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Goal:  The avoidance of contract management difficulties as well as the 
more significant contractual disasters. 

The ultimate outcome of the work 
product of vessel design engineers, 
shipbuilding contractors, equipment suppliers, 
vendors and subcontractors is controlled 
through the mechanisms defined by a 
shipbuilding contract.  The contract defines the 
rights and responsibilities of the two parties 
that execute the contract, the Owner and the 
Contractor.  

The Owner's design engineers who 
continue on the project, as well as all the other 
organizations participating in the project, have 
to work within the boundaries of their 
contractually stipulated rights and 
responsibilities.  If those rights and 
responsibilities have not been adequately 
defined during contract formation, each 
participating organization may not be able to 
make its contribution to the project in the 
manner it anticipated.  

Accordingly, it is in the interest of each 
organization, and the professionals within 
them, to not only understand the contract that 
controls their actions, but perhaps also to have 
a role in the formation of the contract.  But in 
order to appreciate the interaction between the 
various elements of the contract, of which 
there are many, as well as to appreciate the role 
of each participant, it is necessary to have a 
fundamental understanding of the content and 
composition of shipbuilding contracts. 

This paper provides a description of the 
elements of such contracts, and the purpose of 
each such element of the contract, all in a 
manner that is suitable for persons who are not 
lawyers.  

The ultimate purpose of this paper, by 
providing insights based on actual 
shipbuilding contractual experiences, is to 
assist readers in the avoidance of contract 

management difficulties as well as the more 
significant contractual disasters. 
1. Introduction
2. Organizational Experience
3. Perspectives, Not Standards
4. Contract Components
5. Purpose of Shipbuilding Contracts
6. Defining Contractual Relationships
7. Agreement
8. Terms and Conditions
9. Contractor's Technical Proposal
10. Decision-Making Authority
11. Government Contracts
12. Government Role in Commercial Contracts
13. Formation of the Agreement
14. Contract Deliverables and Communications
15. Introduction of Agreement
16. Entire Agreement
17. Coordination of Contract Documents
18. Definitions, Abbreviations, Interpretations
19. Delivery of Vessels, Options for Add’l Vessels
20. Scope of Work and Representations
21. Intellectual Property Rights
22. Materials and Workmanship
23. Regulatory and Classification
24. Industry Standards
25. Contract Price
26. Unit Prices
27. Delivery of the Vessel(s) to Shipowner
28. Project Schedule
29. Liquidated and Actual Damages (Delivery)
30. Liquidated Damages (Performance, Design)
31. Representatives of the Parties
32. Examination of Plans
33. Inspection of Workmanship and Materials
34. Changes in Specifications, Plans and Schedule
35. Extension of Time
36. As-Built Drawings and Calculations
37. Operating and Technical Manuals
38. Tests and Trials
39. Warranty Deficiencies and Remedies
40. Progress Payments
41. Contract Retainage
42. Special Retainages
43. Technical Project as Basis of Agreement
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