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State Management and Planning Organisation - Ministry of Oil

Agreement, Appendices, General Conditions and Special Conditions for

Engineering, Procurement, Construction (EPC) Contracts for Industrial

Works




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.

e WA 5B 53 Ve ONARTABE VY40 ojlad b ol ks " it oS sl
)‘A@JW\J)yLAJ\JJ‘J})J ‘_)ijbulﬁbc\ﬁﬁ wa d‘}a"“‘)tﬂ-’ C))j...o).} “’\"‘}3&“’\""“’;)'3‘

.)ﬁﬂ‘?&&é%&)uwe)\wé‘gszg

2 sl Osle

\WAY Sl

http://moamelat.net - wr bbr &

»



Contents

1. Agreement

2. Appendices

3. General Conditions
3.1. Definitions and Interpretations
3.2. Initial Measures
3.3. Contract Documents
3.4. Guarantees and Insurance Policies
3.5. The Contractor’s Obligations and Responsibilities
3.6. Coordination with Other Contractors
3.7. The Employer’s Obligations and Responsibilities
3.8. Variations of the Works
3.9. The Employer’s Consultant, Inspection and Quality Control of the Works
3.10. Payments to the Contractor, Variations to the Contract Price
3.11. Completion and Handing over Stages of the Works
3.12. Variations of the Contract Period, Delays, Suspension, Contract
Termination
3.13. Risks and Responsibilities of Parties of the Contract

3.14. Settlement of Disputes, Legal Domicile, Governing Law

4. Special Conditions



AGREEMENT




Agreement for EPC Contracts

AGREEMENT
This agreement is made on ......... , between.......oooooiiiiiiii , residing at
............................................................................................ , which in
this contract is called the employer, on the one part, and ........................o.. ,
registered under No.......... in the State Administration Registrar of Companies and
Industrial Ownership of Iran and under No............ ,inthecityof ............. , country of
............. and in this contract called the contractor residing at ...... ...........cooooiiii,

............................................................... 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
CONSIIUCLION OFf ... oot

LOCAEA At ettt

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.

3.2

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

currency:
- IR Rial amount: ...
- Foreign currency amount: ..............ooeveiiiiiniiininnennnnn..

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.

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

LS ettt et , 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
2. Appendix Two: Bill of quantities and unit price for the works and resources, in

contracts that a portion of price is calculated on the basis of price list including:
2.1.  Bill of quantities and unit prices for the works
2.2.  Price list for resources (manpower and machinery)

3. Appendix Three: Unit price list for the materials and omitted works and resources,
in lump sum contracts
3.1.  Unit price list for odditional and omitted works

3.2.  Price list for resources (manpower and machinery)

4. Appendix Four: Method of adjustment

5. Appendix Five: Payments
5.1.  Terms of payment

5.2.  Payments schedule
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7.2.  Form of performance guarantee
7.3.  Form of guarantee for reimbursement of good performance retention
7.4.  Form of letter of credit and relevant instructions

8. Appendix Eight: Responsibilities and authorities of the employer’s consultant

0. Appendix Nine: Commissioning and Performance tests

9.1.  Responsibilities and duties of the contractor and the employer

2-1
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10.

11.

12.

13.

9.2.  Regulations for achieving acceptable performance conditions and
consumption levels
9.3. Cases of not achieving the full performance regulations and consumption

levels, obligations of the contractor and authorities of the employer

Appendix Ten: Description of the works undertaken by the contractor

10.1.  Scope of the works and supply of the materials and equipment undertaken
by the contractor

10.2  Portions of technical, execution services, materials and equipment to be

supplied from within the country

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

commissioning period and .... years of operation period

Appendix Twelve: Transfer of technology and training of the employer’s

personnel by the contractor

12.1. Transfer of technology

12.2. Training of the employer’s personnel

Appendix Thirteen: The employer’s undertakings in handing over of the site,

materials and equipment supply and performance of the works

13.1.  Scope of the works and supply of materials and equipment undertaken by
the employer, up to pre-commissioning stage

13.2.  Scope of the works and obligations of the employer during commissioning
stage (providing food, facilities such as water, electricity, gas and ....
(utility), chemicals and .....)

13.3. Time schedule of employer’s obligations, subject of sub-articles 13.1 and

13.2

14. Appendix Fourteen: Master time schedule for performing the works

15.

16.

Appendix Fifteen: Vendors and subcontractors list

Appendix Sixteen: Licence and terms of licence transfer
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17.  Appendix Seventeen: Provisional sum items of the works, services, supply of

materials and equipment to be provided by the contractor

18.  Appendix Eighteen: Technical documents of the contract
18.1. Basic technical documents
18.1.1. Codes and standards
18.1.2. Design criteria
18.1.3. Technical specifications
18.1.4. Drawings and other technical documents of the contract
18.1.5. List of software required by the employer
18.2. Technical documents prepared by the contractor during performance of the
works approved by the employer or sent for his information
18.2.1. Separate list of drawings and other technical documents, for
obtaining approval or for information of the employer, number of
copies and the language of technical documents
18.2.2. Drawings and other technical documents, being gradually prepared

by the contractor

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

1.1.

1.2.

1.3.

1.4.

L.5.

1.6.

1.7.

1.8.

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.

“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.

“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.

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

conditions, governing the contract.

“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.

“appendix” means the supplementary set of specifications and documents,
prepared exclusively for this contract, as a supplement to the articles of the

contract.

“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.

“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”.

“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.



General Conditions for EPC Contracts

1.9.

1.10.

1.12.

1.13

1.14.

1.15.

1.16.

“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.

“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.

“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”.

“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”.

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

registered in the name of the “licensee”.

“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.

“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.

“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.

1.18.

1.19.

1.20.

1.21.

1.22.

1.23.

1.24.

1.25.

1.26.

“project” means a complete operational set of the works consisting of all or parts

of the subject of the contract.

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

vary on the basis of article 56.

“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.

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

“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.

“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.

“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.

“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.

“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.

1.28.

1.29.

1.30.

1.31.

1.32.

1.33.

1.34.

1.35.

“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.

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

in general whatever consumed for the works and remained there.

“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.

“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.

“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.

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

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

“commissioning” means performance of the works, required for the subject
contract to become operational after mechanical completion, in accordance with

article 59.

“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.

“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.

2.2.

2.3.

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.

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

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

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.
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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 submi