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FIDIC 4th Edition, 1987 is silent about any 

requirement to include provisions in Subcontracts 

about such entitlement of the Employer !
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Issues with Assignment Provisions in FIDIC :-

- Subcontractors may also want the previous payments from the Main Contractor 

settled before start working for the Employer.

- Also the Employer cannot channel the payment through the Main Contractor :-

- Even if the Employer wants to pay directly, he cannot do that as the Main 

Contractor would later demand payment from the Employer for the same work 

(and also because it could give rise to a contractual relationship between them). 

- Subcontractors may not want to work for the Employer if the Employer would 

not pay them for the Subcontract Works being carried out. 

- But the Main Contractor is not getting paid as he is terminated and therefore 

cannot pay the Subcontractors. 

- Therefore it is advisable to make provisions in the Contracts :-

- also because payments have to be retained until final account stage to 

recover Employer’s additional costs of completing the Works and losses. 

- as there is no assurance that he will promptly pay the Subcontractor. 

- either, to replace the assignment provisions with novation provisions, 

Assignment v Novation

Assignment - Only the rights/benefits can 

be assigned 

- Other Party’s consent 

may be required (if 

stated in the 

contract), but that 

party need not be a 

party to the 

assignment

Novation - Both the rights/benefits and the 

obligations/liabilities 

could be novated

- Tripartite agreement

UAE Federal Law No. 5/85 (2/87) – The Civil Code

Part 1 - Muqawala (contract to make a thing or to perform a task)

Article 890:

(1) A contractor may entrust the performance of the whole or part of 

the work to another contractor unless he is prevented from so 

doing by a condition of the contract, or unless the nature of the 

work requires that he do it in person.

Article 891 :

A sub-contractor shall have no claim against the employer for 

anything due to him from the first contractor unless he has made an 

assignment to him against the employer.

Section 3 - Subcontracting

BOOK TWO - CONTRACTS

CHAPTER III - Contracts of Work  

(2) The first contractor shall remain liable as towards the employer.

Issues with Assignment Provisions in FIDIC :-

- Subcontractors may also want the previous payments from the Main Contractor 

settled before start working for the Employer.

- Also the Employer cannot channel the payment through the Main Contractor :-

- Even if the Employer wants to pay directly, he cannot do that as the Main 

Contractor would later demand payment from the Employer for the same work. 

- Subcontractors may not want to work for the Employer if the Employer would 

not pay them for the Subcontract Works being carried out. 

- But the Main Contractor is not getting paid as he is terminated and therefore 

cannot pay the Subcontractors. 

- Therefore it is advisable to make provisions in the Contracts :-

- also because payments have to be retained until final account stage to 

recover Employer’s additional costs of completing the Works and losses. 

- as there is no assurance that he will promptly pay the Subcontractor. 

- either, to replace the assignment provisions with novation provisions, 

- or, obligating the Main Contractor to assign his payment rights (in 

respect of the Subcontract Works) to Subcontractors. 
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Options to be considered, (if the likelihood of 

non payment by Employer to MC exists), by :-

- Insisting on secure payment terms from Main Contractors (such as Letters 

of Credit).

- Possibility of direct contracts with Employers, rather than becoming a 

domestic or nominated Subcontractor to a Main Contractor. 

- Either, selecting a Law which provides protection, 

Ø the Subcontractors :-

Ø the Subcontractors and the Main Contractors :-

UAE Federal Law No. 5/85 (2/87) – The Civil Code

Part 1 - Muqawala (contract to make a thing or to perform a task)

Article 890:

(1) A contractor may entrust the performance of the whole or part of 

the work to another contractor unless he is prevented from so 

doing by a condition of the contract, or unless the nature of the 

work requires that he do it in person.

Article 891 :

A sub-contractor shall have no claim against the employer for 

anything due to him from the first contractor unless he has made an 

assignment to him against the employer.

Section 3 - Subcontracting

BOOK TWO - CONTRACTS

CHAPTER III - Contracts of Work  

(2) The first contractor shall remain liable as towards the employer.



