Framework Agreement

"Gas Pipeline Installation Works"
Principal's contract reference No.:    


Contractor's contract reference No.:

I. 

Parties
1. Principal:
 NET4GAS, s.r.o.

                       with its seat at:        
 
Na Hřebenech II 1718/8, 140 21 Prague 4, Nusle

represented by:



 ID No. (IČ):

27260364



 VAT No.:                  
CZ27260364



 banking connection: 
Československá obchodní banka a. s., Prague 1



 account No.:              17470543/0300

 
 entered in
the Commercial Register kept by the Prague Municipal Court in Section C, File No. 108316

(the "Principal") 

2. Contractor:
 

with its seat at:



represented by:     


ID No. (IČ):                          

VAT No.:


 

banking connection:    



account No., IBAN: 
         


Commercial Register entry 

(the "Contractor") 

(whereas Principal and Contractor are hereinafter also referred to as "Parties") 

have entered into this framework agreement pursuant to Sec. 2586 et seq. of the Czech Civil Code (Act No. 89/2012 Coll., as amended) (the "Framework Agreement"):

II.
Subject Matter of the Framework Agreement 
1. The subject matter of this Framework Agreement is to provide a general legal framework of contractual conditions within which the individual orders of the Principal (or, as it were, individual contracts for work) for gas pipeline installation works within the meaning of Article III of this Framework Agreement will be concluded ("performances").

2. Nothing in this Framework Agreement shall be construed to imply obligations in connection with the ordering of performances by the Principal, unless an order has been delivered to the Contractor and accepted (confirmed) by the Contractor.

3. The Contractor shall render performances to the Principal depending on the Principal's current needs, based upon individual orders of the Principal (individual contracts for work) and upon the acceptance of these orders by the Contractor.  The Contractor agrees that the clauses of this Framework Agreement which govern the contractual relationships to which the individual orders of the Principal (individual contracts for work) give rise shall apply to, and be an integral part of, the contractual relationships which arise between the Parties based on these orders of the Principal.  

4. The Parties agree that each of the individual contractual relationships which will arise between them based upon orders within the meaning of this Framework Agreement always represents a separate contractual relationship.  

5. The Contractor undertakes to carry out its activities under this Framework Agreement within such time periods and scope as follows from the specific orders of the Principal, understandings between the Parties, and work assignments.  

6. In acting under this Framework Agreement or the individual contractual relationships, the Contractor shall always proceed in accordance with the Principal's instructions.  The Contractor must promptly notify the Principal if and when instructions given by the Principal are unsuitable.  

III.

Performance Specification

1. The subject matter of performances comprises, in particular:

· earthworks

· cutting out defective pipeline segments and valves and installing new ones

· welding work

· supply of selected material (on an ad hoc basis; if material is being supplied by the Principal, then the Contractor shall see to it that such material is transported from the Principal's central warehousing facility in Louny to the site of installation)

· crane works (as needed)

· pressure testing 

· visual seam inspection 

· gas leakage inspection

IV.

Duration of the Framework Agreement 
1. This Framework Agreement has been made for a limited period of time, beginning as of the date on which this Framework Agreement has been signed by both Parties, until 31 December 2017.  
2. The Principal may at any time unilaterally cancel this Framework Agreement even without giving reasons, based on written notice which must be delivered to the Contractor.  The Parties have agreed on a notice period of three months which begins on the first day of the calendar month that follows the day on which the letter of cancellation has been delivered.  

3. The expiry of this Framework Agreement upon lapse of the time period set out in paragraphs (1) and (2) of this Article has no bearing on individual orders (individual contracts for work) which have been delivered to the Contractor prior to the lapse of the time period set out in paragraphs (1) and (2) hereof.  
V.

Manner of Performance
1. As per the Parties' understanding, the Contractor shall render its performances to the Principal based on individual orders of the Principal (individual contracts for work) which are placed based on tender procedures.  

2. The Principal may ask the Contractor to submit a price bid in a written solicitation (and may do so repeatedly as needed), whereas individual solicitations of bids must contain in particular the following:

a) Performance specification;

b) Place of performance;

c) Performance deadlines;

d) Principal's contact person.

