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Shipyard Subcontract Agreement: Sample Template
Editable sample agreement between a shipyard and a subcontractor for one work package (steel, piping, electrical, insulation, painting, scaffolding, machinery installation), with lump sum, unit rate and man-hour options, flow-down from the main contract and drafting notes. Not legal advice.

	Important: sample template, not legal advice
This is a sample template published by project2-me.com for planning and training purposes. It is not legal advice and has not been prepared for any particular yard, project or jurisdiction.
A subcontract sits under a main contract with the shipowner and must work with it: notice periods, change procedures, guarantee periods and delay damages all have to fit inside the main contract. Have the final text reviewed by a lawyer experienced in maritime or construction contracts before signature, and check labour, health and safety and tax rules at the place of work with local advisers.
This template does not replace any published standard form or a yard’s own purchasing and subcontract terms. Construction subcontract forms, such as the FIDIC Conditions of Subcontract for Construction or the NEC Engineering and Construction Subcontract, deal with many of the same questions; none of their wording, numbering or structure is used here. The text is written from scratch to show how the usual mechanisms fit together in a shipyard.
No figure in this template is a recommendation. Every rate, percentage, period and amount is left blank for the parties to negotiate.



How to use this template
•	Fields in brackets and highlighted, such as [SUBCONTRACTOR NAME] or [NUMBER] Working Days, must be completed or deleted.
•	Where alternatives are offered as [Option A] / [Option B] / [Option C], keep one and delete the others. The price options in Clause 7 can be combined, for example a lump sum for the defined scope and unit rates for growth.
•	Drafting notes, in grey italics, explain what to watch for. Delete all drafting notes and this cover page before the agreement is issued for signature.
•	Set every notice period and response time shorter than the matching period in the main contract, so that the yard can pass information on in time. Check every cross reference after clauses are added or removed; numbering is typed, not automatic.
•	Before using the template, work through the jurisdiction checklist that follows the contents with a lawyer qualified in the governing law.
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Before you use this template in your jurisdiction
This template is not written for any one country. The parties choose the governing law and the forum, and the rules of the place where the work is done still apply. The points below are where national law most often overrides, limits or adds to a contract term. Ask a lawyer qualified in the governing law, and in the law of the place of work if different, to check each point before the template is used.
Points for any contract
□	Governing law and forum. Is the chosen law and forum valid for these parties? If arbitration is chosen, can an award be enforced in the country where the other party has assets?
□	Mandatory local rules. Which rules of the place of work on employment, health and safety, environment, customs and permits apply whatever law the contract chooses?
□	Agreed damages. Can a court reduce or refuse delay damages or a penalty it finds excessive, and must the rate be a genuine estimate of loss?
□	Limits of liability. Which liabilities cannot be excluded or capped, for example for intent, gross negligence, death or personal injury, or breach of statutory duties?
□	Payment terms. Do local rules fix maximum payment periods, statutory interest on late payment, or limits on retention and on conditional payment clauses?
□	Guarantees and security. What form must a bank guarantee or other security take to be enforceable, and are there local banking or exchange control rules?
□	Tax. VAT or sales tax on the price, withholding tax on payments to foreign parties, and any stamp duty or registration charge on the signed contract.
□	Form and language. Must the contract be in the local language, signed by registered signatories, notarised or registered to be valid or enforceable?
□	Insurance. Which insurances are compulsory locally, and must they be placed with local insurers?
□	Sanctions and export controls. Do sanctions or export rules affect a party, the vessel, the equipment or the payment route?

Points for this type of contract
□	Liability for workers. Is the yard jointly liable for unpaid wages, social security or illegal employment by the subcontractor or its own subcontractors?
□	Work permits. What permits, registrations and notifications are required for foreign workers?
□	Shared site safety. What coordination duties does local law place on several employers working in the same yard or vessel?
□	Subcontracting chains and payment. Are chains of subcontracting restricted, and are conditional (pay-when-paid) payment clauses limited?

Delete this page, with the cover page and the drafting notes, before the contract is issued for signature.


SHIPYARD SUBCONTRACT AGREEMENT
for work package [PACKAGE NUMBER AND TITLE] on hull [HULL NUMBER] / [VESSEL NAME]
This Subcontract is made on [DATE] between:
(1)	[YARD COMPANY NAME], a company incorporated in [COUNTRY] with its registered office at [ADDRESS] (the “Yard”); and
(2)	[SUBCONTRACTOR NAME], a company incorporated in [COUNTRY] with its registered office at [ADDRESS] (the “Subcontractor”).
Background
(A)	The Yard has entered into the Main Contract with the Owner for the Vessel.
(B)	The Yard wishes to subcontract the Work, and the Subcontractor has submitted its offer No. [NUMBER] dated [DATE].
(C)	The parties have agreed the terms on which the Subcontractor will carry out the Work.
The parties agree as follows:
1.	Definitions and interpretation
1.1	In this Subcontract the following words have the meanings given below:
(a)	“Applicable Regulations” means the rules of the Classification Society, the requirements of the Flag State and the laws and regulations that apply to the Vessel or to the Work under the Main Contract.
(b)	“Change Instruction” means a written instruction issued under Clause 13 in the form of Schedule F.
(c)	“Classification Society” means [CLASSIFICATION SOCIETY]. “Flag State” means [FLAG STATE].
(d)	“Completion” means completion of the Work as described in Clause 22, and “Completion Certificate” means the certificate in the form of Schedule G.
(e)	“Defects Period” has the meaning given in Clause 20.1.
(f)	“Free-Issue Materials” means the materials and equipment supplied by the Yard for incorporation into the Work, as listed in Schedule A.
(g)	“Main Contract” means the contract dated [DATE] between the Yard and the Owner for the [construction / repair / conversion] of the Vessel, as amended from time to time.
(h)	“Main Contract Delay Damages” means liquidated damages, price reductions or other sums for delay that the Yard becomes liable to pay or allow to the Owner under the Main Contract.
(i)	“Milestone” means each event listed in Schedule D, and “Milestone Date” means the date stated for it, as extended under this Subcontract.
(j)	“Owner” means [OWNER NAME], the Yard’s counterparty under the Main Contract (called the “Buyer” in a newbuilding contract).
(k)	“Owner’s Representatives” means the Owner’s site team, superintendents and any other person appointed by the Owner under the Main Contract to inspect the Vessel or witness tests.
(l)	“Price Schedule” means the prices, breakdown and rates in Schedule B.
(m)	“Programme” means the Subcontractor’s programme for the Work prepared under Clause 9.
(n)	“Site” means the Yard’s premises at [YARD NAME AND ADDRESS], including the Vessel, her blocks and modules, workshops and the areas allocated to the Subcontractor, [and OTHER LOCATIONS].
(o)	“Subcontract” means this agreement including its Schedules, as amended by Change Instructions.
(p)	“Subcontract Price” means the price for the Work calculated under Clause 7.
(q)	“Vessel” means the vessel described in Clause 2.
(r)	“Work” means the work described in the Work Package Description, together with all Change Instructions, and includes everything that is necessary for the Work although not expressly described.
(s)	“Work Package Description” means the description of the Work, its boundaries, interfaces and exclusions in Schedule A.
(t)	“Working Day” means a day other than [DAYS OF REST AND PUBLIC HOLIDAYS AT THE YARD].
(u)	“Yard Master Schedule” means the Yard’s overall production schedule for the Vessel, as updated by the Yard from time to time.
(v)	“Yard Rules” means the Yard’s safety, security, environmental and site rules, including those summarised in Schedule E, as issued to the Subcontractor and updated from time to time.
(w)	“Yard’s Representative” means the person appointed under Clause 12.1.
1.2	Headings are for convenience only. “Including” means including without limitation. “Days” means calendar days unless Working Days are stated. Times are local time at the Site.
2.	Parties, Main Contract and Vessel
2.1	The Vessel is:
	Hull number / name / IMO number
	[HULL NUMBER] / [VESSEL NAME] / [IMO NUMBER, IF ASSIGNED]

	Type and main dimensions
	[TYPE] / [LENGTH, BREADTH, DEPTH]

	Classification Society / notation
	[CLASSIFICATION SOCIETY] / [NOTATION]

	Flag State
	[FLAG STATE]

	Main Contract
	[NEWBUILDING / REPAIR / CONVERSION] contract dated [DATE] with the Owner

	Work package
	[PACKAGE NUMBER AND TITLE, FOR EXAMPLE BLOCKS 101 TO 124 STEEL, OR ENGINE ROOM PIPING]