Law No. 19 of 2001 – Bahrain Civil Code

Chapter 1 - Contracts for Work  - Section I - General Rules of Contracts for Work:

Article 605

(a) A sub-contractor and workmen working for a contractor in the 

execution of a contract have a direct right of action against the employer 

but only to the extent of such sums as are due by the employer to the 

main contractor on the date that action is commenced.

(b) Workmen of a sub-contractor likewise have the same right of action 

against the main contractor and the employer to the extent of the claims 

in question.

Article 606

The rights of a sub-contractor and workmen provided for in the preceding 

Article have priority over those of a person to whom the main contractor 

has assigned sums due to him by the employer. In case of plurality, they 

shall recover their rights in proportion to the debt owed to each of them.

SECTION ONE - PERSONAL RIGHTS OR OBLIGATIONS

BOOK TWO – SPECIFIC CONTRACTS

Part III – CONTRACTS FOR HIRE OF SERVICES

Fourth: Assignment of Contract and Sub-contracts:

Law No. 22 of 2004 – Qatari Civil Code

Article 702 :

1 - The subcontractor and labourers who work for the main contractor while the work is 

being carried out will have the right to claim directly from the employer no more than 

the amount by which he is indebted to the main contractor from the time the action is 

brought and the subcontractor’s labourers will have the same right in respect of both the 

main contractor and the employer.

2 - The aforementioned subcontractor and labourers, when they levy an attachment in 

respect of the employer or main contractor, will have a priority right over the amounts 

due to the main contractor or the subcontractor at the time such attachment is levied and 

the priority right of each of them will be in proportion to his right and payment of these 

amounts may be made directly to them.

3 - Such rights of a subcontractor and labourers as are established under this article will 

be preferred to the rights of those to whom the contractor assigns his right in respect of 

the employer.

Sub-Section 1 - General Principles of a Contract of Works

BOOK TWO - CHAPTER III

Contracts Pertaining to Works - Section 1 - Contracts of Work

5. Termination of a Contract of Works

French Law

- Main Contractors have an obligation to provide bank guarantees to 

Subcontractors for the full anticipated Subcontract Price of each 

Subcontract.

- Employers have an obligation / duty to ensure that their Contractors 

discharge the above obligation.

- Therefore if an Employer does not ensure that its Contractor 

provides such a bank guarantee to a Subcontractor, then the 

Employer would become liable to pay the Subcontractor any due 

amounts that the Contractor fails to pay.

Options to be considered, (if the likelihood of 

non payment, by Employer to MC, exists), by:-

- Insisting on secure payment terms from Main Contractors (such as Letters 

of Credit).

- Possibility of direct contracts with Employers, rather than becoming a 

domestic or nominated Subcontractor to a Main Contractor. 

- Either, selecting a Law which provides protection, as the governing law, 

Ø the Subcontractors :-

Ø the Subcontractors and the Main Contractors :-

- or, getting provisions similar to those therein, drafted into the Main 

Contracts and the Subcontracts (and all tiers of sub-subcontracts).

What options should the Employer consider 

(if the likelihood of non payment / late 

payment, by the MC to S/c, exists) ? 



Causes of late payments by Main Contractor:-

Ø Employer not paying the Main Contractor in a timely and adequate manner.

- Deficiencies in pricing the tender during the pre-contract stage.

- Deficiencies in interim / final payment applications.

Ø Late and/or inadequate payments by Main Contractor to Subcontractor due to:-

- Deficiencies in valuation of variations.

- Deficiencies in reserving rights and claiming loss and expense.

- Undue levying on Subcontractors, of the recoveries made under the Main 

Contract.

- Not being diligent in recovering from the Employer, the dues of the 

Subcontractor (especially towards the end of a project where the Main 

Contractors’ scope is nearly complete and paid for).

- Channelling the received payments to fund the Main Contractor’s other 

needs / other projects.

- Undue attempts of belated negotiations to get further discounts from a 

Subcontractor (sometimes even after the Subcontract Works have been 

completed and taken-over ! )

- add such direct payment provisions to the FIDIC Yellow book.