3. The Contractor undertakes to submit a price bid corresponding to the relevant solicitation, within the deadline set out in the tender documentation for the individual tender procedure.  Individual bids must contain in particular the following:

a) Performance budget;

b) List of subcontractors, along with a description of the work they will contribute, and their financial share in the performances;

c) Performance schedule;

d) Contractor's contact person.

4. Unless the Parties agree otherwise, the Principal may order the performances from the Contractor if it finds the Contractor's bid well-suited to its needs.  

5. The Contractor undertakes to accept the delivered order and to send the Principal written confirmation of such acceptance of the order within 3 (three) working days from the delivery of the Principal's order.  

6. As of the moment of confirmation of the order, a contractual relationship comes into existence between the Parties the subject matter of which are the performances specified in the order.  

7. The entire communication between the Parties regarding the solicitation of bids and the bid itself shall be conducted electronically (i.e., via e-mail or using the electronic portal Proe.biz).  Communication between the Parties regarding the order and its acceptance shall be conducted via e-mail.  The order, once confirmed via e-mail, becomes a binding legal transaction for the Contractor and gives rise to an obligation on the part of the Contractor to render the performances set out in the order for the benefit of the Principal, subject to the terms set out in the order and in this Framework Agreement, unless the Parties have agreed otherwise.  
8. The Contractor must report for work towards the provision of performances within 30 (thirty) calendar days from the acceptance of the order, unless the Parties have agreed otherwise.  

9. In the course of work on the performances, the Contractor may not work on more than two different performances at the same time.  

10. The Contractor agrees that the rights and obligations which arise from the individual contractual understanding (i.e., the accepted order) will be governed by the various applicable legal acts in this order:

a) the provisions of the individual contractual relationship;

b) the provisions of this Framework Agreement; and 

c) the relevant provisions of the Civil Code.

11. During the existence of this Framework Agreement, the Parties shall collaborate with respect to the implementation of the performances and assist each other as necessary.  

12. The manner in which the performances are to be rendered are governed by the provisions of Sec. 2586 et seq. of the Civil Code.  The work shall be carried out in accordance with the technological procedures, the applicable technical standards, and this Framework Agreement.  

13. The Contractor shall draw up technological procedures for the to-be-performed works, work schedules, and testing schedules, and submit them to the Principal for approval.  The Contractor shall do so in particular with respect to the draft technological procedure for pressure testing, with respect to which it must procure the approval of the Czech State Technical Inspectorate in accordance with ČÚBP decree No. 85/1978 and TPG 702 04 and which it must submit to the Principal for approval.  The Contractor must submit to the Principal for its review any and all documents which have impact on the quality and workmanship of performances rendered (or, as the case may be, procured) by the Contractor, and must do so sufficiently in advance.  Unless and until the Principal approves these documents, neither the Contractor nor its subcontractors may use the documents or commence the relevant work.  
14. The Principal shall inform the Contractor who has been authorized to exercise the technical supervision over a given project, and shall do so no later than upon handover of the installation site.  
15. The Principal must give instructions to the Contractor regarding the manner in which the performances are to be rendered.  If the Principal fails to do so, then the Contractor shall proceed independently.  
16. The Contractor undertakes to notify the Principal promptly and in writing of the unsuitable nature of individual instructions on how to render the performances.  If such unsuitable instructions hinder the Contractor from proper performance, the Contractor shall suspend work on the performances to the extent that this is necessary until the Principal modifies its instructions or, as the case may be, informs the Contractor in writing that it insists on the manner of performance outlined in the original instructions.  Prior to suspending work on the performances, the Contractor must notify the Principal of this imminent step in writing, and provide reasons as to why it regards specific instructions of the Principal to be unsuitable.  

