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I herewith authorize CNAEC to translate FIDIC’ s publications (but not the publications as
edited by other organizations)into Chinese and publish them.

I agree with your statement, as part of the agreement, that you will:

a) provide FIDIC with 10 copies of the translation per document, and

b) make a statement on the inside cover of the translation that the translator takes full
responsibility for the accuracy of the translation and that in case of dispute, the original ver-

sion in English shall prevail.

Peter van der TOGT

Publications manager

(B3]

i, FERDETREANSE FIDIC 4 RYFRFOFHR(EE, A8
EHMARARE B HERY)

KEBEHRMOER, ENHA—F50, HRITH:
a) [n FIDIC RS 4 CHFFiF4A 10 4

b) fERAY R B R EF R RESMRE, WRAEF N,
LA TR A HE o

Wbk & # . Peter van der TOGT



FIDIC is the French acronym for the International Federation of Consuiting
Engineers.

IDIC was founded in 1913 by three national associations of consulting

engineers within Europe. The objectives of forming the federation were to
promote in common the professional interests of the member associations and to
disseminate information of interest to members of its component national
associations.

Today FIDIC membership numbers more than 60 countries from all parts of the
globe and the federation represents most of the private practice consulting
engineers in the world.

IDIC arranges seminars, conferences and other events in the furtherance of its

goals: maintenance of high ethical and professional standards; exchange of
views and information; discussion of problems of mutual concern among member
associations and representatives of the international financial institutions; and
development of the consulting engineering industry in developing countries.

IDIC publications include proceedings of various conferences and seminars,
information for consulting engineers, project owners and international
development agencies, standard pre-qualification forms, contract documents and
client/consultant agreements. They are available from the secretariat in Switzerlana.
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INTRODUCTORY NOTE TO FIRST EDITION

FIDIC's Red and Yellow Books (i.e. standard forms of contract for works of civil engineering
construction and for electrical and mechanical works) have been in widespread use for several
decades, and have been recognised - among other things - for their principles of balanced risk
sharing between the Employer and the Contractor. These risk sharing principles have been
beneficial for both parties, the Employer signing a contract at a lower price and only having further
costs when particular unusual risks actually eventuate, and the Contractor avoiding pricing such
risks which are not easy to evaluate. The principles of balanced risk sharing are continued in the
new "Construction" and "Plant and Design-Build" Books.

During recent years it has been noticed that much of the construction market requires a form of
contract where certainty of final price, and often of completion date, are of extreme importance.
Employers on such turnkey projects are willing to pay more - sometimes considerably more - for
their project if they can be more certain that the agreed final price will not be exceeded. Among
such projects can be found many projects financed by private funds, where the lenders require
greater certainty about a project's costs to the Employer than is allowed for under the allocation of
risks provided for by FIDIC's traditional forms of contracts. Often the construction project (the EPC
- Engineer, Procure, Construct - Gontract) is only one part of a complicated commercial venture,
and financial or other failure of this construction project will jeopardize the whole venture.

For such projects it is necessary for the Contractor to assume responsibility for a wider range of
risks than under the traditional Red and Yellow Books. To obtain increased certainty of the final
price, the Contractor is often asked to cover such risks as the occurrence of poor or unexpected
ground conditions, and that what is set out in the requirements prepared by the Employer actually
will result in the desired objective. If the Contractor is to carry such risks, the Employer obviously
must give him the time and opportunity to obtain and consider all relevant information before the
Contractor is asked to sign on a fixed contract price. The Employer must also realize that asking
responsible contractors to price such risks will increase the construction cost and result in some
projects not being commercially viable.

Even under such contracts the Employer does carry certain risks such as the risks of war, terrorism
and the like and the other risks of Force Majeure, and it is always possible, and sometimes
advisable, for the Parties to discuss other risk sharing arrangements before entering into the
Contract. In the case of BOT (Build-Operate-Transfer) type projects, which are normally negotiated
as a package, the allocation of risk provided for in the turnkey construction Contract negotiated
initially between the Sponsors and the EPC Contractor may need to be adjusted in order to take
into account the final allocation of all risks between the various contracts forming the total package.

Apart from the more recent and rapid development of privately financed projects demanding
contract terms ensuring increased certainty of price, time and performance, it has long been
apparent that many employers, particularly in the public sector, in a wide range of countries have
demanded similar contract terms, at least for turnkey contracts. They have often irreverently taken
the FIDIC Red or Yellow Books and altered the terms so that risks placed on the Employer in the
FIDIC Books have been transferred to the Contractor, thus effectively removing FIDIC's traditional
principles of balanced risk sharing. This need of many employers has not gone unnoticed, and
FIDIC has considered it better for all parties for this need to be openly recognised and regularised.
By providing a standard FIDIC form for use in such contracts, the Employer's requirements for more
risk to be taken by the Contractor are clearly stated. Thus the Employer does not have to attempt
to alter a standard form intended for another risk arrangement, and the Contractor is fully aware of
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the increased risks he must bear. Clearly the Contractor will rightly increase his tender price to
account for such extra risks.