2.2	The Yard appoints the Subcontractor to carry out the Work at the Site for the Subcontract Price, and the Subcontractor accepts the appointment on the terms of this Subcontract.
2.3	The Subcontractor confirms that before signature it has examined the Work Package Description, the drawings listed in it, the Site and the access to the work areas, and the provisions of the Main Contract made available to it under Clause 3.1, and that the Subcontract Price allows for everything needed to complete the Work in accordance with this Subcontract.
2.4	The Subcontractor is an independent contractor. Nothing in this Subcontract makes it an agent or partner of the Yard, and the Subcontractor’s personnel remain its own employees or workers.
3.	Relationship with the Main Contract
3.1	The Yard has given the Subcontractor a copy of the provisions of the Main Contract listed in Schedule A. The Yard may remove the price, payment and other commercial terms that do not concern the Work.
3.2	The Main Contract obligations that apply to the Work are passed down to the Subcontractor as follows:
[Option A] Listed provisions. Only the provisions marked “flowed down” in the table below apply. Each applies to the Work between the Yard and the Subcontractor as if the Yard were the Owner and the Subcontractor were the builder or repairer, with the changes stated in the table.
[Option B] General back-to-back. The Subcontractor shall perform the Work so that the Yard can meet all of its obligations under the Main Contract that relate to the Work, and assumes towards the Yard the same obligations as the Yard has towards the Owner in respect of the Work, except for the price, payment, security and [OTHER EXCLUDED] provisions of the Main Contract.
	Main Contract provision
	Main Contract clause
	Flowed down
	Changes for this Subcontract

	Specification and plans, for the parts that describe the Work
	[CLAUSE]
	[YES / NO]
	[NONE / DESCRIBE]

	Applicable Regulations and class approval of the Work
	[CLAUSE]
	[YES / NO]
	

	Makers list, for items the Subcontractor procures
	[CLAUSE]
	[YES / NO]
	

	Inspection and test plan, notice of tests and inspections
	[CLAUSE]
	[YES / NO]
	Notice to the Yard, not to the Owner

	Access of the Owner’s Representatives and class surveyors
	[CLAUSE]
	[YES / NO]
	

	Changes in Applicable Regulations
	[CLAUSE]
	[YES / NO]
	Handled as a Change Instruction

	Guarantee of quality
	[CLAUSE]
	[YES / NO]
	See Clause 20.1

	Confidentiality and intellectual property
	[CLAUSE]
	[YES / NO]
	

	Delay damages
	[CLAUSE]
	Only as Clause 16
	Subject to the cap in Clause 15.2

	[OTHER]
	[CLAUSE]
	[YES / NO]
	



Drafting note: Option B is short to write but hard to live with: the Subcontractor takes on obligations in a document it may not have seen in full, and a disputed clause then has to be read twice, once for each contract. Option A takes longer to prepare but each party knows exactly what passes down. If the Main Contract follows our newbuilding template (TPL-CON-01), the matching terms are Variation Order, Permissible Delay, Site Team and Guarantee Period; in our repair template (TPL-CON-02) they are Work Order, Owner’s Representative and the guarantee clause.
3.3	The Owner’s Representatives and the Classification Society’s surveyors may inspect the Work and witness tests at any reasonable time, and the Subcontractor shall give them the same cooperation as the Yard must give under the Main Contract. Their comments and rejections reach the Subcontractor through the Yard.
3.4	The Subcontractor shall not accept instructions, changes or approvals directly from the Owner, the Owner’s Representatives or the Classification Society, except for safety instructions. It shall report any such direct instruction to the Yard’s Representative within [NUMBER] hours. Work done on a direct instruction without a Change Instruction is at the Subcontractor’s risk.
3.5	There is no contract between the Subcontractor and the Owner. The Subcontractor has no claim against the Owner under this Subcontract, [and shall, if the Main Contract requires it, give the Owner a direct warranty in the form of ANNEX].
3.6	Where this Subcontract sets a period for a notice, quotation, reply or claim by the Subcontractor, the period is chosen so that the Yard can comply with the matching period in the Main Contract. If the Yard loses a right against the Owner because the Subcontractor gave late or incomplete information, the Subcontractor loses the matching right under this Subcontract to the same extent.
Drafting note: A back-to-back subcontract works only if every subcontract period sits inside the main contract period, with time for the Yard to collate and forward. Compare in particular: notice of delay events, quotations for changes, test notice periods, defect notification and the guarantee period.
4.	Subcontract documents and order of precedence
4.1	If the documents forming this Subcontract are inconsistent, they take priority in the following order: this document, Change Instructions (a later one before an earlier one), the Work Package Description, the Price Schedule, the Measurement and Payment Procedure, the other Schedules, and the Subcontractor’s offer No. [NUMBER] dated [DATE] to the extent incorporated.
4.2	The Subcontractor’s general terms and conditions, including those printed on its offer, delivery notes or invoices, do not apply.
4.3	Where the Work Package Description refers to drawings, the revision listed in Schedule A applies. Later revisions are issued as Change Instructions where they change the scope, quantity or sequence of the Work.
Drafting note: Drawing revisions are the most common hidden change in a work package. Keep a drawing register in the Work Package Description and decide in advance which revisions are “for information” and which change the price.
5.	Scope of the Work, interfaces and exclusions
5.1	The Subcontractor shall carry out the Work described in the Work Package Description in a good and workmanlike manner, in accordance with the drawings, the Applicable Regulations and the standards of quality stated in it, with competent personnel and with due diligence.
5.2	The Work Package Description sets out the physical boundaries of the Work (for example blocks, zones, decks, systems or compartments), the start and end points of each system, and the interface list showing which party does each item of work at a boundary with another trade or party.
5.3	Work at an interface that is not allocated in the interface list shall be carried out by the Subcontractor if it is customary for its trade and necessary for the Work, and otherwise by the Yard or by whom it directs, without change to the Subcontract Price unless a Change Instruction is issued.
5.4	The following are excluded from the Work unless the Work Package Description states otherwise: design and class approval of drawings issued by the Yard, supply of Free-Issue Materials, the work of other trades shown in the interface list, [and OTHER EXCLUSIONS].
5.5	The Subcontractor shall check the drawings and information it receives and notify the Yard in writing within [NUMBER] Working Days after receipt of any error, omission or conflict it finds. It shall not proceed with the affected work until the Yard has answered, except where the Yard instructs otherwise.
5.6	The Subcontractor shall protect finished work, other trades’ work and the Vessel’s equipment in its work areas against damage from its operations, including weld spatter, grinding dust, overspray and hot work. Damage it causes shall be repaired at its cost or back-charged under Clause 6.5.
Drafting note: Interfaces cause most disputes between trades: cutting and sleeving of penetrations, foundations and supports, insulation pins, touch-up of coating burnt by later hot work, removal and refitting of staging. Put each in the interface list with a named party and a required date, and use the same list for every subcontractor on the hull.
6.	Yard’s supplies and Subcontractor’s supplies
6.1	Unless the Work Package Description states otherwise, the parties supply the following free of charge to each other:
	Item
	Supplied by
	Notes

	Steel plates and profiles, pipes, fittings, cables, insulation, paint (Free-Issue Materials)
	[YARD / SUBCONTRACTOR]
	List in Schedule A

	Electric power, compressed air, water
	[YARD / SUBCONTRACTOR]
	Connection points: [LOCATION]

	Welding and cutting gases
	[YARD / SUBCONTRACTOR]
	

	Cranes and lifting with operators
	[YARD / SUBCONTRACTOR]
	Booking procedure: [DESCRIBE]

	Scaffolding and access, erected and inspected
	[YARD / SUBCONTRACTOR]
	Unless the Work is scaffolding

	Temporary lighting and ventilation
	[YARD / SUBCONTRACTOR]
	

	Gas-free testing and certificates
	[YARD / SUBCONTRACTOR]
	

	Storage area and secure containers
	[YARD / SUBCONTRACTOR]
	Area: [SIZE AND LOCATION]

	Site office, changing rooms and welfare facilities
	[YARD / SUBCONTRACTOR]
	

	Hand tools, power tools, welding machines
	[SUBCONTRACTOR]
	

	Consumables (electrodes, wire, grinding discs, brushes)
	[SUBCONTRACTOR / YARD]
	

	Personal protective equipment
	[SUBCONTRACTOR]
	To the standard in the Yard Rules

	Transport, accommodation and meals of personnel
	[SUBCONTRACTOR]
	



