of 

all the works shall be allowed under the following conditions: 

60.4.1. In case handing over of separate parts of the works and its time schedule 

would have been foreseen in the contract. 

60.4.2. During the contract period, the employer needs the hand over of portions 

of the works before handing over of all the works. In such case he shall 

inform the contractor and the contractor shall carry out necessary 

examinations to make sure that no interference and/ or complexity is 

caused in other portions and in the performance of all the works and the 

subject is agreed upon by the parties. In each of such instances, the 

provisional acceptance of the portions in question shall be performed in 

the sequence provided for in sub-articles 60.1 to 60.3. 

60.5. After provisional acceptance of the operations subject of the contract, the 

contractor shall take action in demobilising of workshops, warehouses, offices and 

his own temporary residences, discharge of construction machinery, any kind of 

items and materials belonging to him and any kind of superfluous remaining after 

demobilising of workshops and his own temporary installations. Should a portion 

of surplus materials, temporary installations and equipment set up by the 

contractor be needed by the employer, the method of transfer is described in the 

special conditions. 

60.6. The employer provides customary access for the contractor to repair and/ or 

rectify deficiencies determined through the guarantee period. 
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Article 61. Guarantee Period 

61.1. Should within at least one year after provisional acceptance of the works, as 

specified in article 60, and/ or any other longer period as mentioned in the special 

conditions, any defect and deficiency be observed in the works undertaken by the 

contractor, he shall immediately take action with regard to rectification of the 

deficiencies, modifications and replacing of defective works and correcting the 

damages incurred to other portions of the works due to such deficiencies at his 

own cost, after receiving the employer’s instruction. Provided that such defects 

and deficiencies are not due to incorrect maintenance and/ or operation of the 

works, which is not in compliance with the technical specifications or relevant 

manuals on the part of the employer. 

61.2. After necessary modifications and/ or substitutions or replacements for 

rectification of defect or deficiencies, the contractor shall conduct necessary tests, 

at his own cost, to ensure that the defects are rectified and obtain the employer’s 

approval.  

61.3. After rectifying the defect of each portion of the works and approval of the 

employer indicating its correctness, the guarantee period for such portion of the 

works commences on the same date. 

61.4. In case, the contractor, after receiving the employer’s instruction for rectifying the 

defects and deficiencies of the works, does not take action in this respect within a 

reasonable period, and/ or practically may not be able to rectify the defects 

properly, the employer may directly take action to rectify such defect. In such 

case, the contractor shall make available to the employer, the construction 

machinery and the materials and equipment existing in his warehouses. The costs 

incurred by the employer, including costs of indirect labour forces and relevant 

overheads shall be debited to the contractor’s account. 

Article 62. Final Acceptance 

At the end of the guarantee period, subject of article 61, after the contractor’s 

request and the employer’s verification and approval, the date and time schedule 

for conducting the tests and/ or inspection shall be determined, as set forth in 

article 60; and after inspecting the works, in case no defects and deficiencies are 
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observed in the works, action shall be taken with regard to provisional acceptance 

of the works. In case any defects and deficiencies are observed in the works, it is 

notified to the contractor, in order that final acceptance takes place after 

rectification of the deficiencies. 
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VARIATIONS OF THE CONTRACT PERIOD, DELAYS, SUSPENSION, 
CONTRACT TERMINATION 

Article 63. Contract Milestones 

Commencement date of the works subject of the contract shall be the date 

specified in sub-article 5.2 of the agreement, and the contractor shall commence 

the works on such date, in the order specified in sub-article 3.2 of these general 

conditions, and the completion of the works during the period specified in sub-

article 5.3 of the agreement. 

Each of the milestones specified for the works subject of the contract, similar to 

the contract period is counted as the basis for the contract. 

Article 64. Variations of the Contract Period 

64.1. Extension of the Contract Period 

All times foreseen for commencement and completion and milestones of the 

works shall only be extended in case of occurrence of any one of the following 

conditions: 

64.1.1. Issue of a change order, subject of sub-article 49.4, causing an increase in 

the contract period. 