- extend the Nominated Subcontract direct payment provisions in the FIDIC 

Red Books to include domestic Subcontractors as well. 

In order to prevent a project suffering from progress interruptions and also to 

prevent injustice to Subcontractors, all Employers should  :-

- strictly administrate direct payment provisions when a request is made.

- consider adding an obligation of the Contractor to provide security for 

Subcontract payments, by way of bank guarantees / Letters of Credit.

- specify in contracts a right to demand proof of payment to Subcontractors. 

Options to be considered, (if the likelihood of 

non payment, by MC to S/c, exists), by:-
Ø the Employers :-

- Insisting on secure payment terms from Main Contractors (such as Letters 

of Credit).

- Possibility of direct contracts with Employers, or being appointed as 

Nominated Subcontractors rather than becoming domestic 

Subcontractors to Main Contractors. 

Ø the Subcontractors :-

- consider adding a step-in right clause to the Collateral Warranty, to avoid the 

project suffering from the departure of a specialist Subcontractor.

Abu Dhabi orders prompt payments to 

construction contractors and suppliers
Contractors and suppliers will also have to pay subcontractors within 30 

days of receipt of government payments

Abu Dhabi, the capital of the United Arab Emirates, has instructed 

government departments and state-owned companies to pay 

construction contractors and suppliers within 30 days of receipt of 

invoices, a document seen by Reuters showed.

Contractors in the UAE have been bruised over the past few years after 

a drop in oil prices slowed economic growth.

In a circular from the Executive Council dated March 26, Abu Dhabi 

also asked to amend contracts so to oblige contractors and suppliers to 

pay subcontractors within 30 days of receipt of government payments.

“The government is always keen on encouraging the private sector and 

paying its financial dues,” the document said.
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Collateral Warranty :-

- A third party (such as a prospective buyer of the finished facility or the 

financier or a prospective tenant or any other) who has an interest in the 

facility may want an assurance that a specialist Subcontractor :-

- would not quit without notifying him if the Main Contractor defaults 

on payments, so that he can step in and make the payment to ensure 

work continuance / completion.

- is complying with the specified quality requirements.

- Privity of contract prevents a third party from enjoying any rights / benefits 

under a contract made between two other parties unless such right is specified 

in the contract. 

- Collateral Warranty requirements are enforceable in the UAE. 

- To facilitate the above :-

- Employers include in contracts a requirement to write a provision in 

the subcontracts requiring the Subcontractors to execute a 

Collateral Warranty with third parties to be named later.

- Attach to the contract a specimen of the Collateral Warranty 

Agreement.

- Main Contractors include the requirement in Subcontracts, and 

attach the specimen to the Subcontracts.

- When called upon to do so, the Subcontractors should execute it. 

Types of Subcontracts :-
- Domestic Subcontracts.

- Nominated Subcontracts 

- Who is responsible for the delays caused by Nominated Subcontractors ? 

:- 1. Nominated under PS 2. Nominated in Contract All specialists, merchants, tradesmen and others 

executing any work or supplying any goods, 

materials, Plant or services for which Provisional 

Sums are included in the Contract, who may have 

been or be nominated or selected or approved by the 

Employer or the Engineer, and all persons to whom 

by virtue of the provisions of the Contract the 

Contractor is required to subcontract shall, in the 

execution of such work or the supply of such goods, 

materials, Plant or services, be deemed to be 

subcontractors to the Contractor and are referred to 

in this Contract as  “nominated Subcontractors”.

59.1



Types of Subcontracts :-
- Domestic Subcontracts.

- Nominated Subcontracts

- Dubai Court of Cassation Case No. 213/2008 dated 19 January 2009

- Who is responsible for the delays caused by Nominated Subcontractors ? 

- Dubai Court of Cassation Case No. 340/1999 dated 16 January 2000
- Dubai Court of Cassation Case No. 266/2008 dated 17 March 2009

:- 1. Nominated under PS 2. Nominated in Contract



Dubai Cassation Court                                             

Case No. 266/2008 dated 17th March 2009

“when the subcontractor is selected by the 

employer or its consultants, the employer shall be 

liable for any delay in the performance of the 

subcontracted part and the main contractor shall 

not be liable for any delay fines if they can prove 

that the delay is caused by such subcontractor 

and the main contractor played no part in the 

delay”.