6.2	Free-Issue Materials shall be issued against a signed material requisition. The Subcontractor shall inspect them on receipt and report any shortage or visible defect within [NUMBER] Working Days. It is responsible for their safekeeping after issue and shall return surplus and reusable offcuts to the Yard’s store.
6.3	The Subcontractor shall keep a material reconciliation for the Work. Consumption above the quantity shown on the drawings plus a wastage allowance of [PERCENTAGE] percent shall be charged to the Subcontractor at [the Yard’s purchase cost plus PERCENTAGE percent / the rates in the Price Schedule], unless caused by a Change Instruction or by defective Free-Issue Materials.
6.4	Late issue of Free-Issue Materials, cranes, staging or access by the Yard entitles the Subcontractor to an extension of time under Clause 14 and, where it causes standing time, payment under Clause 13.4.
6.5	Services used by the Subcontractor beyond what this Subcontract provides, and costs the Yard incurs because the Subcontractor fails to perform (such as cleaning, repair of damage or rework by others), may be charged to the Subcontractor at the rates in the Price Schedule or at cost plus [PERCENTAGE] percent, after written notice with details.
7.	Subcontract Price
7.1	The Subcontract Price is calculated on the following basis (keep one option, or state for each part of the Work which option applies in the Price Schedule):
[Option A] Lump sum. A fixed price of [CURRENCY] [AMOUNT] for the Work, broken down in the Price Schedule. The breakdown is used to measure progress and value deletions; it does not make the lump sum remeasurable.
[Option B] Unit rates. The quantities of Work actually and properly carried out, measured under Clause 7.3, multiplied by the unit rates in the Price Schedule (for example per kilogram of steel fabricated or erected, per metre of pipe by nominal diameter and material, per metre of cable by size group, per square metre of insulation or of coating per coat, per cubic metre of scaffolding). The estimated quantities in the Price Schedule are for information only.
[Option C] Man-hour rates. The man-hours actually and properly worked on the Work, recorded under Clause 7.4, multiplied by the hourly rates for each category in the Price Schedule, [subject to a not-to-exceed amount of CURRENCY AMOUNT, above which further hours are paid only if authorised by a Change Instruction].
Drafting note: Each option puts a different risk on the Subcontractor. Under a lump sum it carries quantity and productivity risk, so the drawings must be mature at signature. Under unit rates it carries productivity risk and the Yard carries quantity risk; the weight or length basis must be agreed in advance. Under man-hour rates the Yard carries both, and needs daily supervision of attendance and output. A common mix is a lump sum for the defined scope with unit or man-hour rates for growth and Change Instructions.
7.2	The rates and prices include all labour, supervision, tools, equipment, consumables, personal protective equipment, transport, accommodation, insurance, overheads and profit, and everything else needed for the Work, except the items the Yard supplies under Clause 6.
7.3	Quantities for unit-rate Work shall be measured in accordance with the Measurement and Payment Procedure in Schedule C. Measurement shall be carried out jointly by the Yard’s Representative and the Subcontractor’s site manager and recorded on measurement sheets signed by both [weekly / at each payment cut-off]. A party that does not attend after reasonable notice is bound by the measurement of the other.
7.4	For man-hour Work, the Subcontractor shall submit daily timesheets showing the names, categories, hours and work location or job number of each person, for signature by the Yard’s Representative on the following Working Day. Hours not recorded on signed timesheets are not payable, except where the Yard’s Representative unreasonably refused to sign.
7.5	Overtime, night and holiday rates apply only when the Yard has ordered the overtime in writing. Overtime worked to recover the Subcontractor’s own delay is at the Subcontractor’s cost.
7.6	Prices are in [CURRENCY], [fixed for the duration of the Work / adjusted on DATE by INDEX OR FORMULA], and are [exclusive / inclusive] of value added tax and similar taxes.
8.	Progress measurement and payment
8.1	For lump-sum Work, progress shall be measured against the breakdown and the rules of credit in Schedule C. A step earns credit only when it is complete and, where the inspection and test plan requires, accepted.
Drafting note: Rules of credit (for example fabricated, fitted, welded, inspected) turn physical progress into money. Keep them identical to the steps the Yard uses for its own earned value measurement, so that the payment record and the progress record of the hull agree.
8.2	By the [DAY] of each [month / second week] (the cut-off date) the Subcontractor shall submit a payment application showing the value of Work done to the cut-off date, supported by the signed measurement sheets, timesheets and progress records listed in Schedule C, less previous payments, retention and deductions.
8.3	Within [NUMBER] Working Days after receiving the application, the Yard shall issue a payment certificate stating the amount it considers due and the reasons for any difference. The Subcontractor shall then invoice the certified amount, and the Yard shall pay it within [NUMBER] days after receipt of a correct invoice.
8.4	Payment is:
[Option A] not conditional on the Yard receiving payment from the Owner; or
[Option B] due on the later of the date in this Clause and [NUMBER] days after the Yard receives the Main Contract instalment that covers the Work, but in any case not later than [NUMBER] days after the date in this Clause.
Drafting note: Payment conditional on the main contractor being paid is restricted or ineffective under the law of some countries for some types of work, so check Option B with counsel. Under a milestone-paid newbuilding contract the Yard may receive cash months after the Subcontractor has done the Work; if the Subcontractor cannot fund its payroll in the gap, the result is usually lost manpower on the hull.
8.5	The Yard shall retain [PERCENTAGE] percent of the value of each payment until the total retention reaches [PERCENTAGE] percent of the Subcontract Price.
8.6	The retention shall be released as follows: [PERCENTAGE] percent of it within [NUMBER] days after the Completion Certificate, and the balance within [NUMBER] days after [the end of the Defects Period / delivery of the Vessel under the Main Contract], less any amounts due from the Subcontractor under this Subcontract.
[Option A] Retention is held as cash.
[Option B] The Subcontractor may replace the cash retention by an on-demand retention guarantee from a bank acceptable to the Yard, in the form of [ANNEX], valid until [DATE OR EVENT].
8.7	The Yard may deduct from any payment the amounts due to it from the Subcontractor under this Subcontract, including back-charges under Clause 6.5 and liquidated damages under Clause 15, by giving written notice of the amount and the grounds not later than [NUMBER] days before the payment is due.
8.8	A payment or certificate is not acceptance of the Work and does not waive any right. Measurements and valuations may be corrected in a later certificate.
8.9	Within [NUMBER] days after the Completion Certificate the Subcontractor shall submit its final account, including all claims it intends to make. Claims not included in the final account are waived, except claims under Clause 20.1.
9.	Programme, planning and reporting
9.1	The Subcontractor shall carry out the Work so as to meet the Milestone Dates in Schedule D and in the sequence required by the Yard Master Schedule.
9.2	Within [NUMBER] Working Days after signature the Subcontractor shall submit a Programme for the Work, at the level of detail stated in Schedule D, showing its planned manpower by trade and week. The Programme shall be consistent with the Yard Master Schedule, and the Yard may require changes where it is not.
9.3	At the weekly coordination meeting the Subcontractor shall present a look-ahead plan for the next [NUMBER] weeks, listing the work areas, materials, cranes, staging, inspections and permits it needs, so that the Yard can plan access and supplies. The Yard shall confirm the work areas and supplies it will make available.
9.4	Every [DAY] the Subcontractor shall submit a weekly report showing at least: progress against the Programme and the Milestones, quantities completed, manpower on Site by category, open inspection items and non-conformities, safety incidents, Change Instructions requested and pending, and the issues that threaten a Milestone.
9.5	The Yard may change the sequence of work areas or the priority of parts of the Work to suit the Yard Master Schedule. A change that affects the Subcontractor’s cost or time beyond normal coordination is a Change Instruction under Clause 13.
9.6	If the Subcontractor falls behind the Programme for reasons for which it is responsible, it shall, on the Yard’s request, submit and carry out a recovery plan, including additional manpower or shifts, at its own cost.
9.7	If the Yard instructs the Subcontractor to accelerate to meet a date earlier than that to which it is entitled, the acceleration is a Change Instruction.
Drafting note: The weekly look-ahead is where a subcontract is actually managed. A subcontractor that cannot get into a block because the previous trade is late will soon claim standing time; the record of what was promised and what was available, week by week, decides those claims.
10.	Quality, inspection and testing
10.1	The Subcontractor shall operate a quality system appropriate to the Work [certified to STANDARD, IF REQUIRED] and comply with the Yard’s quality procedures listed in the Work Package Description.
10.2	The Subcontractor shall carry out the inspections and tests in the Yard’s inspection and test plan for the Work (the ITP). Before starting, the parties shall agree which ITP items are hold points (work may not proceed until the inspection is passed and signed), witness points (the inspector is notified and may attend) and review points (records only) for the Yard, the Owner and the Classification Society.
10.3	The Subcontractor shall request each inspection from the Yard’s quality department at least [NUMBER] hours before it is due. The Yard calls the Owner’s Representatives and the Classification Society. The Subcontractor shall not cover up or proceed past a hold point before it has been released.
10.4	Welding shall be performed only by welders holding valid qualifications for the process, position and material, accepted by the Classification Society where required, and only to welding procedure specifications approved for the Work. The Subcontractor shall keep a register of its welders and their qualifications and submit it before mobilisation and on every change. Other personnel whose work requires certification (for example non-destructive testing operators, coating inspectors or electricians) shall hold it.
10.5	Work that does not meet the requirements of this Subcontract shall be recorded in a non-conformity report (NCR). The Subcontractor shall propose a correction within [NUMBER] Working Days and complete it in the time agreed. Repairs and repeat inspections caused by non-conformities are at the Subcontractor’s cost, including the Yard’s reasonable inspection costs for repeat inspections.
10.6	If the Subcontractor fails to correct non-conforming work in time, the Yard may have it corrected by others and back-charge the cost under Clause 6.5.
10.7	The Subcontractor shall hand over the quality records listed in the Work Package Description, such as inspection reports, test records, material certificates and as-built mark-ups, [at each Milestone / before the Completion Certificate].
Drafting note: Agree the hold and witness points before production, with the same levels as the Yard’s own ITP for the hull. A subcontractor that misses a class hold point can force the Yard to open up finished work for inspection, and the cost of that falls back on the subcontractor under this Clause.
11.	Health, safety, environment and Yard Rules
11.1	The Subcontractor is responsible for the health and safety of its personnel and for the safety of its operations. It shall comply with the Yard Rules, the laws on health, safety and environment that apply at the Site, and the requirements in Schedule E.
11.2	Before starting work the Subcontractor shall submit its safety plan, risk assessments and method statements for the Work, and ensure that each of its personnel has attended the Yard’s safety induction.
11.3	The Subcontractor shall obtain and follow the Yard’s permit to work for activities that require one, including hot work, entry into enclosed or confined spaces, work at height, lifting operations, work on electrical or pressurised systems and the use of hazardous substances. Hot work and entry into enclosed spaces shall start only after the atmosphere has been tested and certified safe under the Yard Rules, with fire watch and standby persons as the permit requires.
11.4	The Subcontractor shall provide its personnel with personal protective equipment that meets the Yard Rules, and ensure it is worn.
11.5	The Subcontractor shall report every accident, injury, near miss, fire and environmental incident to the Yard immediately, followed by a written report within [NUMBER] hours, and shall cooperate in any investigation.
11.6	The Subcontractor shall keep its work areas clean and orderly, remove its waste daily to the points designated by the Yard, and segregate waste as the Yard Rules require.
11.7	The Yard may stop any work that it considers unsafe, and may remove from the Site any person who seriously or repeatedly breaches the Yard Rules. A stop for the Subcontractor’s breach gives no extension of time or payment.
Drafting note: Hot work in enclosed and confined spaces is the highest-risk activity in most work packages. The permit system, gas testing and fire watch are the Yard’s controls; the Subcontractor’s part is to plan its work so that permits are requested in time, and to keep its people out of spaces that have not been released.
12.	Personnel and site organisation
12.1	The Yard appoints [NAME AND TITLE] as the Yard’s Representative, with authority to act for the Yard under this Subcontract, except that only the persons named in Clause 13.2 may sign Change Instructions.
12.2	The Subcontractor shall employ on the Work competent personnel with the qualifications, certificates and experience that the Work and the Applicable Regulations require, in the numbers needed to meet the Programme. The following key personnel shall not be replaced without the Yard’s prior written consent, which shall not be unreasonably withheld:
	Role
	Name
	Minimum time on Site