64.1.2. Failure in performance of some of the employer’s obligations in relation to 

the works, subject of article 47 observing the considerations foreseen 

therein, preventing the timely performance of the works subject of the 

contract or any portion thereof. 

64.1.3. Force majeure, subject of article 73. 

64.1.4. Changes of laws and regulations directly causing delays in performance of 

some portions of the works. 

64.1.5. Exceptional climatic conditions, preventing the works performance. 

64.1.6. Employer’s decision to exploit other contractors within the boundary of 

the contractor’s works, as specified in sub-article 38.2. 

64.1.7. Suspension of the contract period, subject of article 65. 
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64.1.8. Other unforeseeable events and circumstances not due to the contractor’s 

default causing delays in performance of the works. 

Due to any of the above mentioned conditions, the contractor shall submit a 

request for extension of the contract period, along with evidence documents; after 

the employer’s review and mutual agreement of the parties, an extension period 

shall be specified and put into practice, and the time schedule for remaining works 

shall relatively be modified by the contractor, and the set of documents shall be 

attached to the contract. 

64.2. Decrease of the Contract Period 

All times and periods foreseen in the contract, may be decreased under the 

following conditions: 

64.2.1. Issue of a change order, subject of sub-article 49.4 (variations of the 

works) which causes a decrease in the contract period. 

64.2.2. The employer, considering the contractor’s facilities and capabilities, may 

request the contract completion ahead of the time schedule. In such case, 

the contractor, by reviewing the employer’s request and using the contract 

prices, shall prepare other necessary documents and submit his proposal 

based on possible additional charges and required facilities to the 

employer. 

64.2.3. After the employer and the contractor agreement on the decrease of the 

contract period, on the basis of sub-articles 64.2.1 and 64.2.2, a new date 

shall be set as the date for the contract completion. 

The contractor shall revise the time schedule for performance of the works 

subject of the contract, with respect to the new date and conditions of the 

contract completion, and shall submit for review and approval of the 

employer’s consultant. After the employer’s approval, the contractor is 

informed of the new time schedule; and other contract provisions for 

timely completion of the works shall be effective on the basis of the new 

date. In case the decrease in the contract period is not realised at the end of 

the agreed period subject of this sub-article, the agreed additional price of 



General Conditions for EPC Contracts  
 

3-62 

the contract shall be reduced proportionally, and the contractor shall not be 

liable to liquidated damages for delays on this account. 

Article 65  Suspension  

65.1 During the contract performance, the employer may issue an instruction to 

suspend all or a portion of the works in one time and maximum for 90 days. The 

commencement date of suspension shall be mentioned in the employer’s notice. 

After receiving the employer’s instruction, the contractor shall suspend the 

performance of such portion of the works and/ or all the works. Within 14 days 

before the end of such period, the contractor shall seek the employer’s final 

decision. Should within 14 days after receipt of the contractor’s request, the 

employer’s instruction for recommencement of the works be not issued, the 

contractor may demand the contract termination and/ or omit the suspended 

portion of the works, in such case, the actions to follow shall be in accordance 

with article 67. The suspension period may be extended by mutual agreement of 

the parties. 

65.2. The contractor shall be informed by the employer, of the works schedule, decision 

regarding semi-completed works, description of duties, necessary works and 

minimum machinery and individuals required during the suspension period, and 

the contractor shall follow such instructions. Among other things, the contractor 

shall safeguard the equipment and maintain them at site or any other place, and 

also protect the site and preserve the performed works in a secure condition. 

Regarding the equipment and materials under manufacturing at the time of such 

notice of suspension by the employer, the contractor shall take action with regard 

to their completion as per the employer’s instructions. 

65.3. Method of calculation of costs, incurred due to preservation of the works during 

the suspension period subject of sub-article 65.2, and other costs due to 

suspension is specified in the special conditions. 

65.4. In case the stoppage of the works is due to the contractor’s default in performing 

the works in accordance with the technical specifications and/ or safety 

regulations and also the unsuitable climatic conditions, and/ or a stoppage is 
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foreseen in the contract’s time schedule, then the case is not covered by the 

suspension subject of sub-articles 65.1 to 65.3. 