UAE Federal Law No. 5/85 (2/87) – The Civil Code

Part 1 - Muqawala (contract to make a thing or to perform a task)

Article 890 :

(1) A contractor may entrust the performance of the whole or 

part of the work to another contractor unless he is 

prevented from so doing by a condition of the contract, or 

unless the nature of the work requires that he does it in 

person.

Section 3 - Subcontracting

BOOK TWO - CONTRACTS

CHAPTER I - Contracts of Work 

(2) The first contractor shall remain liable as towards the 

employer.

Types of Subcontracts :-
- Domestic Subcontracts.

- Nominated Subcontracts 

- Dubai Court of Cassation Case No. 213/2008 dated 19 January 2009

- Who is responsible for the delays caused by Nominated Subcontractors ? 

- Dubai Court of Cassation Case No. 340/1999 dated 16 January 2000

- Unless the Contract specifies such responsibility, UAE Courts tend to place 

such responsibility on the Party who appointed them ! (i.e. the Employer !)

- Dubai Court of Cassation Case No. 266/2008 dated 17 March 2009

- Would the arrangements made by the Employer to employ Subcontractors / 

Specialists to work for him, fall into a category of Subcontracts ?

- No, they should not be called Subcontracts. Other expressions such as 

Employer’s Direct Contracts, Package Contracts or similar should be used.

Forms of Subcontracts :-
- ICE Blue Form of Subcontract (should not be used with FIDIC Main Contracts).

- FIDIC Conditions of Subcontract for Works of Civil Engineering Construction, 

1st Edition 1994 – Should be used when FIDIC 1987, 4th Edition is the Main 

Contract.

:- 1. Nominated under PS 2. Nominated in Contract

UAE Federal Law No. 5/85 (2/87) – The Civil Code

Part 1 - Contracts

BOOK ONE

CHAPTER I

Personal Obligations and rights 

Article 247 :

In contracts binding upon both parties, if the mutual obligations are 

due for performance, each of the parties may refuse to perform his 

obligation if the other contracting party does not perform that which 

he is obliged to do.

Section 3 – Effects of the Contract



Types of Subcontracts :-
- Domestic Subcontracts.

- Nominated Subcontracts 

- Dubai Court of Cassation Case No. 213/2008 dated 19 January 2009

- Who is responsible for the delays caused by Nominated Subcontractors ? 

- Dubai Court of Cassation Case No. 340/1999 dated 16 January 2000

- Unless the Contract specifies such responsibility, UAE Courts tend to place 

such responsibility on the Party who appointed them ! (i.e. the Employer !)

- Dubai Court of Cassation Case No. 266/2008 dated 17 March 2009

- Would the arrangements made by the Employer to employ Subcontractors / 

Specialists to work for him, fall into a category of Subcontracts ?

- No, they should not be called Subcontracts. Other expressions such as 

Employer’s Direct Contracts, Package Contracts or similar should be used.

Forms of Subcontracts :-
- ICE Blue Form of Subcontract (should not be used with FIDIC Main Contracts).

- FIDIC Conditions of Subcontract for Works of Civil Engineering Construction, 

1st Edition 1994 – Should be used when FIDIC 1987, 4th Edition is the Main 

Contract.

:- 1. Nominated under PS 2. Nominated in Contract

- FIDIC Conditions of Subcontract for Construction, 1st Edition 2011 – Should be 

used when FIDIC 1999, 1st Edition is the Main Contract.
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UAE Federal Law No. 2/87 – The Civil Code

Part 1

Contracts

Article 272 :

(1) In contracts binding on both parties, if one of the parties does not do 

what he is obliged to do under the contract, the other party may, after 

giving notice to the obligor, require that the contract be performed or 

cancelled.