	Site manager (authorised to act for the Subcontractor)
	[NAME]
	[FULL TIME / PERCENTAGE]

	Foreman / supervisor for each trade or shift
	[NAME]
	[FULL TIME]

	Quality controller
	[NAME]
	[FULL TIME / AS REQUIRED]

	Safety officer
	[NAME]
	[FULL TIME / AS REQUIRED]



12.3	The Yard may require the Subcontractor to remove from the Site, with reasons, any person who is incompetent, negligent, or who breaches the Yard Rules. The Subcontractor shall replace that person promptly at its own cost.
12.4	The Subcontractor shall submit a list of its personnel with their qualifications before mobilisation and on every change. Each person shall carry the Site access card issued by the Yard, which remains the Yard’s property and shall be returned when the person leaves the Site.
12.5	The Subcontractor shall comply with all laws that apply to the employment of its personnel at the Site, including laws on work and residence permits, wages and working time, social security contributions, taxes and insurance. It shall not use forced or child labour. On request it shall give the Yard evidence of compliance, such as employment contracts, permits, payroll and social security records, so far as the law allows the disclosure.
12.6	Working hours on the Site are [HOURS AND DAYS]. Work outside these hours needs the Yard’s permission.
Drafting note: The Yard may itself be liable under local law for unpaid wages, social security or illegal employment by its subcontractors in some countries; take local advice on what the Yard has to check. Ask for the evidence in this Clause at mobilisation, not after a problem appears.
13.	Change Instructions
13.1	The Yard may by Change Instruction add to, omit from or change the Work, its sequence, timing or method. No Change Instruction may make the Work substantially different in nature from that described in the Work Package Description without the Subcontractor’s agreement.
13.2	Change Instructions are valid only if issued in writing and signed by [NAMES OR TITLES] for the Yard. Each of them may sign Change Instructions up to [CURRENCY] [AMOUNT]; above that, [TITLE] must sign.
13.3	Before issuing a Change Instruction the Yard may ask for a quotation. The Subcontractor shall give its price and time effect, with a breakdown, within [NUMBER] Working Days after the request, so that the Yard can reply to the Owner within the period in the Main Contract.
13.4	Change Instructions shall be valued in the following order, unless a price is agreed in the Change Instruction:
(a)	at the unit rates in the Price Schedule, where the work is of a similar kind and carried out in similar conditions;
(b)	at rates derived from the Price Schedule, where the work is similar but the conditions differ;
(c)	at the man-hour rates in the Price Schedule, with materials the Subcontractor supplies at cost plus [PERCENTAGE] percent, recorded on signed timesheets; or
(d)	at a lump sum agreed between the parties.
13.5	Each Change Instruction shall state its effect on the Subcontract Price and on the Milestone Dates. If the parties cannot agree, the Subcontractor shall carry out the Change Instruction on the Yard’s written instruction, the Yard shall pay on account the amount it considers due, and the difference shall be decided under Clause 27.
13.6	If the Subcontractor considers that an instruction, drawing revision or other act of the Yard is a change although no Change Instruction has been issued, it shall notify the Yard in writing within [NUMBER] Working Days and before carrying out the affected work, except in an emergency. Without such notice it has no entitlement to additional payment or time for that work.
13.7	Where a change originates from the Owner under the Main Contract, the Subcontractor’s entitlement is assessed under this Subcontract and does not depend on the outcome between the Yard and the Owner, [except as stated in Clause 16.3].
13.8	The Yard and the Subcontractor shall each keep a register of requests, quotations and Change Instructions with their status, price and time effect, and reconcile them at the weekly meeting.
Drafting note: An unsigned instruction on the deck is the classic subcontract dispute. Insist on a Change Instruction number before work starts, even with the price left open, and give each one a time effect read from the Programme. If the Yard needs to answer an Owner’s variation request within a fixed number of days, the Subcontractor’s quotation period must be shorter.
14.	Extension of time
14.1	The Subcontractor is entitled to an extension of a Milestone Date for the delay to that Milestone caused by:
(a)	Change Instructions, to the extent stated in them or decided under Clause 27;
(b)	late access to work areas, late Free-Issue Materials, late drawings or late Yard services, compared with the dates in the Programme or confirmed in the look-ahead under Clause 9.3;
(c)	delay by other trades or subcontractors of the Yard in work that must be complete before the Work can proceed;
(d)	suspension by the Yard under Clause 25, except where caused by the Subcontractor;
(e)	a Force Majeure Event; and
(f)	any other act or omission of the Yard, the Owner or their other contractors that prevents the Subcontractor from performing.
14.2	“Force Majeure Event” means an event beyond the reasonable control of the Subcontractor and its suppliers that it could not reasonably have foreseen or avoided, such as natural disaster, fire, flood, war, epidemic declared by a public authority, acts of government and general strikes not limited to the Subcontractor’s workforce. Shortage of the Subcontractor’s own labour, its suppliers’ delay and its personnel’s industrial action are not Force Majeure Events.
14.3	The Subcontractor shall notify the Yard in writing within [NUMBER] Working Days after it becomes aware of an event that it considers entitles it to an extension, describing the event and its expected effect, and shall submit its claim with supporting Programme evidence within [NUMBER] days after the end of the event.
[Option A] An event not notified within these periods gives no extension.
[Option B] Late notice reduces the extension to the extent the Yard was prejudiced, including by losing a right against the Owner under Clause 3.6.
14.4	The Yard shall respond within [NUMBER] Working Days. An extension is the only remedy for delay under this Clause unless a Change Instruction or another Clause gives payment.
Drafting note: Notice periods here must be shorter than the Permissible Delay notice period in the Main Contract, or the Yard will be time-barred against the Owner for the same event. Under most main contracts a yard’s own subcontractor delay does not give the yard more time, which is why the Subcontractor’s delay comes back to it through Clause 15 and Clause 16.
15.	Delay damages
15.1	If the Subcontractor fails to achieve a Milestone by its Milestone Date, as extended under Clause 14:
[Option A] the Subcontractor shall pay liquidated damages at the rate stated for that Milestone in Schedule D, for each day of delay after a grace period of [NUMBER] days;
[Option B] the Subcontractor shall pay the Yard’s proven loss caused by the delay, subject to Clause 15.2; or
[Option C] no damages are payable for delay, other than under Clause 16, and the Yard’s remedies are the recovery plan under Clause 9 and termination under Clause 26.
15.2	The total liability of the Subcontractor under this Clause and Clause 16 together shall not exceed [PERCENTAGE] percent of the Subcontract Price [or CURRENCY AMOUNT].
15.3	Liquidated damages under Option A are the Yard’s only monetary remedy for the delay to which they apply, except for sums due under Clause 16 [and the costs of completion by others after termination under Clause 26].
Drafting note: The daily damages a yard owes for late delivery of a ship are usually far beyond what a work-package subcontractor can carry. Set subcontract rates against the Yard’s realistic loss from that Milestone slipping, such as the cost of idle following trades or a missed dock slot, and keep the cap in proportion to the Subcontract Price. A rate out of all proportion to any legitimate interest may be treated as a penalty under some governing laws.
16.	Effect of Main Contract delay damages
16.1	If delay for which the Subcontractor is responsible causes the Yard to become liable for Main Contract Delay Damages, the Subcontractor shall pay the Yard [Option A] [PERCENTAGE] percent of those Main Contract Delay Damages [Option B] those Main Contract Delay Damages, subject to the following limits:
(a)	only delay to delivery or redelivery of the Vessel under the Main Contract counts, and the Yard shall show from the Yard Master Schedule that the Subcontractor’s delay was on the path that set the delivery or redelivery date;
(b)	where other causes contributed to the same delay, including the Yard, its other subcontractors or the Owner, the amount shall be reduced in proportion to their contribution;
(c)	the amount shall be reduced to the extent the Yard obtains an extension of time, a waiver or other relief from the Owner for the same delay, and the Yard shall use reasonable endeavours to obtain it;
(d)	the Yard shall notify the Subcontractor within [NUMBER] days after it becomes aware that the Owner claims or intends to claim Main Contract Delay Damages to which the Subcontractor may have contributed;
(e)	liquidated damages paid under Clause 15 for the same delay are credited; and
(f)	the cap in Clause 15.2 applies.
16.2	Where the Yard obtains from the Owner an extension of time or an additional payment for an event that also delayed or affected the Work, the Subcontractor is entitled to a corresponding extension and to a fair share of the payment to the extent the Work was affected.
16.3	Where the Subcontractor’s claim arises from an act or omission of the Owner (for example late approval of drawings, late owner’s supplies or a variation), the Yard shall pursue the claim against the Owner in good faith, with the Subcontractor’s assistance and information, and pass on what it recovers for the Work, less a fair share of its costs of pursuing the claim. [The Subcontractor is bound by the outcome between the Yard and the Owner, provided the Yard has consulted it on the claim.]
Drafting note: These provisions are the core of a back-to-back subcontract. Without limits (a) to (f), any slip by the Subcontractor can be blamed for the whole delay of the ship. Without the second and third sub-clauses, the Yard keeps the time and money it recovers from the Owner while the Subcontractor carries the cost. Agree how critical path evidence will be shown before a dispute arises.
17.	Further subcontracting
17.1	The Subcontractor shall not subcontract any part of the Work, or use agency or labour-supply workers:
[Option A] at all; or
[Option B] without the Yard’s prior written consent for each sub-subcontractor and labour provider, which shall not be unreasonably withheld. The request shall identify the company, the scope and the personnel.
17.2	The Subcontractor remains fully responsible for the work and conduct of its sub-subcontractors and their personnel, and shall pass down to them the obligations of this Subcontract that apply to their work, including Clause 10, Clause 11, Clause 12 and Clause 24.
Drafting note: Chains of labour suppliers are where compliance with employment law, welder qualifications and site rules is hardest to control. A consent procedure with named companies is easier to enforce than a general ban that is broken quietly.
18.	Insurance
18.1	The Subcontractor shall, from mobilisation until the end of the Defects Period, maintain with reputable insurers at least the following insurances:
	Insurance
	Minimum cover
	Notes