This form for EPC/Turnkey Projects is thus intended to be suitable, not only for EPC Contracts
within @ BOT or similar type venture, but also for all the many projects, both large and smaller,
particularly E & M {Electrical and Mechanical) and other process plant projects, being carried out
around the world by all types of employers, often in a civil law environment, where the government
departments or private developers wish to implement their project on a fixed-price turnkey basis
and with a strictly two party approach.

Employers using this form must realise that the "Employer's Requirements” which they prepare
should describe the principle and basic design of the plant on a functional basis. The Tenderer
should then be permitted and required to verify all relevant information and data and make any
necessary investigations. He shall also carry out any necessary design and detaling of the specific
equipment and plant he is offering, allowing him to offer sclutions best suited to his equipment and
experience. Therefore the tendering procedure has to permit discussions between the Tenderer and
the Employer about technical matters and commercial conditions. All such matters, when agreed,
shall then form part of the signed Contract.

Thereafter the Contractor should be given freedom to carry out the work in his chosen manner,
provided the end result meets the performance criteria specified by the Employer. Conseguently,
the Employer should only exercise limited control over and should in general not interfere with the
Contractor's work. Clearly the Employer will wish to know and follow progress of the work and be
assured that the time programme is being followed. He will also wish to know that the work quality
is as specified, that third parties are not being disturbed, that performance tests are met, and
otherwise that the "Employer's Requirements" are being complied with.

A feature of this type of contract is that the Contractor has to prove the refiability and performance
of his plant and equipment. Therefore special attention is given to the "Tests on Completion®, which
often take place over a considerable time period, and Taking QOver shall take place only after
successful completion of these tests.

FIDIC recognizes that privately-financed projects are usually subject to more negotiation than
publicly-financed ones and that therefore changes are likely to have to be made in any standard
form of contract proposed for projects within a BOT or similar type venture. Among other things,
such form may need to be adapted to take account of the special, if not unique, characteristics of
each project, as well as the requirements of lenders and others providing financing. Nevertheless,
such changes do not do away with the need for a standard form.

These Conditions of Contract for EPC/Turnkey Projects are not suitable for use in the following
circumstances:

o If there is insufficient time or information for tenderers to scrutinise and check the Employer's
Requirements or for them to carry out their designs, risk assessruent studies and estimating
(taking particular account of Sub-Clauses 4.12 and 5.1).

0 If construction will involve substantial work underground or work in other areas which
tenderers cannot inspect.

o if the Employer intends to supervise closely or control the Contractor's work, or to review
most of the construction drawings.

0 If the amount of each interim payment is to be determined by an official or other intermediary.

FIDIC recommends that the Conditions of Contract for Plant and Design-Build be used in the above
circumstances for Works designed by (or on behalf of) the Contractor.
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FOREWORD

The Fédération Internationale des Ingénieurs-Conseils (FIDIC) published, in 1999, First
Editions of four new standard forms of contract:

Conditions of Contract for Construction,
which are recommended for building or engineering works designed by the
Employer or by his representative, the Engineer. Under the usual arrangements
for this type of contract, the Contractor constructs the works in accordance
with a design provided by the Employer. However, the works may include some
elements of Contractor-designed civil, mechanical, electrical and/or
construction works.

Conditions of Contract for Plant and Design-Build,
which are recommended for the provision of electrical and/or mechanical plant,
and for the design and execution of building or engineering works. Under the
usual arrangements for this type of contract, the Contractor designs and
provides, in accordance with the Employer’s requirements, plant and/or other
works; which may include any combination of civil, mechanical, electrical
and/or construction works.

Conditions of Contract for EPC/Turnkey Projects,

which may be suitable for the provision on a turnkey basis of a process or
power plant, of a factory or similar facility, or of an infrastructure project or other
type of development, where () a higher degree of certainty of final price and
time is required, and (i) the Contractor takes total responsibility for the design
and execution of the project, with little involvement of the Employer. Under the
usual arrangements for turnkey projects, the Contractor carries out all the
Engineering, Procurement and Construction (EPC): providing a fully-equipped
facility, ready for operation (at the "turn of the key"}.

Short Form of Contract,

which is recommended for building or engineering works of relatively small
capital value. Depending on the type of work and the circumstances, this form
may also be suitable for contracts of greater value, particularly for relatively
simple or repetitive work or work of short duration. Under the usual
arrangements for this type of contract, the Contractor constructs the works in
accordance with a design provided by the Employer or by his representative (if
any), but this form may also be suitable for a contract which includes, or whally
comprises, Contractor-designed civil, mechanical, electrical and/or
construction works.