(2) The judge may order the obligor to perform the contract forthwith or 

may defer (performance) to a specified time, and he may also order 

that the contract be cancelled and compensation paid in any case if 

appropriate.

Section 5

The dissolution of a contract

BOOK ONE - CHAPTER I

Personal Obligations and rights 
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FIDIC (Old) Red Book - 4

Delay Damages
Should the Delay Damages (i.e. the

Liquidated Damages or the Penalties) in

the Subcontract be the same as those in

the Main Contract ?

No

Yes



The Contractor shall make the Main

Contract (other than the details of the

Contractor’s prices thereunder as stated in

the bills of quantities or schedules of rates

and prices as the case may be) available for

inspection to the Subcontractor ……………

……………..The Contractor shall, in any

event, provide the Subcontractor with a

copy of the Appendix to Tender of the Main

Contract together with Part II of the

Conditions of Main Contract ………………….

………The Subcontractor shall be deemed

to have full knowledge of the provisions of

the Main Contract (less such details of the

Contractor’s prices).

4.1 ................... The Subcontractor shall so …….

execute and complete the Subcontract Works

……....... that no act or omission of his in relation

thereto shall constitute, cause or contribute to

any breach by the Contractor of any of his

obligations under the Main Contract …………

4.2

If the Subcontractor commits any breaches of

the Subcontract, he shall indemnify the

Contractor against any damages for which the

Contractor becomes liable under the Main

Contract as a result of such breaches. In such

event, the Contractor may, without prejudice to

any other method of recovery, deduct such

damages from monies otherwise becoming due

to the Subcontractor.

4.4
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UAE Federal Law No. 5/85 (2/87) – The Civil Code

Part 2 – Means of enforcement

Article 390 :

(1) The contracting parties may fix the amount of compensation in 

advance by making a provision therefor in the contract or in a 

subsequent agreement, subject to the provisions of the law.

Section 2 – Compulsory enforcement

(2) Performance by way of compensation

BOOK ONE

CHAPTER II – The effects of a right 

(2) The judge may in all cases, upon the application of either of the 

parties, vary such agreement so as to make the compensation 

equal to the loss, and any agreement to the contrary shall be void.



Should Compensation be Equal to the Loss ?

Federal Supreme Court Case                                     

No. 103/24 dated 21 March 2004
The effect of the provisions of Article 390 of the Civil Code is that in 

order for a penalty for delay - consensual compensation - to be paid, it 

is not sufficient that just the element of default should have been made 

out on the part of the obligor under the obligation. It is also necessary 

that the element of damages sustained by the obligee should be made 

out. If the obligor negates the element of damage, then the prescribed 

penalty will lapse. It is open for the judge to reduce the penalty for 

delay stipulated in private muqawala contracts if it is proved that they 

are excessive and the amount of damage is less than the amount of the 

agreed penalty, on the basis that compensation should be awarded in 

proportion to the damage. The damage is the loss in fact sustained by 

the aggrieved party, and his missed earnings. The trial court is obliged 

to include in its judgement a statement of the elements consisting 

damage taken into account in the penalty.
- Judge Abdul Aziz Muhammad Abdul Aziz.

If the damages are due and equal to the loss sustained, then the liquidated 

damages agreement in question shall be upheld. However, if the due damages 

are not equal to the loss sustained, the judge shall have the discretion upon the 

request of one of the parties, to increase or decrease the amount of these 

damages in order to reflect the loss suffered. This is in line with the Shari’ah 
principles under which compensation shall be equal to  actual loss suffered.

Commentary on the Civil Code                           

issued by the UAE Ministry of Justice

The effect of the provisions of Article 390 of the 

UAE Civil Code (Cont’d) :-

UAE Federal Law No. 5/85 (2/87) – The Civil Code

Part 2 – Means of enforcement

Article 389 :

If the amount of compensation is not fixed by law or by the 

contract, the judge shall assess it in an amount equivalent to the 

damage in fact suffered at the time of the occurrence thereof.

Section 2 – Compulsory enforcement

(2) Performance by way of compensation

BOOK ONE

CHAPTER II – The effects of a right 
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