	Employer’s liability or workers’ compensation for its personnel
	[AMOUNT] per occurrence, or as required by law if higher
	As required at the place of work

	Third-party (public) liability
	[AMOUNT] per occurrence
	Including damage to the Vessel and the Yard’s property [IF AGREED]

	Tools, equipment and temporary works
	Replacement value
	At the Subcontractor’s risk

	Motor vehicle liability
	As required by law
	Vehicles used at the Site

	[Professional indemnity, if the Work includes design]
	[AMOUNT]
	



18.2	The Work, the Free-Issue Materials and the Vessel are insured by the Yard under its [builder’s risks / ship repairer’s liability] insurance:
[Option A] with the Subcontractor named as co-insured for its work at the Site and a waiver of subrogation in its favour. For a loss caused by the Subcontractor, it shall bear the deductible up to [CURRENCY] [AMOUNT] per occurrence; or
[Option B] without cover for the Subcontractor. The Subcontractor shall insure its own work until Completion for [CURRENCY] [AMOUNT].
18.3	The Subcontractor shall give the Yard certificates of its insurances before mobilisation and on each renewal, and notify the Yard immediately if an insurance is cancelled or reduced. If it fails to maintain an insurance, the Yard may take it out and deduct the premium.
Drafting note: Ask the Yard’s broker whether the builder’s risks or repairer’s policy can name subcontractors as co-insured. If it can, Option A avoids two policies covering the same steel, and the deductible clause keeps the Subcontractor careful.
19.	Indemnities and limitation of liability
19.1	Liability for injury to personnel and damage to property of the parties is allocated as follows:
[Option A] Each party for its own. Each party is responsible for and indemnifies the other against claims for death or injury of its own personnel and loss of or damage to its own property (for the Yard, including the Vessel and the Work), whatever the cause, except to the extent covered by Clause 15, Clause 16 or Clause 20.1.
[Option B] Fault-based. Each party is responsible for and indemnifies the other against claims to the extent they result from its own negligence or breach of this Subcontract, or that of its subcontractors.
19.2	Each party indemnifies the other against claims by third parties for death, injury, loss or damage to the extent caused by its negligence or breach of this Subcontract.
19.3	Neither party is liable to the other for loss of profit, loss of use, loss of contract or any indirect or consequential loss, except that this does not limit sums payable under Clause 15 and Clause 16.
19.4	The total liability of the Subcontractor under or in connection with this Subcontract shall not exceed:
[Option A] [PERCENTAGE] percent of the Subcontract Price; or
[Option B] [CURRENCY] [AMOUNT]; or
[Option C] no overall limit, other than the limits stated in individual Clauses.
19.5	The limits in this Clause do not apply to liability for death or personal injury caused by negligence, fraud, wilful misconduct or [gross negligence], breach of Clause 24, or any liability that cannot be limited by law.
Drafting note: Option A in the first sub-clause reduces cross-claims and lets each party insure its own exposure, but it only works if both insurances are in place and the governing law permits a party to be indemnified against its own negligence; ask counsel. Under Option B every incident becomes an argument about fault.
20.	Defects after Completion
20.1	The Subcontractor shall remedy, at its own cost, any defect in the Work due to defective workmanship, defective materials supplied by it or design for which it is responsible, discovered during the Defects Period, which is:
[Option A] the period from Completion until the end of the guarantee period of the Vessel under the Main Contract, which ends [NUMBER] months after delivery of the Vessel; or
[Option B] [NUMBER] months after Completion, but not ending later than [NUMBER] months after delivery of the Vessel under the Main Contract.
Drafting note: On a newbuilding, steel or piping completed early in the build may be covered for a long time under Option A, and the Subcontractor will price that tail. Under Option B the Yard may remain liable to the Owner after the Subcontractor’s period has ended. Choose knowingly, and align the start and end events with the guarantee clause of the Main Contract.
20.2	The Yard shall notify the Subcontractor of a defect within [NUMBER] days after the Yard receives notice of it from the Owner or discovers it.
20.3	The Subcontractor shall remedy the defect promptly at the Site or wherever the Vessel lies. If the Vessel has left the Site and the Subcontractor cannot attend in time, or fails to remedy the defect within a reasonable time after notice, the Yard may have it remedied by its guarantee engineer or by others and recover the reasonable cost from the Subcontractor, [not exceeding the cost of the same repair at the Site / without that limit].
20.4	Work remedied under this Clause is covered for a further [NUMBER] months from completion of the remedy, but not beyond the end of the corresponding guarantee period under the Main Contract.
20.5	The Subcontractor shall assign or otherwise pass to the Yard the benefit of makers’ warranties for items it has procured for the Work.
20.6	The Subcontractor is not responsible for fair wear and tear, damage caused by improper operation or maintenance by others, or defects in Free-Issue Materials or in designs issued by the Yard, except to the extent it failed to notify them under Clause 5.5.
21.	Title and risk
21.1	Title to materials and equipment supplied by the Subcontractor for incorporation into the Work passes to the Yard on [delivery to the Site / payment / incorporation into the Vessel], whichever is earlier. The Subcontractor warrants that they are free from any charge, lien or retention of title.
21.2	Free-Issue Materials remain the property of the Yard or the Owner. The Subcontractor shall not remove them from the Site and is responsible for their loss or damage while in its custody.
21.3	Risk of loss of or damage to the Work, other than the Subcontractor’s tools and equipment:
[Option A] remains with the Yard, subject to its insurance under Clause 18 and to the Subcontractor’s liability for loss or damage it causes; or
[Option B] remains with the Subcontractor until the Completion Certificate is issued.
21.4	Tools, equipment and temporary works of the Subcontractor remain at its risk. Scrap and offcuts belong to the Yard and shall be handled under the Yard Rules.
21.5	So far as the law allows, the Subcontractor waives any lien or right of retention over the Vessel, the Work and the Yard’s materials.
22.	Completion and acceptance
22.1	The Work, or a part of it identified as such in Schedule D, is complete when it has been carried out in accordance with this Subcontract, the tests and inspections in the ITP have been passed, the records under Clause 10 have been handed over, and the Subcontractor has cleared its work areas.
22.2	The Subcontractor shall notify the Yard when it considers a part of the Work complete. Within [NUMBER] Working Days the parties shall inspect it jointly and record any outstanding items in a punch list with dates for completion.
22.3	When the Work is complete apart from minor items that do not prevent the Yard and the following trades from proceeding, the Yard shall issue a Completion Certificate in the form of Schedule G, listing the outstanding items. The Subcontractor shall complete them by the dates stated.
22.4	Acceptance of the Work by the Yard does not prejudice the Owner’s or the Classification Society’s later inspection under the Main Contract, or the Subcontractor’s obligations under Clause 20.1.
23.	Drawings, information and intellectual property