Article 66. Delays in Timely Completion of the Works 

The contractor shall perform the works, in accordance with the contract’s time 

schedule and its last updates. In case the works or main portions thereof have not 

been completed on the date specified in the contract’s time schedule, and/ or its 

last updates, the employer shall issue a notice to the contractor to complete the 

works within 14 days. During this period, the contractor shall take action to 

complete the works, and/ or by sending necessary documents, request an 

extension to the contract period in accordance with sub-article 64.1. In case the 

works are not completed during such period or the contractor’s reasons for 

extension being not acceptable by the employer, the contractor shall be bound to 

pay the liquidated damages towards the delays in the works in the amount set forth 

in the special conditions. The maximum amount of liquidated damages is also set 

forth in sub-article 5.4 of the agreement. Base date for calculation of the delays is 

the last update in accordance with sub-article 64.1 or 64.2. 

Should the contractor’s delays be more than what entitles the employer to collect 

the maximum liquidated damages specified in the agreement; the employer may 

dismiss the contractor with prior notice, in accordance with article 68. 

Article 67. Contract Termination at the Request of the Employer 

On his convenience, and without stating any reason, the employer may terminate 

the contract at any time before completion of the works. In such case, the 

contractor shall be notified through a notice, stating the contract’s termination 

date. In such notice, the status of the works, which their incompleteness under the 

conditions of the date that the notice is issued causes certain risks and/ or 

damages, shall be clearly determined. 

After receiving the mentioned notice, the following actions shall be taken: 

67.1. The contractor refrains from commencing any new works, except completing the 

unfinished works, as specified in the notice. He also carries out the safeguarding 

measures for previously performed works as determined by the employer. 
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67.2. Observing sub-article 67.1, the contractor shall stop all his contracts with the 

design engineers, the vendors and the subcontractors, except those contracts that 

the employer is willing to continue by transferring such contracts to the employer. 

Documents related to the supply of the materials and equipment, which within the 

framework of time schedule subject of sub-article 3.2.1 are in the process of 

purchase order to the manufacturers or the vendors and/ or are in other stages of 

purchase and transportation before arrival to the site as well as other documents 

related to the obligations of the contractor against the third parties and in relation 

to the contract, shall be delivered to the employer along with financial evidence 

documents. 

All the project’s materials and equipment, not used at the site of the civil and 

erection works, but transported to the site, shall be evaluated by the contractor in 

accordance with the measures of the contract and submitted to the employer along 

with the evidence documents and instruments. 

67.3. The employer shall finally take over the incomplete portions of the works in 

accordance with article 62, and shall provisionally take over the completed 

portions of the works, (for which the commissioning and performance tests are 

conducted successfully) in accordance with article 60. 

67.4. The contractor, in coordination with the employer, shall take action in 

demobilising of that portion of temporary installations at the site, not needed by 

the employer; and the portions, needed by the employer, shall be evaluated by the 

agreement between the parties and delivered to the employer along with the 

relevant documents and instruments. The contractor shall also clean the site from 

debris, surplus and non-usable materials, his own construction machinery and 

equipment. 

67.5. The contractor shall fully clear the accounts with his personnel at the site and shall 

terminate their work. 

67.6. The contractor shall deliver to the employer all drawings, technical specifications 

and all documents prepared by him, the design engineers, the vendors, or the 

subcontractors. 
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67.7. The contractor shall prepare the statement of the works performed by the date the 

contract termination was announced, and shall submit to the employer’s 

consultant. In such statement, the costs evaluated in sub-articles 67.2 and 67.4 

shall be stated as well.  

To such statement, the contractor shall attach the following documents: 

- Any necessary insurance policy for holding the employer harmless from and 

against the third parties’ claims, from the time of provisional acceptance 

onwards (for provisionally accepted portions) in accordance with the special 

conditions. 