17. Unless the Contractor has promptly notified the Principal in writing of the fact that the Principal's instructions are ill-suited to the given task, the Contractor shall be liable for defects (or, as the case may be, the impossibility to complete the given performance) caused by the Principal's unsuitable instructions.  
18. The Principal shall hand over the installation site to the Contractor based on an ad hoc understanding with the latter.  The handover of the installation site shall be recorded in a protocol that is to be signed by both Parties.  
19. As of the day on which the Contractor takes over the installation site, the Contractor must keep a site journal.  Aside from the Contractor itself, the Principal's technical supervisor may also make entries in the site journal, and so may he planning engineer's authorized representative in charge of planner's supervision, the Construction Management, the Principal's technical supervision and quality control managers, government authorities tasked with supervision and control as well as other government authorities, and other authorized staff of the Principal and the Contractor.  
20. If the Contractor disagrees with entries in the site journal made by the Principal, then it must furnish such entries with a substantiated opinion of its own within 3 (three) working days; failure to do so means that the Contractor will be deemed to have given consent to the Principal's entry.  
21. If the Principal and the Contractor arrive at conflicting viewpoints with respect to entries in the site journal that cannot be resolved in a qualified manner and on a professional level between the Principal's technical supervisor and the Contractor's site manager, then representatives of both Parties with a mandate to negotiate technical matters must meet and resolve the conflicting viewpoints within 5 (five) working days.  
22. Unless stated otherwise, (i) the Contractor is liable for ensuring that no unauthorized individuals move about anywhere at the installation site, and (ii) the presence of authorized individuals on the installation site shall be limited to staff of the Contractor and of subcontractors, staff of the Principal, and possibly other persons whom the Principal will announce and identify vis-a-vis the Contractor.  
23. The Contractor undertakes to duly discharge its obligations under the agreements which it has made with subcontractors for the implementation of individual performances, especially as regards obligations concerning payments in such amounts and by such dates as set out in those individual agreements.  
24. All staff of the Contractor and of its subcontractors must, when on site, wear work clothes that are clearly labeled with the business name of their employer.  
25. In carrying out the performances, the Contractor must not use any persons who do not hold the relevant accreditation or certification.  This obligation also extends to subcontractors, and the Contractor is fully liable for their compliance.  
26. Whenever specific works have been completed, and before they are covered, obstructed, installed in inaccessible places, or put in packaging for storage or transport purposes, the Contractor must call upon the Principal's representative in technical matters to carry out a technical inspection on behalf of the Principal; the Contractor must do so by way of an entry in the site journal and by sending the same information via e-mail to the address of the Principal's representative, with at least 5 (five) working days' advance notice.  The Principal's representative must express approval or disapproval with the obstruction of partial performances by way of an entry in the site journal.  
27. If the Contractor fails to discharge the above obligation, it must enable the Principal to carry out a supplementary inspection and bears the expenses associated with it.  
28. In carrying out the performances, the Contractor must not use machinery (means of mechanization) which is prohibited on grounds of protection of the environment, or which is environmentally harmful because of emissions of operating fluids or gases, excessive noise, or exhaust emissions.  If the Principal learns of a violation of this obligation by the Contractor, then the Contractor must promptly remove such machinery from the site upon notice by the Principal.  In such a case, the Contractor is liable vis-a-vis the Principal for any damage thus incurred.  
29. The Principal will take over the subject matter of performance based on a protocol on the handover and acceptance of performances.  

30. The Contractor's obligation to duly complete and handover the performance (work) and the Principal's obligation to take over and accept the performance (work) is deemed discharged as at the day on which the handover and acceptance protocol has been drawn up and confirmed by way of its execution by the Parties' authorized representatives.  If the Principal refuses to accept the performance (work), then it must list its reasons for such refusal in the protocol and specify a reasonable date by which defects or missing work must be remedied.  

31. The Principal may refuse the acceptance of a performance (work) which, at the time of handover, suffers from defects or missing work preventing its proper enjoyment.  The Principal is entitled (but not obliged) to accept a performance (work) which suffers from defects or missing work that do not prevent its proper enjoyment.  In the event of doubt regarding the character of a given defect or of missing work, the defect or missing work shall be assumed to be of such nature as to prevent the proper enjoyment of the given performance (work).  If the Principal accepts a performance (work) that suffers from defects or missing work, or if the Principal refuses to accept the performance (work), the Principal shall specify the defects or missing work in more detail in the protocol and agree with the Contractor on a date by which remedies must be provided.  If no agreement is reached, then the Principal shall stipulate a reasonable deadline.  The provisions of this Article also apply, with the necessary modifications, to the handover and acceptance of performances (works) after defects or missing work have been remedied.  