23.1	Drawings, specifications and other information issued by the Yard remain the property of the Yard or the Owner. The Subcontractor shall use them only for the Work and return them on request at the end of the Work.
23.2	The Subcontractor grants the Yard and the Owner a free, permanent, irrevocable licence to use the drawings, procedures, records and other documents it prepares for the Work, for the purposes of building, completing, operating, maintaining, repairing and modifying the Vessel. Rights in the Subcontractor’s pre-existing know-how remain with it.
23.3	The Subcontractor shall not photograph or film the Vessel or the Site, or publish information about them, without the Yard’s written permission.
24.	Confidentiality
24.1	Each party shall keep confidential all information about the other party, the Owner, the Vessel and the Main Contract received in connection with this Subcontract, and shall disclose it only to its personnel, sub-subcontractors, insurers and advisers who need it for the Work, under the same obligation.
24.2	This obligation does not apply to information that is public other than through a breach of this Clause, or that must be disclosed by law or to a competent authority, and continues for [NUMBER] years after Completion.
25.	Suspension
25.1	The Yard may suspend all or part of the Work by written notice, including where the Owner suspends work under the Main Contract. The Subcontractor shall protect and secure the Work during the suspension and resume it within [NUMBER] Working Days after notice to resume.
25.2	Unless the suspension is caused by the Subcontractor’s default, it is entitled to an extension of time and to its reasonable costs of the suspension, demobilisation and remobilisation, valued under Clause 13.4.
25.3	If a suspension not caused by the Subcontractor lasts more than [NUMBER] days, the Subcontractor may by notice require the Yard either to permit resumption or to omit the suspended part of the Work by Change Instruction within [NUMBER] days, failing which it may terminate under Clause 26.5.
25.4	If the Yard fails to pay an undisputed amount within [NUMBER] days after it was due, the Subcontractor may, after [NUMBER] days’ written notice, suspend the Work until payment. The suspension entitles it to an extension of time and its reasonable costs.
26.	Termination
26.1	The Yard may terminate this Subcontract, in whole or in part, by written notice if the Subcontractor:
(a)	fails to proceed with the Work with due diligence, or falls more than [NUMBER] days behind the Programme for reasons for which it is responsible, and does not recover after [NUMBER] days’ written notice;
(b)	repeatedly or seriously breaches Clause 10 or Clause 11, and does not remedy the breach within [NUMBER] days after written notice, or immediately in the case of a serious safety breach;
(c)	subcontracts or assigns in breach of Clause 17 or Clause 30;
(d)	breaches Clause 12.5 or Clause 31.1 in a material respect;
(e)	has reached the cap on delay damages in Clause 15.2; or
(f)	becomes insolvent, enters into an arrangement with its creditors, or has a receiver, administrator or liquidator appointed, to the extent the law allows termination for that reason.
26.2	After termination under Clause 26.1 the Yard may complete the Work itself or through others, and use the Subcontractor’s materials on Site [and its tools and equipment against the rental rates in the Price Schedule]. The Subcontractor shall pay the additional cost of completion over the Subcontract Price that would have been payable, subject to Clause 19.4. No further payment is due to it until the Work is complete and the final costs are known.
26.3	If the Main Contract is terminated, the Yard may terminate this Subcontract by written notice. The Subcontractor shall then be paid for the Work done, materials ordered for the Work that it cannot cancel (which become the Yard’s property) and its reasonable demobilisation costs, but not for profit on the uncompleted Work.
26.4	Termination for convenience:
[Option A] the Yard may terminate this Subcontract, in whole or in part, at any time by [NUMBER] days’ written notice. The Subcontractor shall be paid as in Clause 26.3 [plus PERCENTAGE percent of the value of the uncompleted Work as compensation for loss of profit]; or
[Option B] the Yard may not terminate for convenience.
Drafting note: Termination for convenience gives the Yard flexibility when the Owner cancels, scope moves in-house or a package is resequenced. A Subcontractor that has mobilised a crew and bought materials will ask for compensation beyond its costs; whatever is agreed, state it so the final account is mechanical.
26.5	The Subcontractor may terminate this Subcontract by written notice if the Yard fails to pay an undisputed amount within [NUMBER] days after notice of non-payment, or in the case described in Clause 25. It is then paid as in Clause 26.3, [plus its loss of profit on the uncompleted Work, up to CURRENCY AMOUNT].
26.6	On any termination the Subcontractor shall stop work in an orderly and safe manner, hand over the drawings, records and Free-Issue Materials, remove its personnel and equipment as the Yard directs, and, if the Yard requests, assign to it the Subcontractor’s orders with suppliers and sub-subcontractors for the Work.
27.	Disputes
27.1	A disagreement about the Work shall first be discussed between the Yard’s Representative and the Subcontractor’s site manager, who shall meet within [NUMBER] Working Days after either of them asks. If they do not resolve it within [NUMBER] Working Days, either party may refer it to the [TITLES] of the parties, who shall meet within [NUMBER] days.
27.2	[Optional] A dispute about measurement or valuation that is not resolved under the preceding sub-clause may be referred by either party to an independent expert [quantity surveyor / naval architect / OTHER] agreed by the parties or, failing agreement, appointed by [APPOINTING BODY]. The expert’s decision is binding [until revised by arbitration or court / finally].
27.3	A dispute not resolved under the preceding sub-clauses shall be finally resolved:
[Option A] by arbitration in [SEAT] under the [ARBITRATION RULES], by [one / three] arbitrators, in the English language; or
[Option B] by the courts of [PLACE], which shall have exclusive jurisdiction.
27.4	Where a dispute under this Subcontract raises the same issues as a dispute between the Yard and the Owner under the Main Contract, [the Subcontractor agrees to be joined in, or to have the dispute heard together with, the Main Contract proceedings, where the rules allow / the parties shall consult on how to avoid inconsistent decisions].
27.5	The Subcontractor shall continue the Work during any dispute, and the Yard shall continue to pay undisputed amounts.
Drafting note: Use the same seat and rules as the Main Contract where possible. Two different forums for the same delay can produce two different answers, and the Yard can end up liable to the Owner without recovery from the Subcontractor, or the reverse.
28.	Governing law
28.1	This Subcontract is governed by:
[Option A] the same law as the Main Contract, being the law of [COUNTRY]; or
[Option B] the law of [COUNTRY].
28.2	Mandatory rules of the place of work, including on employment, health and safety, environment and tax, apply to the Work whatever law is chosen.
29.	Notices
29.1	Notices under this Subcontract shall be in writing in English and delivered by hand, courier or email to the addresses below, or to another address notified in writing. Day-to-day site correspondence may be exchanged between the Yard’s Representative and the site manager, but notices of claims, delay, termination and disputes must be sent to the addresses below.
	Yard
	[NAME, ADDRESS, EMAIL, ATTENTION]

	Subcontractor
	[NAME, ADDRESS, EMAIL, ATTENTION]