- Documents indicating settlement of any claims, such as claim of the third 

parties’ ownership in relation to the works subject of the contract. Along with 

such documents, the contractor prepares an affidavit rejecting any right of 

possession and/ or having any debts in relation to the salaries and wages of 

personnel, purchase of technical know how, the materials and equipment, and 

other overdue payments, which may be directed towards the employer, and 

makes necessary agreements with beneficiaries concerning settlement of the 

claims and payment of debts of his own or the design engineers, the 

subcontractors and the vendors; and he shall submit the required guarantees in 

this respect to the employer. 

- Evidence documents relevant to the costs subject of sub-article 67.2 and 67.4. 

67.8. In case, in the employer consultant’s discretion, the statement and documents 

delivered by the contractor, subject of sub-article 67.7, are found acceptable, the 

acceptance of document’s sufficiency and acceptance of the statement for review 

shall be announced to the contractor within one month. Otherwise, within the 

previous deadline, the statement shall be returned together with the reasons for 

non acceptance of the statement for taking action regarding to completing the 

documents, and resubmitting the statement. After receiving a statement acceptable 

to the employer’s consultant, it shall be reviewed and approved within 15 days, 

and then within another 15 days, it shall be reviewed by the employer and the 

amount shall be paid after relevant deductions. 
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67.9. Upon approval of the amount of the final statement by the parties, the contractor 

waives any claim against the employer in relation with the contract, except for 

claims asserted before announcement of the contract’s notice of termination, the 

settlement of which is postponed to a later date by the parties. In case, within 15 

days after approval of the statement, the employer does not pay the contractor’s 

dues, in accordance with sub-article 53.8, the liquidated damages for delays in 

payment shall be payable to the contractor. 

67.10. The performance guarantee and the amounts of good performance retentions shall 

be released and reimbursed proportional to the portions of the works provisionally 

and finally accepted, and on the basis of article 14.  

Article 68. Dismissal of the Contractor 

68.1. Without prejudice to the other authorisations and rights of the employer, the 

occurrence of each of the following conditions may cause the dismissal of the 

contractor from all or a portion of the works subject of the contract. 

68.1.1. Continued default of the contractor in performance of the works subject of 

the contract, in accordance with technical documents of the contract, 

including, but not limited to the followings: 

- Default in timely performance of technical and engineering works, civil 

and erection works, and provision of necessary resources required for 

various parts of the works. 

- Default in timely supply of the materials and equipment, from the 

quantity or quality viewpoints. 

- Delays in commencement and completion of various portions of the 

works and delays in the time schedule of the works, considering article 

66. 

- Cessation of all or a portion of the works without justification or due to 

detention of the contractor’s properties by judicial courts. 

68.1.2. Material breach of or ignoring some provisions of the contract. 

68.1.3. Bankruptcy or dissolution of the contractor’s company causing stoppage 

and/ or slowdown of the works progress. 
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68.1.4. Assigning the contract to third parties. 

68.1.5. Continued default in payment of wages of personnel, considering sub-

article 27.6. 

68.2. In case, due to any of the above mentioned reasons, the employer intends to 

dismiss the contractor from all or portions of the works, he shall notify the 

contractor of circumstances indicating the facts, which he has invoked. 

Within seven days after receiving the notice, the contractor shall inform the 

employer in case he finds any reason for nonconformity of the employer’s opinion 

with the notified circumstances. In case within the specified period, no  response 

received from the contractor, or the employer rejects the presented reasons, the 

employer announces the contractor’s dismissal of all or a portion of the works, as 

the case may be, and without the need to approach judicial proceedings, acts as 

provided herein. 

68.2.1. The employer shall take over the executed works, workshops, temporary 

installations and buildings, materials and equipment available at the site 

warehouses or other places, the contractor’s construction machinery and 

any kind of available supplies at the site. 

The contractor, in coordination with the employer, shall take action in 

demobilisation of that portion of temporary installations at the site not 

needed by the employer; and the portions needed by the employer, shall be 

evaluated by the agreement between the parties and delivered to the 

employer along with the relevant documents and instruments. The 

contractor shall also clean the site from debris, surplus and non-usable 

materials, and his own construction equipment. The construction 

machinery of the contractor, needed by the employer for continuation of 

the works, shall remain at the site until the completion of the works. 

