COLLATERAL AGREEMENT 

Riga, ________________________

_________________ (registered with the Republic of Latvia under No _______________), hereinafter referred to as the Bank, represented by ______________________ according to the letter of attorney, on the one hand and

_______________________, with its Director ___________________ acting on behalf and in the interests thereof according to the Charter of the Company, and

___________________________ (registered with the Republic of Latvia under No _______________), with its Director _____________________ acting on behalf and in the interests thereof according to the Charter of the Company, both hereinafter jointly referred to as the Pledgor, on the other hand, and all parties hereto hereinafter jointly referred to as the Parties hereto, according to their good will and belief, without any misrepresentation, fraud or coercion agree as follows:

1. SUBJECT OF THE AGREEMENT

1.1. The Pledgor pledges real estate, hereinafter referred to as the Estate, consisting of ______________ with total are of _________ m2 located on __________ Street in Riga; designation in the Cadastre: No ____________ with the Bank.

1.2. The Pledgor’s title to the Estate is certified with Land Book of Riga, Section No ___________, according to Decision (Register No ---------------) of  Land Book Department of Riga of ____ of  ________, ________year and according to Decisions (Register No ______ and ______) of Land Book Department of Riga of _______, 2000.

1.3. Pledge of the Estate established hereby serves as security of claims that may appear with the Bank against _________ (registered with the Republic of Latvia under No ___________), hereinafter referred to as the Borrower, in case of default or improper fulfillment of Loan Agreement No ________  concluded between the Bank and the Borrower on _________, 2000, hereinafter referred to as the Loan Agreement.

1.4. The Estate shall be responsible for repayment of the loan stated in the Loan Agreement, payment of interest for use thereof and penalty, if any, as well as for reimbursement for losses of the Bank related to default of other liabilities under the Loan Agreement. The Estate shall also be responsible for necessary and expedient expenses sustained by the Bank for maintenance and storage of the Estate.

2. LIABILITIES OF THE PARTIES.

2.1. The Pledgor guarantees and represents that:

2.1.1. the same is the only and lawful owner of the Estate, and the same is entitled to freely dispose of it;

2.1.2. neither the Estate as integrity of things, or as a specific part of the Estate as part of such integrity of things is pledged, alienated to third persons, the same is under no ban or arrest, there are no encumbrances, restrictions or disputes concerning the Estate, except for pledge and mortgage in favor of the _____________, prior to conclusion of the present Agreement, and no such activities or activities that might materially reduce the value of the Estate, as it is as of the moment of conclusion of the present Agreement during validity of the Agreement, without the written consent of the Bank.
2.2. The Pledgor undertakes to submit the following original documents for the Pledge to the Bank on the date of signing the present Agreement:

-
Inventory Files;

-
the Purchase Agreement or a document underlying the Pledgor’s title to the Pledge;
-
Land borders plan;

-
Land Book Act.

2.2.1. The Pledgor undertakes to issue to the Bank a general power of attorney certified by the notary for sale of the Pledge in case of default of liabilities under the Loan Agreement on the date of signing the present Agreement. In case the Pledgor revokes the power of attorney issued to the Bank for sale of the Pledgor’s Estate before all liabilities of the Borrower stated in the Loan Agreement are fulfilled, the Pledgor shall pay to the Bank a penalty of 25% (twenty-five per cent) of the loan amount stated in the Loan Agreement;

2.2.2. The Pledgor undertakes to duly pay for all communal payments, as well as payments for electricity, telephone and other payments related to maintenance and operation of the Estate, without allowing for establishment of debts. The Pledgor undertakes to immediately submit documents certifying fulfillment of payments stated in the present paragraph, at the request of the Bank.

2.3. The Pledgor undertakes to insure the Estate at its own expense within two days from the moment of signing the present Agreement, with previous approval of insurance conditions of the Estate by the Bank.


The Pledgor undertakes to enter a reference that upon occurrence of an insured accident insurance indemnity shall be paid to the Bank, in the insurance policy, when concluding the agreement.


The Pledgor undertakes to submit the copy of insurance policy of the Estate to the Bank within 2 (two) days upon insurance of the Estate according to provisions of the present paragraph. 


The Pledgor shall submit a new insurance policy of the Estate to the Bank at least 5 (five) days prior to expiry of validity of the insurance policy.


Unless the Pledgor insures the Estate, the Bank shall be entitled to independently insure the Estate, and the Pledgor shall be obliged to repay insurance expenses to the Bank according to tariffs of the Bank.


The Pledgor undertakes to abstain from any activities that may have a negative effect on the amount of insurance indemnity of the Estate payable to the Bank upon occurrence of an insured accident of the Estate during validity of the present Agreement.


The Bank shall use insurance indemnity of the Estate received to cover the respective part of liabilities stated in the Loan Agreement.

2.4. The Pledgor undertakes to submit all necessary documentation to the Bank at the request of the Bank. The Pledgor shall cover expenses that may arise in fulfillment of provisions of the present paragraph.