29.2	A notice delivered by hand or courier is received on delivery. An email is received when it enters the recipient’s system, but if that is after [TIME] or not on a Working Day, on the next Working Day.
30.	Assignment
30.1	The Subcontractor may not assign or transfer this Subcontract, or any right under it, without the Yard’s prior written consent, except the right to receive payment, which it may assign to its bank after notice to the Yard.
30.2	The Yard may assign this Subcontract to the Owner, or to a party nominated by the Owner or its financiers, if the Main Contract is terminated or if the Main Contract so requires, and the Subcontractor shall sign the documents reasonably needed for that purpose.
31.	General provisions
31.1	The Subcontractor shall comply with the laws on anti-bribery and corruption, sanctions and export controls that apply to it or to the Work, and shall not offer or give any payment or benefit to any employee of the Yard or the Owner to obtain or keep business or an advantage.
31.2	The Subcontractor shall keep complete records of the Work, timesheets, measurements and costs claimed under Clause 13 for [NUMBER] years after Completion, and allow the Yard to inspect them on reasonable notice.
31.3	This Subcontract is the entire agreement between the parties about the Work. Amendments are valid only in writing and signed by both parties; Change Instructions signed under Clause 13.2 are valid amendments of the Work.
31.4	If any provision is invalid, the rest of this Subcontract remains in force. A failure or delay in exercising a right is not a waiver of it. This Subcontract may be signed in counterparts.
Signatures
The parties have signed this Subcontract on the date stated at the beginning.
	Signed for and on behalf of the Yard, [YARD COMPANY NAME]
Signature: ______________________________
Name: [FULL NAME]
Title: [POSITION]
Date: [DATE]
Place: [PLACE]
In the presence of (witness): ______________________
Witness name and address: [NAME, ADDRESS]
	Signed for and on behalf of the Subcontractor, [SUBCONTRACTOR NAME]
Signature: ______________________________
Name: [FULL NAME]
Title: [POSITION]
Date: [DATE]
Place: [PLACE]
In the presence of (witness): ______________________
Witness name and address: [NAME, ADDRESS]





Schedule A: Work Package Description and Interface List
Package identification
	Package number and title
	[NUMBER] / [TITLE]

	Trade
	[STEEL AND WELDING / PIPING / ELECTRICAL / INSULATION / PAINTING / SCAFFOLDING / MACHINERY INSTALLATION / OTHER]

	Physical boundaries
	[BLOCKS, ZONES, DECKS, FRAMES, COMPARTMENTS OR SYSTEMS]

	Stage
	[PANEL / BLOCK / GRAND BLOCK / ON BOARD / AFLOAT]

	Quality standard
	[YARD STANDARD, CLASS RULES, SPECIFICATION CLAUSES, COATING SPECIFICATION]

	Yard quality procedures that apply
	[PROCEDURE NUMBERS]



Description of the Work
[Describe the Work by system or area. State what is included from receipt of material to handover, for example: receipt and handling of Free-Issue Materials, prefabrication, installation, welding, testing, touch-up, cleaning and handover documents.]
Drawing register
	Drawing number
	Title
	Revision
	Status

	[NUMBER]
	[TITLE]
	[REV]
	[FOR CONSTRUCTION / FOR INFORMATION]

	[NUMBER]
	[TITLE]
	[REV]
	[FOR CONSTRUCTION / FOR INFORMATION]

	[NUMBER]
	[TITLE]
	[REV]
	[FOR CONSTRUCTION / FOR INFORMATION]



Estimated quantities (for information)
	Item
	Unit
	Estimated quantity
	Source

	[STEEL WEIGHT, PIPE LENGTH, CABLE LENGTH, COATED AREA, SCAFFOLD VOLUME]
	[UNIT]
	[QUANTITY]
	[DRAWING / BILL OF MATERIALS]

	[ITEM]
	[UNIT]
	[QUANTITY]
	[SOURCE]



Interface list
	Interface
	Other trade or party
	Boundary point
	Done by
	Required by

	Penetrations and sleeves through structure
	[STEEL / PIPING / ELECTRICAL]
	[DESCRIBE]
	[PARTY]
	[DATE OR STAGE]

	Supports, foundations and seats
	[STEEL / MECHANICAL / PIPING]
	[DESCRIBE]
	[PARTY]
	[DATE OR STAGE]

	Insulation pins and coating before insulation
	[INSULATION / PAINTING]
	[DESCRIBE]
	[PARTY]
	[DATE OR STAGE]

	Cable trays and cable transits on structure
	[ELECTRICAL / STEEL]
	[DESCRIBE]
	[PARTY]
	[DATE OR STAGE]

	Coating repair after later hot work
	[PAINTING / ALL TRADES]
	[DESCRIBE]
	[PARTY AND WHO PAYS]
	[DATE OR STAGE]

	Scaffolding erection, modification, inspection and removal
	[SCAFFOLDING]
	[DESCRIBE]
	[PARTY]
	[NOTICE PERIOD]

	Tests of systems crossing package boundaries
	[TRADES]
	[DESCRIBE]
	[PARTY]
	[DATE OR STAGE]

	[OTHER]
	[TRADE]
	[DESCRIBE]
	[PARTY]
	[DATE OR STAGE]



Exclusions
[List the work that is not included and who does it, for example: design and class approval, supply of Free-Issue Materials, non-destructive testing by the Yard’s contractor, final painting by others.]
Free-Issue Materials
	Material or equipment
	Specification
	Required by
	Issue point

	[ITEM]
	[GRADE / TYPE]
	[DATE OR STAGE]
	[STORE / BLOCK]

	[ITEM]
	[GRADE / TYPE]
	[DATE OR STAGE]
	[STORE / BLOCK]



Main Contract provisions provided to the Subcontractor
[List the clauses and specification sections given under Clause 3.1, with revision and date.]


Schedule B: Price Schedule
B1. Lump sum breakdown (Option A)
	Item
	Description
	Weight (percent)
	Amount

	1
	[MOBILISATION, IF PAYABLE]
	[PERCENTAGE]
	[AMOUNT]

	2
	[AREA OR SYSTEM]
	[PERCENTAGE]
	[AMOUNT]

	3
	[AREA OR SYSTEM]
	[PERCENTAGE]
	[AMOUNT]

	4
	[TESTING AND HANDOVER DOCUMENTS]
	[PERCENTAGE]
	[AMOUNT]

	
	Total
	100
	[AMOUNT]



B2. Unit rates (Option B and Change Instructions)
	Trade
	Work item
	Unit
	Rate

	Steel
	Fabrication of panels and blocks, by category [FLAT / CURVED / SUPERSTRUCTURE]
	per kg
	[AMOUNT]

	Steel
	Erection and welding of blocks on berth or in dock
	per kg
	[AMOUNT]

	Piping
	Spool fabrication, by nominal diameter and material
	per metre [or per spool]
	[AMOUNT]

	Piping
	Installation on board, including supports
	per metre
	[AMOUNT]

	Electrical
	Cable pulling, by size group
	per metre
	[AMOUNT]

	Electrical
	Cable termination
	per end
	[AMOUNT]

	Insulation
	Insulation and lining, by type and thickness
	per m2
	[AMOUNT]

	Painting
	Surface preparation, by standard
	per m2
	[AMOUNT]

	Painting
	Coating application
	per m2 per coat
	[AMOUNT]

	Scaffolding
	Erection and dismantling
	per m3
	[AMOUNT]

	Scaffolding
	Standing time after the agreed period
	per m3 per week
	[AMOUNT]

	Machinery
	Installation of equipment, by weight class
	per item
	[AMOUNT]



B3. Man-hour rates (Option C and Change Instructions)
	Category
	Normal hours
	Overtime
	Night
	Sundays and holidays

	Supervisor / foreman
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]

	Welder (qualified)
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]

	Fitter / pipe fitter
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]

	Electrician
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]

	Insulator / painter / blaster
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]

	Scaffolder
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]

	Helper
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]
	[AMOUNT]



	Rates include
	[SUPERVISION / TOOLS / CONSUMABLES / PPE / TRANSPORT / ACCOMMODATION]: mark each

	Rates exclude
	[ITEMS]

	Rental of tools and equipment after termination
	[RATES OR REFERENCE]

	Mark-up on materials supplied by the Subcontractor
	[PERCENTAGE] percent





Schedule C: Measurement and Payment Procedure
Measurement rules for unit-rate work
	Work
	Unit
	Measurement basis
	Evidence

	Steel
	kg
	[NET WEIGHT FROM PRODUCTION DRAWINGS / NESTING LISTS / WEIGHING], excluding welds and offcuts [OR AS AGREED]
	Signed weight list per block

	Piping
	m
	Centre-line length by nominal diameter and material; fittings [INCLUDED / COUNTED SEPARATELY]
	Spool list, isometrics

	Cable
	m
	[LENGTH PULLED AS PER CABLE SCHEDULE / MEASURED ON INSTALLATION]
	Cable schedule marked up

	Insulation
	m2
	Area insulated per drawing, openings over [SIZE] deducted
	Area sheets