68.2.2. Upon prior notice by the employer, the contractor shall be present at the 

site within seven days, to make an inventory of the previously executed 

works and other equipment and installations mentioned in sub-article 

68.2.1 together with the employer. In case the contractor fails to be present 

on the assigned time, the employer, for securing evidence, takes direct 
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action in respect of the inventories in presence of a representative of the 

local court. 

68.2.3. Observing contents of the previous sub-articles, the contractor shall stop 

all his contracts with the design engineers, the vendors and the 

subcontractors, which the employer is not willing to continue with. He 

shall also transfer to the employer the documents and instruments related 

to the supply of equipment and materials within the framework of time 

schedule in accordance with sub-article 3.2.1, which are in the process of 

purchase order to the vendors, and/ or are in other stages of purchase and 

transportation before arrival to the site. He shall also deliver to the 

employer other documents related to his obligations against the third 

parties, and in relation to the contract along with evidence financial 

documents. 

68.2.4. The contractor shall deliver to the employer all drawings, technical 

specifications and document prepared by him, the design engineers, the 

vendors and subcontractors. 

68.2.5. After preparing the inventories, the following amounts shall be calculated: 

- Price of the works performed in accordance with the contract, until the 

time of the contractor’s dismissal. 

- Price of the materials and equipment delivered to the site supplied in 

accordance with the technical specifications of the contract. 

- Prices paid by the contractor for the portion of the equipment and 

materials, within the framework of the time schedule, prepared in 

accordance with sub-article 3.2.1, are in the process of purchase order to 

the manufacturers and the vendors or in other stages of procurement and 

transportation, before arriving to the site, documents of which are 

delivered to the employer. 

- The cost of temporary installations and workshops of the contractor, in 

case a portion of such cost is not taken into consideration in the 

calculation of direct cost of the works as described, and it is needed by 

the employer for continuation of the works. 
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68.2.6. The final statement of the executed works, until the time of the 

contractor’s dismissal, shall be prepared and balance of the amount of 

payments to the contractor shall be determined. 

In case such balance being positive, it shall be credited to the contractor’s 

account and in case being negative, it shall be debited to his account. The 

performance guarantee shall be extended by the contractor up to the date 

determined by the employer, and the amount of good performance 

retention or its equivalent guarantee shall remain with the employer, with 

due attention to article 12. 

68.2.7. By assigning the works to the other contractors and/ or other common  

procedures, the employer shall take action regarding  completing the 

works and shall record the costs for the works completion, considering the 

overhead expenses.  

Should the sum of the costs borne by the employer for completion of the 

works and the figure of final statement be less than the contract price, the 

balance shall be paid to the contractor and the contractor’s good 

performance retention and performance guarantee shall be released 

observing article 14. In such case the construction machinery, surplus 

materials and temporary installations are handed over to the contractor. 

Should the sum of the costs borne by the employer for completion of the 

works and the figure of final statement be more than the contract price, the 

deficit of the amount required for completion of the works shall be 

provided from the contractor’s dues including the performance guarantee 

and the good performance retentions. In case the contractor’s dues and 

guarantees are not adequate for this purpose and/ or the contractor’s 

account balance in the final statement being negative, the contractor shall 

reimburse the relevant balance to the employer. In case the contractor 

refuses to pay the debit, the employer collects his dues from other 

properties of the contractor observing current laws of the country.  
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Article 69. Contract Termination at the Request of the Contractor 

69.1. In the following cases, the contractor may request the employer to terminate the 

contract: 

69.1.1. Delays in payment of the advance payment and/ or approved statements by 

the employer, for a period of 90 days after the date foreseen in the 

contract. 

69.1.2. Delays in handing over of the land subject of article 40 by a period of 90 

days from the time foreseen in the contract, and/ or delay in handing over 

of a part of the land, which causes the stoppage in execution for more than 

25 percent of the contract price. 

69.1.3. Delay in performance of the works, and providing the facilities, materials 

and equipment undertaken by the employer subject of articles 46 and 47, 

in such a manner that for a period of 90 consecutive days the execution of 

at least 25 percent of the works quantity foreseen for these months, 

observing the provisions of article 47, not being possible for the 

contractor. 