32. In accordance with TPG 702 04, the Contractor must provide the Principal in the course of the acceptance procedure with the as-built documentation and the accompanying technical documents (in hardcopy and an electronic version), which must comprise (but are not limited to) the following documents:

i. documents concerning the Contractor's qualification;

ii. documents concerning the qualification of Contractor's staff;

iii. documentation of the materials used (relevant inspection certificates pursuant to ČSN EN 10204 in the original or possibly in color copies);

iv. building documentation (site journal);

v. implementation documents, including modifications (if any) that were approved by the Principal;

vi. as-built documentation, following the structure required by the Principal (including workshop documents and accompanying technical documents, within the scope defined by the applicable technical standards and by the conventions of manufacturers of machines, equipment, instruments, and materials, including operating, maintenance, and assembly manuals);

vii. testing and inspection protocols;
viii. site journal and installation log;

ix. operating and assembly manuals for equipment, including protocols that evidence the training of the Principal;

x. documents on the environmentally safe disposal of waste in accordance with Czech law; 

xi. originals of initial inspection reports, binding expert statements, attestations, conformity declarations, and certificates for equipment and materials used;

33. In carrying out the performance (work), the Contractor undertakes to proceed in accordance with this Framework Agreement, the individual orders, the General Terms & Conditions for the supply of goods and the performance of works (or other performances) that were issued within the meaning of Sec. 1751 of the Civil Code (Act No. 89/2012 Coll., as amended) (the "T&C") set out in Schedule No. 1 to this Framework Agreement, the General Terms and Conditions for ensuring Occupational Safety and Health, Protection of the Environment, Fire Prevention, and Security – Physical Safety ("Occupational Safety and Health requirements") set out in Schedule No. 2 to this Framework Agreement, and the Technical requirements for work and other activities in buildings, hazardous areas, zones, and in the vicinity of network installations and lines under the management of NET4GAS, s.r.o. (the "Technical Requirements") set out in Schedule No. 3 to this Framework Agreement.  The Contractor further undertakes to ensure that these conditions and requirements will in their entirety be observed also by any subcontractors who may carry out activities in connection with the performances.  

34. The Principal reserves the right to carry out, at any time, an audit of technological procedures, of compliance with the Occupational Safety and Health requirements, and of the expert qualification of the Contractor, in view of the subject matter of this Framework Agreement and of the individual (partial) performances.  

VI.

Rescission of Accepted Orders
1. The Principal may withdraw in writing from any individual order of the Principal (individual contract for work) if the Contractor:

a) fails to commence work on the performance within 10 (ten) working days from the date of commencement stipulated in the order;

b) fails to remedy defects ascertained during the period of performance by the Principal and communicated in writing to the Contractor, even after the Principal set an additional period for remedies in writing;

c) suspends performances without good cause;

d) is in default with handover of the performance for more than 15 (fifteen) working days;

e) must pay a total amount of contractual penalties under Article X of this Framework Agreement which is equal to or greater than 10% of the price of the individual performance;

f) in spite of a repeated written reminder by the Principal renders performances (i) with insufficient professional care; (ii) in conflict with the order; and (iii) in conflict with the generally binding provisions of statutory law.  
2. Further, the Principal may withdraw in writing from individual orders of the Principal (individual contracts for work) if: 

a) an insolvency procedure has been initiated against the Contractor's estate;

b) a motion for declaration of insolvency against the Contractor has been dismissed for lack of assets; and/or 

c) the Contractor enters into liquidation.

3. Any mutual receivables of the Parties that have arisen by the date of rescission of individual orders of the Principal (individual contracts for work) under this Article shall be resolved by way of mutual set-off, whereas this set-off shall be performed by the Principal.  

4. The date of rescission of a given order is the day on which the written notice of rescission by the entitled Party is being delivered to the other Party or, as the case may be, the third day from the day on which the notice of rescission was posted with the postal delivery service.  The rescission of an order has no bearing on the Parties' rights for payment of due contractual penalties and of compensation for damages.  
VII.

Price of Performance
1. The total price for individual orders of the Principal (individual contracts for work) shall be determined based on the Contractor's bid which in the individual case was accepted by the Principal based on a tender procedure.  

2. Value-added tax shall be added to this price as set out in Act No. 235/2004 Coll., on value-added tax, in the wording in effect as of the day on which the obligation to report VAT arises (the "VAT Act"), taking into account in particular the provisions of Sec. 92e of the VAT Act.