The forms are recommended for general use where tenders are invited on an
international basis. Modifications may be required in some jurisdictions, particularly if
the Conditions are to be used on domestic contracts. FIDIC considers the official and
authentic texts to be the versions in the English language.

In the preparation of these Conditions of Contract for EPC/Turnkey Projects, it was
recognised that, while there are many sub-clauses which wilt be generally applicable,
there are some sub-clauses which must necessarily vary to take account of the



B &

EREHIRFRAS(FDIC EHW)I99 SRR T4 XF WA AHFAERKE —
R

(T4 RE&4%),

BEATHRESHARRIBW R ITHBARTIESE . XA SRAKWAELRK
ANE, HABHERBERERGN R ITHTIEET, EZIRTULL HAERE
FIFH LA, PR, AR (FOHAGRE LT L,

(EFRgMgit- BT EREH),

BEATEARE)ARETRERRPEARIBRNRIT SHT, THE
A EHAEL, PARHXBREIER, RitPREL 7 REM(GOHAT
B, TUAHELA, IR, aAFEOHANHETLE.

(B RBET(EPC)/ X FRTESRE£H),

TEHEATUZHAFRABE M IR RE. T REMURHE. AT HEN
EREMEABFELTRE. 2R FR, (FEHRLARMBPERNTHAAEKX
RENHIE, (I RARABTNENR TR TENLATRRT, BEMAK
b, XPRIBHEBEHARE, ARAWHTLTH R, KUk T(EPC), #
- EETEWEE, “RAHARH)NTE,

(HHaaRABER),
RERTHEAFRNYAARTIERE, RETRNAAMAKNRL, X

BRALTHAFABRANWAR, HHAREATHANEXEARNIRRIH
REHIE, AASANBEEEAR, ERAWERBRIRARR(WRA)RG
MR LRI, ERFBEALTERFASAL B HRAH RO LA
B, BEAREOHRIHER.

KBLFAKAEIREAE R AT EAY, EXLARFHEE, RAZEAT
EhAF AR, THEEREGH. FREAN, EX, HARWIREHR
XK

E%E$%&ﬁ%%ﬁlmmV§%%lﬁ%ﬂ)%#*%ﬂ;ﬁﬁ#%%%ﬂu
ﬁ%.ﬁﬁ%%%%%%%%i%@%ﬁ%%%,ﬁ$%§%&§o&M%ﬁﬂ

) )\



circumstances relevant to the particular contract. The sub-clauses which were
considered to be applicable to many (but not all) contracts have been included in the
General Conditions, in order to facilitate their incorporation into each contract.

The General Conditions and the Particular Conditions will together comprise the
Conditions of Contract governing the rights and obligations of the parties. It will be
necessary to prepare the Particular Conditions for each individual contract, and to
take account of those sub-clauses in the General Conditions which mention the
Particular Conditions.

For this publication, the General Conditions were prepared on the following basis:

{i) interim payments, in respect of the lump sum Contract Price, will be made as
work proceeds, and will typically be based on instalments specified in a
schedule;

(i) if the wording in the General Conditions necessitates further data which would
typically be prescribed by the Employer, then the sub-clause makes reference
to this data being contained in the Particular Conditions or in the Employer's
Reguirements;

(iii) where a sub-clause in the General Conditions deals with a matter on which
different contract terms are likely to be applicable for different contracts, the
principles applied in writing the sub-clause were:

(@)  users would find it more convenient if any provisions which they did not
wish to apply could simply be deleted or not invoked, than if additional
text had to be written (in the Particular Conditions) because the General
Conditions did not cover their requirements; or

b) in other cases, where the gpplication of (a) was thought to be
inappropriate, the sub-clause contains the provisions which were
considered applicable to most contracts.

For example, Sub-Clause 14.2 [Advance Payment] is included for convenience, not
because of any FIDIC policy in respect of advance payments. This Sub-Clause becomes
inapplicable (even if it is not deleted) it it is disregarded by not specifying the amount of
the advance. It should therefore be rnoted that some of the provisions contained in the
General Conditions may not be appropriate for an apparently-typical contract.

Further information on these aspects, example wording for other arrangements, and
other explanatory material and a check-list and example wording to assist in the
preparation of the Particular Conditions and the other tender documents, are
included within this publication as Guidance for the Preparation of the Particular
Conditions. Before incorporating any example wording, it must be checked to
ensure that it is wholly suitable for the particular circumstances; if not, it must be
amended.

Where example wording is amended, and in all cases where other amendments or
additions are made, care must be taken to ensure that no ambiguity is created, either
with the General Conditions or between the clauses in the Particular Conditions. It is
essential that all these drafiing tasks, and the entire preparation of the tender