69.1.4. Increase or decrease of the contract price by amounts more than 25 percent 

of initial contract price, in accordance with the last section of sub-article 

49.3. 

69.2. Within fifteen days after receiving the contractor’s request, the employer shall 

invite the contractor for negotiation and agreement on continuation of the works. 

In case within 14 days after the employer’s invitation and holding the first 

negotiation meeting, the parties do not reach an agreement on continuation of the 

works, the contract shall be terminated and the actions following such termination 

shall be put into practice on the basis of article 67. 

Article 70. Contract Termination Due to Force Majeure 

In case of occurrence of force majeure subject of article 73 and its continuation for 

a period of more than 180 days, the contract shall be terminated and the actions 

following such termination shall be performed on the basis of article 67. 
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RISKS AND RESPONSIBILITIES OF THE PARTIES OF THE CONTRACT 

Article 71. Employer’s Responsibilities in Accepting Risks  

Responsibilities of the employer in accepting risks are as specified herein below:  

71.1. Occurrence of force majeure as described in article 73.  

71.2. Operation and possession of all or a portion of the works by the employer, or third 

parties, and occurrence of risks not due to the contractor’s default.  

71.3. Error in drawings and technical documents prepared by the employer, or error in 

basic design data supplied to the contractor, and/ or delay in their delivery.   

71.4. Occurrence of losses incurred due to performance of portions of the works by the 

employer.  

71.5. Non performance of contractual obligations by the employer or the employer 

agents. 

71.6. Change in local laws and regulations causing material increase in cost or the 

period of works performance. 

Article 72. Contractor’s Responsibilities in Accepting Risks 

Responsibilities of the contractor in accepting risks, damages and losses include 

all responsibilities stated in the contract and acceptance of all kinds of risks, 

damages and losses, except what is specified as the employer’s responsibility in 

article 71. Following cases are among the risks accepted by the contractor:   

72.1. The contractor is responsible for protection of all or any portion of the works, 

from the commencement date of the works until the provisional acceptance date or 

the contract termination date subject of article 67. Responsibility of the contractor 

after this date shall be limited to rectification of deficiencies during the guarantee 

period, subject of article 61.  

72.2. Compensation for damages to the third parties and responsibility for claims: 

Responsibility for any damages incurred to the third parties, or their claims, in 

cases related to the subject of the contract, shall be borne by the contractor and he 

shall compensate for the damages and holding the employer harmless from and 

against such claims and damages.  
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72.3. In spite of transferring the title of the materials and equipment to the employer 

from the time of packing and/ or loading, the responsibility for preserving all 

equipment and materials, in accordance with sub-article 72.1 shall be borne by the 

contractor. 

Article 73. Force Majeure   

73.1. Force majeure means any circumstances beyond the control of the employer and 

the contractor, in spite of foreseeing necessary and reasonable  measures by the 

parties, which renders the continuation of the works impossible.  

Force majeure includes, but it is not limited to the following cases: 

73.1.1. War, whether declared or not, or occupation by foreigners.  

73.1.2. Rebellion, revolution, or military coup d'état or civil war. 

  73.1.3. Nuclear radiations or leakage of any radioactive and toxic materials.  

73.1.4. Labour general strikes, except cases solely limited to the contractor’s 

personnel.  

73.1.5. Outbreak of epidemic. 

73.1.6. Earthquake, flood and unusual inundations (considering the available 

statistics and despite forecasting necessary arrangements with respect to 

the existing information by the contractor, extensive and uncontrollable 

fires.  

73.2. Failure in performance of the contractual obligations by either party, due to 

occurrence of force majeure, shall not be deemed as default or breach of the 

contract. Moreover, neither party shall be responsible for damages incurred to the 

other party as a result of non performance and/ or delays in performance of his 

own obligations due to force majeure conditions.  

73.3. In case, in the opinion of either party, a force majeure has caused a break, 

rendering the performance of his contractual obligations impossible, he shall 

immediately notify the other party of such instance.  