2.5. During validity of the present Agreement, the Estate shall remain possessed by the Pledgor, except for cases when the Estate remaining possessed by the Pledgor is contrary to or impossible in connection with observance and 
fulfillment of provisions and liabilities stated in the present Agreement. In case of fulfillment of liabilities under the Loan Agreement in full, the Pledgor shall not lose title thereto.

2.6. The Pledgor undertakes to pay for all expenses related to operation of the Estate (incl. for communal services, electric power supply, telephone, etc.) within terms stated, throughout validity of the Loan Agreement.

2.7. Upon satisfaction of all claims of the bank ensuing from the Loan Agreement, Pledge rights of the Bank concerning the Estate shall be covered according to procedures stated by the law of the Register of Enterprises of the Republic of Latvia.

2.8. Unless the Borrower repays the loan stated in the Loan Agreement to the Bank and/or pays interest for use of the Loan, or Late Penalty stated in the Loan Agreement to the Bank, or else in case the Bank is forced to terminate the Loan Agreement due to default of any other liability of the Borrower stated in the Loan Agreement, within validity of the Loan Agreement, the Pledgor undertakes to transfer the Estate to the Bank within 10 (ten) days upon expiry of maturity of any liability stated in the Loan Agreement or from the moment the Bank terminates the Loan Agreement,  in order to satisfy claims of the Bank under the Loan Agreement. In this case the Pledgor shall immediately vacate the Estate and shall transfer the same and all belongings of the Estate to the Bank.

2.8.1. In a period of 15 (fifteen) days after the tenor of any liabilities under the Loan Agreement or starting form the moment the Bank terminates the Loan Agreement, the Pledgor has a right to sell the Estate if the Bank receives notice in written and if the Pledgor in written agrees with the Bank regarding the price of the Estate. If the Pledgor fails to sell the Estate in the above mentioned term the Bank shall be entitled to sell the Estate at its own discretion at free prices and without previous approval by the Pledgor, assigning receipts from alienation of the Estate to reimbursement for its losses. The Pledgor waives any objections against alienation of the Estate beyond court. The Pledgor undertakes to cover all expenses related to sale of the Estate.

2.8.2. In case the Pledgor defaults and fails to observe provisions of the present Agreement, the same undertakes to reimburse all losses of the Bank related thereto.

2.9. The Bank shall register the Estate pledge (Pledge), register amendments to the application, shall cover Pledge applications, as well as shall perform other activities in the respective Land Book Department;

2.10. The Pledgor shall get copies of documents and its signatures certified by the notary, attracting a representative of the Bank if required.

The Pledgor undertakes to cover all expenses that may arise when performing activities stated in paragraph 2.9 and 2.10 of the present Agreement.

2.11. Throughout validity of the present Agreement the Bank shall be entitled to request that the Pledgor present the Estate, as well as documents certifying the Pledgor’s title to the Estate, and the Pledgor shall not be entitled to refuse to fulfil such obligation. The Pledgor shall not be entitled to request that the Bank reimburse the same against expenses related to presentation of documents, the Estate, and unforeseen losses sustained.

2.12. During validity of the present Agreement, the Pledgor shall not be entitled to alienate, Pledge, encumber the Estate in any way, to lease (let) or transfer the same for use free of charge  without the written consent of the Bank.

3. VALIDITY OF THE AGREEMENT
3.1. The present Agreement shall enter into effect from the moment of signing the Agreement and shall be valid until all liabilities under the Loan Agreement are fulfilled.

4. OTHER PROVISIONS

4.1. In fulfilling liabilities under the present Agreement, the Parties hereto shall proceed from current standard acts of the Republic of Latvia.

4.2. The Parties hereto shall attempt to settle any unclear issues and disputes through mutual negotiations; unless arrangement is achieved, such dispute shall be transferred for trial to the respective court institution of the Republic of Latvia according to the law of the Republic of Latvia in keeping with jurisdiction, or to Riga International Arbitration Court at the discretion of the Bank.

4.3. Any amendments or supplements to the present Agreement shall be valid if made in writing and signed by the Parties hereto; the same shall be an integral part thereof.

4.4. By signing the present Agreement, the Parties hereto certify that the same are acquainted with provisions of the present Agreement in full, and acknowledge the same as binding upon themselves throughout validity of the present Agreement.

4.5. In case of reorganization or liquidation of the Parties hereto, all liabilities and rights undertaken under the present Agreement shall be assigned to successors to rights and liabilities of the Parties hereto.

4.6. The present Agreement has been made in the Latvian and English languages and signed in 5 (four) counterparts – 4 counterparts in Latvian language and one in English language. One of the Latvian language counterparts is being kept with the Pledgor, two - with the Bank, and the fourth counterpart being issued to the respective Land Book Department. One copy of the agreement in English language should be submitted to the Bank.

4.7. In case of any disputes regarding the conditions and terms of the present agreement the Latvian language original copies shall prevail.

   The Bank:                                                                            The Pledgor:
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