3. From the perspective of the VAT Act, the date of taxable performances and supplies is the day of handover and acceptance of the performances (of the work), which is the day on which the handover and acceptance protocol is being signed.  

4. The Parties may only change the agreed price if the scope of performances changes, whereas such a change always requires a prior written amendment to the individual order of the Client (to the individual contract for work). This provision does not apply to penalties, discounts, or compensation payments as may be charged based upon this Framework Agreement.  

5. The Contractor shall only begin to carry out work associated with a change of the subject matter of performance as set out in the individual order of the Principal (the individual contract for work) after the Parties have reached a mutual written understanding.  The Parties shall agree beforehand on the financial volume of such works and record their understanding in writing.  Unless the Parties have agreed on the consequences which a change of the performance (work) has on the amount of the price, it is understood that the given change shall not be reflected in the total price of the performance (work).  

VIII.

Terms of Payment 
1. The Contractor's billing must be based on a faultless and complete provision of the performances (work) pursuant to Article II.3 of this Framework Agreement, as substantiated by a copy of the "Protocol on the Handover and Acceptance of Performances (Work)", countersigned by the authorized representatives of both Parties, which must be attached to the relevant invoice.  

2. The price will be paid based upon the invoice (tax voucher) issued after the handover and acceptance of the performances.  The term of payment and the mandatory contents of the invoice (tax voucher), and the right to return the invoice for corrections or to demand that a new invoice be issued, are governed by the provisions of Articles II.10 and II.11 of Part B of the T&C.  Aside from the total price for the performances, the invoice (tax voucher) must also itemize unit prices.  
IX.

Warranty
1. The Contractor vouches for the faultless and complete provision of the performances (the work) in line with the conditions of this Framework Agreement and of the individual orders of the Principal (individual contracts for work); upon ascertaining any defects or missing work, the Contractor must promptly remedy the shortcomings at its own expense.  

2. The Contractor provides the Principal with a 60-month warranty on work completed as a part of the performances.  The warranty period for delivered parts (including spare parts) is 24 months.  The warranty period commences separately for each individual performance, as of the day of takeover of the relevant performance under the individual order of the Principal (individual contract for work).  

3. The Principal must notify the Contractor of defects of the performance (of the work) in writing via e-mail (hereinafter the "notice"), and must do so promptly upon ascertaining the defects.

4. In the notice, the Principal must specify the defects of the performance (of the work), specify the claim brought before the Contractor, and specify the time period within which the defects must be remedied.  

5. If the Principal decides, because of the Contractor's insufficient cooperation, to remedy defects or missing work at its own expense, it may demand that the Contractor reimburse expenses purposefully made towards such repairwork, on grounds of the Contractor's liability for such defects and missing work.  

X.

Contractual Penalty; Default Interest
1. For non-performance of its payment obligations, the Principal must pay default interest in the amount of 0.05 % of the outstanding debt per each (if only commenced) day of default.
2. The Principal may charge a contractual penalty from the Contractor for:

a) non-compliance with the deadline for the commencement of performances, in the amount of 0.5% of the performance value for each (if only commenced) day of default;

b) default with the final deadline for handing over the performances and the deadline for the removal of defects, in the amount of 0.5% of the performance value for each (if only commenced) day of default;

c) work carried out by non-approved subcontractors or otherwise unauthorized personnel, in the amount of CZK 10,000 (ten thousand Czech crowns) for each ascertained instance of such breach of contract;

d) non-compliance with rules in the area of occupational safety and health and fire prevention, in the amount of CZK 5,000 (five thousand Czech crowns) for each ascertained instance of such breach of contract;

e) non-compliance with approved technological procedures, in the amount of CZK 10,000 (ten thousand Czech crowns) for each ascertained instance of such breach of contract;

f) use of environmentally harmful machinery (means of mechanization), in the amount of CZK 5,000 (five thousand Czech crowns), for each ascertained instance of such breach of contract;
g) non-compliance with the Technical Requirements (Schedule No. 3 of this Framework Agreement), in the amount of CZK 10,000 (ten thousand Czech crowns), for each ascertained instance of such breach of contract;

h) breach of confidentiality within the meaning of the T&C, in the amount of CZK 1,000,000 (one million Czech crowns) for each ascertained instance of such breach of contract;

3. Such a contractual penalty is payable within 30 (thirty) calendar days from the delivery of written notice to the Contractor wherein the Principal calls for payment.