73.4. The contractor shall make his utmost effort to complete the works which their 

abandonment under force majeure condition causes serious losses and also the 
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portions of the works not affected by the force majeure conditions, and shall take 

other necessary actions to move materials, goods and not erected equipment and 

construction machinery to safe and secure places. To expedite such task, the 

employer shall also make available to the contractor all his existing facilities, to 

the reasonable extent. 

In case the contractor bears additional costs in performance of such works, the 

relevant costs, after approval by the employer, shall be paid.  

73.5. In case damages incur to properties and the works as a result of occurrence of a 

force majeure, it shall be acted in the following order:  

73.5.1. In case the damages incurred to the works subject of the contract fall under 

the insurance subject of article 15, compensation for the damages to the 

employer as well as the costs of performed works by the contractor, which 

are not paid, shall be provided through insurance.  

73.5.2. In case the damages incurred to the works subject of the contract do not 

fall under insurance and/ or the insurance claims are not enough to 

compensate the damages, it shall be undertaken by the employer, provided 

that the contractor has performed his obligations in obtaining insurance 

policies in the order stated in articles 15 and 16.  

73.6. Compensation for damages incurred to the contractor’s machinery and tools shall 

be undertaken by the contractor. 

73.7. After the cessation of the force majeure conditions, the contractor shall commence 

the works immediately upon the employer’s notice.  

In this case, a reasonable extension shall be proposed by the contractor, which 

after review and approval by the employer, shall be granted to the contractor. 

Should the force majeure conditions continue for more than 180 days, the contract 

shall be terminated and the actions following such termination shall be performed 

in accordance with article 67.  

Article 74. Contractor’s Financial Liability  

74.1. The maximum liability of the contractor against the employer is equivalent to the 

amount specified in article 6 of the agreement.  
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74.2. Except the mentioned liquidated damages for delays in timely completion of the 

works, subject of article 66, neither party of the contract shall be responsible for 

any indirect damages such as loss of profit, not using and operating, not 

concluding new contracts and the like incurred by the other party. 
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 SETTLEMENT OF DISPUTES, LEGAL DOMICILE, GOVERNING LAW 

Article 75. Settlement of Disputes 

The parties shall make their utmost efforts, to settle amicably the disputes between 

them in relation with this contract.  

Any dispute arising due to this contract which can not be settled amicably 

between the parties shall be referred to a board consisting of the Minister’s 

representative or the highest authority of the employer’s organisation (in case of 

employers who are not affiliated to any of the Ministries) and representatives of 

the parties of the contract. In case no agreement regarding the dispute is reached, 

the case shall be settled in the competent courts of Iran.  

Article 76. Legal Domicile 

Legal domiciles of the employer and the contractor are those stated in the 

agreement. In case either party changes his legal address, he shall inform the other 

party of his new address at least 15 days before the date of such change. Until the 

new address is announced to the other party, the correspondence shall be sent to 

the previous address and it shall be deemed as received.  

Article 77. Laws and Regulations Governing the Contract 

Laws and regulations governing this contract are the laws and regulations of the 

Islamic Republic of Iran.   

 

Employer’s Representative  Contractor’s Representative  

Name  Name  

Signature  Signature  

  Seal  
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SPECIAL CONDITIONS OF THE CONTRACT 

These special conditions are to explain and supplement some articles of the general 

conditions, decisions on which are adjourned to the special conditions. Therefore, any 

conclusion and interpretation of different articles of these special conditions, 

independently and without considering the relevant article in the general conditions, shall 

not be valid. Article numbers, set forth in these special conditions are the same article and 

sub-article numbers related to the general conditions.  

Article 7.3.2. The list of technical references is as specified herein bellow: 

1) In the field of ………. Company/Mr. …………Address……………  

 2) ………………………………………………………………………. 

Article 10.  

The language of technical documents of the works shall be ……………….. 

The language of correspondence and other documents shall be …………. 

Article 13.1.  