	Coating
	m2 per coat
	[DRAWING AREAS / MEASURED AREAS], with dry film thickness accepted
	Coating inspection reports

	Scaffolding
	m3
	Gross volume of the erected scaffold, as tagged
	Scaffold tags and register



Rules of credit for lump-sum progress
	Step
	Credit (percent of item)
	Evidence of completion

	[MATERIAL RECEIVED AND PREPARED]
	[PERCENTAGE]
	[EVIDENCE]

	[FABRICATED / FITTED]
	[PERCENTAGE]
	[EVIDENCE]

	[WELDED / INSTALLED]
	[PERCENTAGE]
	[EVIDENCE]

	[INSPECTED AND ACCEPTED UNDER THE ITP]
	[PERCENTAGE]
	Signed inspection record

	[TESTED, DOCUMENTS HANDED OVER]
	[PERCENTAGE]
	[EVIDENCE]



Payment calendar
	Cut-off date
	[DAY OF EACH MONTH / EACH SECOND WEEK]

	Joint measurement
	[NUMBER] Working Days before the cut-off date

	Payment application
	By [DAY], with the documents below

	Payment certificate
	Within [NUMBER] Working Days after the application

	Invoice and payment
	Invoice after the certificate; payment within [NUMBER] days of a correct invoice

	Retention
	[PERCENTAGE] percent of each payment, up to [PERCENTAGE] percent of the Subcontract Price



Documents with each payment application
•	Signed measurement sheets for unit-rate work.
•	Signed timesheets for man-hour work, with a summary by category and Change Instruction.
•	Progress statement for lump-sum work against the breakdown and rules of credit.
•	List of Change Instructions included, with amounts.
•	Material reconciliation for Free-Issue Materials.
•	[Evidence of payment of wages and social security for the period, if required under Clause 12.5.]


Schedule D: Programme and Milestones
Milestones
	No.
	Milestone
	Completion criterion
	Date
	Delay damages per day
	Payment link

	M1
	[MOBILISATION ON SITE]
	[PERSONNEL AND EQUIPMENT ON SITE, INDUCTION DONE]
	[DATE]
	[NONE / AMOUNT]
	[ITEM]

	M2
	[BLOCK OR AREA READY FOR NEXT TRADE]
	[ITP ITEMS PASSED]
	[DATE]
	[NONE / AMOUNT]
	[ITEM]

	M3
	[SYSTEM READY FOR TEST]
	[TEST PACK ACCEPTED]
	[DATE]
	[NONE / AMOUNT]
	[ITEM]

	M4
	[COMPLETION OF THE WORK]
	Completion Certificate issued
	[DATE]
	[NONE / AMOUNT]
	[ITEM]



Drafting note: Choose Milestones that the next trade or the Yard Master Schedule depends on, such as a block ready for erection, a compartment ready for insulation or a system ready for pressure test. A Milestone that nothing depends on is hard to justify as a basis for delay damages.
Programme requirements
	Format and level
	[SOFTWARE AND FILE FORMAT], at the level of [BLOCK / ZONE / SYSTEM / TEST PACK]

	Content
	Activities linked to the Yard Master Schedule dates, manpower by trade and week, inspections

	Look-ahead period
	[NUMBER] weeks

	Weekly meeting
	[DAY AND TIME], [PLACE]

	Weekly report due
	[DAY], covering the items in Clause 9

	Manpower plan
	Minimum [NUMBER] persons in the period [FROM] to [TO], peak [NUMBER]





Schedule E: Yard Rules and HSE Requirements Checklist
To be completed before mobilisation and kept up to date. “Before start” items must be closed before the Subcontractor’s personnel start work.
	Requirement
	Before start
	Evidence / reference
	Status

	Safety plan, risk assessments and method statements submitted
	Yes
	[DOCUMENT NUMBERS]
	

	Personnel list with qualifications and certificates
	Yes
	[LIST]
	

	Welder qualification register and approved welding procedures
	Yes
	[REGISTER]
	

	Yard safety induction attended by every person
	Yes
	[RECORD]
	

	Site access cards issued
	Yes
	[RECORD]
	

	Employment documents (contracts, permits, social security registration)
	Yes
	[RECORD]
	

	Medical fitness where required (for example enclosed-space work, work at height)
	Yes
	[RECORD]
	

	Insurance certificates under Clause 18
	Yes
	[CERTIFICATES]
	

	Permit to work procedure briefed to supervisors
	Yes
	[RECORD]
	

	Hot work permits, gas testing and fire watch
	Ongoing
	[YARD PROCEDURE]
	

	Entry into enclosed or confined spaces, standby person, rescue plan
	Ongoing
	[YARD PROCEDURE]
	

	Work at height and scaffold inspection tags
	Ongoing
	[YARD PROCEDURE]
	

	Lifting operations, rigging and crane booking
	Ongoing
	[YARD PROCEDURE]
	

	Electrical isolation and lock-out
	Ongoing
	[YARD PROCEDURE]
	

	Personal protective equipment to Yard standard
	Ongoing
	[YARD RULE]
	

	Hazardous substances and safety data sheets
	Ongoing
	[REGISTER]
	

	Waste segregation and daily housekeeping
	Ongoing
	[YARD RULE]
	

	Incident and near-miss reporting
	Ongoing
	Within [NUMBER] hours, see Clause 11.5
	

	Emergency alarms, muster points and evacuation
	Yes
	[YARD RULE]
	

	Alcohol and drugs policy, smoking areas
	Yes
	[YARD RULE]
	

	Photography and confidentiality
	Yes
	See Clause 23
	

	Vehicles and traffic on Site
	Yes
	[YARD RULE]
	





Schedule F: Change Instruction Form
	Change Instruction No. / date
	[NUMBER] / [DATE]

	Subcontract / work package
	Shipyard Subcontract Agreement dated [DATE] / [PACKAGE NUMBER]

	Vessel
	[HULL NUMBER / VESSEL NAME]

	Type
	[ADDITION / OMISSION / CHANGE OF SEQUENCE OR METHOD / DRAWING REVISION]

	Origin
	[YARD / OWNER VARIATION No. NUMBER / CLASS REQUIREMENT / CHANGE IN APPLICABLE REGULATIONS]

	Description and location of the work
	[DESCRIPTION, DRAWINGS AND REVISIONS]

	Valuation basis
	[UNIT RATES: ITEM AND QUANTITY / MAN-HOUR RATES: ESTIMATE / LUMP SUM: AMOUNT]

	Effect on Subcontract Price
	[+ / - CURRENCY AMOUNT]

	Effect on Milestone Dates
	[MILESTONE]: [+ / - NUMBER] days; new date [DATE]

	Status
	[AGREED / PRICE OR TIME DISPUTED, WORK TO PROCEED UNDER Clause 13.5]



	Signed for and on behalf of the Yard (authorised under Clause 13.2)
Signature: ______________________________
Name: [FULL NAME]
Title: [POSITION]
Date: [DATE]
Place: [PLACE]
In the presence of (witness): ______________________
Witness name and address: [NAME, ADDRESS]
	Signed for and on behalf of the Subcontractor (site manager)
Signature: ______________________________
Name: [FULL NAME]
Title: [POSITION]
Date: [DATE]
Place: [PLACE]
In the presence of (witness): ______________________
Witness name and address: [NAME, ADDRESS]





Schedule G: Completion Certificate
COMPLETION CERTIFICATE
	Subcontract
	Shipyard Subcontract Agreement dated [DATE] between [YARD COMPANY NAME] and [SUBCONTRACTOR NAME]

	Work package / part
	[PACKAGE NUMBER AND TITLE] / [WHOLE OF THE WORK / PART: DESCRIBE]

	Vessel
	[HULL NUMBER / VESSEL NAME]

	Statement
	The Yard certifies that the Work described above was complete under Clause 22 on the date below, subject to the outstanding items listed.

	Date of Completion
	[DATE]

	ITP items and inspections
	[ALL CLOSED / LIST OPEN ITEMS]

	Quality records handed over
	[LIST OR REFERENCE]

	Outstanding items
	[LIST, WITH COMPLETION DATES]

	Free-Issue Materials reconciled
	[YES / DIFFERENCES: DESCRIBE]

	Retention to be released
	[AMOUNT], due [DATE]

	Start and end of Defects Period
	[DATE] to [DATE OR EVENT]

	Reservations
	[NONE / DESCRIBE]



	Signed for and on behalf of the Yard, [YARD COMPANY NAME]
Signature: ______________________________
Name: [FULL NAME]
Title: [POSITION]
Date: [DATE]
Place: [PLACE]
In the presence of (witness): ______________________
Witness name and address: [NAME, ADDRESS]
	Signed for and on behalf of the Subcontractor, [SUBCONTRACTOR NAME]
Signature: ______________________________
Name: [FULL NAME]
Title: [POSITION]
Date: [DATE]
Place: [PLACE]
In the presence of (witness): ______________________
Witness name and address: [NAME, ADDRESS]
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