4. The Principal reserves the right to adjust the amounts of penalties for individual performances.  Such modifications will be listed in the individual order for performances.  

5. Contractual penalties have no bearing on the Principal's claim for damages.  Further, the Parties have agreed that even upon payment of the contractual penalty, compensation must be paid for damage in the actual amount, whereas any contractual penalty already paid with respect to such damage shall be included in, and count towards, such compensation.  

6. If the Contractor fails to pay the contractual penalty to the Principal within the time period set out in paragraph (3) above, the Contractor may set off the due contractual penalty against the Contractor's receivable, i.e., it may deduct an amount corresponding to the contractual penalty from the payment which the Principal owes to the Contractor.

XI.

Authorized Personnel
1. Authorized personnel on the part of the Principal:

a) In technical matters:


the Project Manager in charge of the individual project 


or else an individual with written authorization from the Principal

b) In contractual matters:

Mgr. Markéta Vanžurová, Procurement and Logistics Specialist

phone No.: +420 220 223 825

e-mail: marketa.vanzurova@net4gas.cz,


or else an individual with written authorization from the Principal.

2. Authorized personnel on the part of the Contractor:     

a) In technical matters:

phone No.:, e-mail,


or else an individual with written authorization from the Contractor.

b) In contractual matters:

phone No.:, e-mail: 

or else an individual with written authorization from the Contractor.

XII.

Final Provisions
1. If any of the provisions of this Framework Agreement or of an individual solicitation/order is or becomes invalid, inoperative, or inscrutable (and be it in parts), then this shall have no effect on the validity and operativeness of all other provisions of this Framework Agreement or of the individual solicitation/order.  The Parties undertake to replace such a provision with a new provision that corresponds as close as possible to the legal and commercial purpose of the original provision, and to do so promptly (and in any case no later than within 30 (thirty) calendar days from the moment in which they learned of such fact).  
2. Issues that are not expressly addressed by this Framework Agreement shall be governed by the provisions of the T&C and the relevant provisions of the Civil Code.  By way of its signature on this Framework Agreement, the Contractor confirms that it has familiarized itself with the wording of Schedule No. 1 to this Framework Agreement; it represents that it considers none of the provisions of the said Schedule to this Framework Agreement to be outside the scope of what may reasonably be expected within the meaning of Sec. 1753 of the Civil Code.  The Contractor hereby gives its express consent with the following provisions of Part B of Schedule No. 1 to this Framework Agreement: Articles II.9.2 and II.9.3 (complete budget), II.9.4 (risk of a change of circumstances), II.11.1 (term of payment), II.13 (no assignment / set-off), II.15.1 (cancellation), II.16 (withdrawal), II.17 (suspension of performances), III.1 (supplier's default), IV.1.2 (exclusion of certain provisions).
3. As per the express understanding of the Parties, which are both commercial entities, the provisions of Sec. 1799 and 1800 of the Civil Code on the invalidity of clauses of contracts of adhesion are hereby ruled out and shall not apply.  
4. Each Party bears its own expenses in connection with the conclusion of this Framework Agreement.
5. The following schedules are an integral part of this Framework Agreement and of the individual orders:
a. Schedule No. 1 - General Terms and Conditions of NET4GAS 2014;

b. Schedule No. 2 - Occupational Safety and Health, Protection of the Environment, Fire Prevention, and Security – Physical Safety; and 

c. Schedule No. 3 - Technical requirements for work and other activities in buildings, hazardous areas, zones, and in the vicinity of network installations and lines under the management of NET4GAS, s.r.o.

The Parties represent that they have duly read this Framework Agreement before entering into it, that they have understood its contents and approve of the same, and that they have entered into this Framework Agreement of their own free and serious will.  In witness of this fact, individuals who are authorized to act on behalf of the Parties have added signatures of their own hand.  
(Place, Date)
Prague, (Date)

On behalf of the Contractor:
On behalf of the Client:


__________________________
____________________________

____________________________
____________________________
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