The amount of performance guarantee is equivalent to………………..… 

Period of validity of performance guarantee is…………………….…… 

Article 14.3. The conditions for releasing the performance guarantee are specified 

herein below: 

 ………………………………………………………………………………

………………………………………………………………………………

……………………………………………………………………………… 

Article 15.3. The responsibility for providing the cost of insurance policies is specified 

herein below: 

1) Cost of insurance policies for ..………. shall be borne by ……… 

   2) …………………... …………………... ………     

Article 16.3. Period of validity of insurance policies is specified herein below: 

Insurance policy for …………………...shall be valid for 

…………………...  
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Article 18.1. The arrangement of collecting liquidated damages is specified herein 

below:  

 ………………………………………………………………………………

…………………………………………………………………… 

Article 25.3. The time for delivery of the as built drawings by the contractor to the 

employer is ………………….  

Article 28.2. Under the following conditions, the contractor shall be entitled to work 

outside the ordinary hours of the day and/ or the night. 

………………………………………………………………………………

………………………………………………………………….... 

Article 38.1. Method of coordination of the contractor with other contractors, or 

executive groups of the employer and his duties and responsibilities 

towards them are specified herein below:  

 ….......................................................................................................... 

Article 38.2. Other coordinations required beyond those stated in sub-article 38.1, shall 

be performed in the following manners: 

 …………………………………………………………………………..  

Article 38.3. Other contractors of the employer or executive groups of the 

 employer in the battery limit of the contractor are: 

………………………………………………………………………………

………………………………………………………………………………

………………………………………………………………   

Article 48.  

1) Responsibility of either party of the contract in payment of customs duties and 

charges for importing the materials and equipment subject of the contract are 

specified herein below:  

……………………………………………………………………………… 

2) The terms of payment of custom duties and charges for the contractor’s 

construction machinery and tools are as described below: 
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   ………………………………………………………………………………….. 

Article 52.8.8. The contract price includes, in addition to the listed costs in article 52, the 

compensation for the following costs:  

…………………………………………………………………………….

…………………...…………………...………………….....……… 

Article 53.7.1. Amount of good performance retentions for various portions of the works 

is specified herein below:  

 ………………………………………………………………………………

…………………………………………………………………… 

Article 53.8. For each 30 days delay in payment of the contractor’s statements, with 

respect to the agreed period in article 53.4 of the general conditions, the 

amount of …………………..,  shall be paid to the contractor to 

compensate the additional costs in such delayed period.   

Article 54.3.2. As compensation for the contractor’s overhead costs, for procurement and 

supply of the materials and equipment by provisional sum, ………. 

percent of actual price paid by the contractor, shall be repaid to him.  

Article 55. Exchange rate of foreign currency portion, and other regulations, related to 

its payment, is specified herein below:  

………………………………………………………………………………

………………………………………………………………………………

……………………………………………………………… 

Article 56.1.4. In case of early completion of the works, the employer pays the costs of 

expediting the works to the contractor, as specified herein below. 

 ………………………………………………………………………………

………………………………………………………………………………

………………………………………………………………………………

………………………………………………………......  

Article 56.1.5. (non-coverage of the contract by adjustment or the method of coverage of 

the contract by adjustment shall be stated) 
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………………………………………………………………………………………

………………………………………………………………………………………

……………………………………………………………………… 

Article 57.1.1. The contractor shall obtain and submit the following insurance policies for 

holding the employer harmless, from the date of provisional acceptance of 

the works by the employer, at his own cost and in the name of the 

employer:  

………………………………………………………………………………

…………………………………………………………………… 

Article 60.5. Deleted.  

Article 61.1. The guarantee period for rectification of deficiency of the works subject of 

the contract, after the provisional acceptance of the works is ….. days.  

Article 65.3. To compensate the costs incurred due to maintenance of the works during 

suspension period and other costs caused by, the following amounts shall 

be paid to the contractor by the employer:  

………………………………………………………………………………

…………………………………………………………………… 

Article 66. In case of the contractor’s delay in completion of the works or its main 

portions, in accordance with time schedule, the liquidated damages for 

delay shall be collected from the contractor as specified herein below:  

………………………………………………………………………………

………………………………………………………………………………

……………………………………………………………… 

Employer’s Representative Contractor’s Representative 

Name  Name

Signature Seal and Signature 




