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LOAN AGREEMENT

This Agreement is made as of this _______ day of ____________2000., between:

SIA ___________________,

a limited liability company registered with the Company Register of Latvia under No _________________, which legal address is ___________________________________ as represented by its __________________________________ (hereinafter: the Lender), party of the one part, 

and 

____________________________,

a joint stock company registered with the Company Register of Latvia under No ___________, which legal address is _______________________ as represented by its ____________________ (hereinafter: the Borrower), party of the other part, (hereinafter both together called: the Parties)

hereby agrees as follows:

1. THE LOAN
1.1.  The Lender lends on the conditions set out below the sum of LVL _____________  (_________________________) (hereinafter: the Loan), and the Borrower accepts same. 

1.2.   ____________% interest is payable for the Loan, provided that the Borrower fulfils its obligations under this Agreement. In case the Borrower does not fulfil its obligations provided in this Agreement, the interest in the amount of 15% (fifteen per dent) per annum shall be calculated for the whole Loan.

1.3.  The Borrower shall repay the Loan during the term of this Agreement by providing marketing services etc. as specified below to the Lender for the total value of LVL _____________.

1.4.   The Loan shall be deposited in the bank account indicated by the Borrower during the year ____________________

1.5.  The Loan shall be used solely for constructing and maintaining _________objects (hereinafter: the Objects) to be situated at the locations specified in Schedule 1 (hereinafter: the Locations)  attached to this Agreement and forming an integral part of same. 

1.6.  The Lender shall be entitled to demand from the Borrower documentation proving that the Loan has been used as agreed. 

2. OBLIGATIONS OF THE BORROWER 

The Borrower hereby undertakes to:

a)  negotiate with the appropriate Latvian Agencies to place the Objects in the Locations and procure all necessary permits, certificates, licenses and authorisations required for the use and operation of the Objects (as used in this Agreement, the terms "Latvian Agencies" or "Latvian Agency" shall mean state, governmental and municipal institutions);

b)  organise the transportation of the Objects from the manufacturer to their Location, which is one of the Locations specified in Schedule 1;

c)  assume any risk of any fortuitous damage to or destruction of the Objects; 

d)  at all times during the time the Objects are pledged to the Lender have the Objects insured at a respectable insurance company;

e)  ensure that the Objects are placed, registered for use and operated in accordance with Latvian legislation and in accordance with other requirements of Latvian Agencies;

f)  ensure that the Objects will only be used in accordance with the terms and conditions herein contained and according to the activities of Borrower and will not be used for any purpose other than that for which they were designed;

g)  pay all costs, expenses, fees and charges incurred in connection with the use and operation of the Objects;

3. INSTALLATION OF THE OBJECTS

It is envisaged that the Objects shall be installed by the Borrower in accordance with the terms of this Agreement as soon as reasonably practicable after the date of signing. In any event the Objects shall be installed not later than 5 (five) months after the date of this Agreement, i.e., until ___________, 2000.

4. ALTERNATIVE LOCATIONS

In the event that any of the Locations are not available for the Objects, the Parties shall agree in writing on new locations and execute an amended Schedule 1.

5. LEASE, TRANSFER AND ASSIGNMENT ETC.  

5.1.  The Borrower undertakes not at any time during the term of this Agreement enter into any arrangement for the lease of the Objects to any third party. 

5.2.   The Borrower is not entitled to use the Objects for any purposes of creating security, i.e. by mortgage, lien, pledge or otherwise, pledge or mortgage to the Lender excluded.

5.3.   The Borrower shall immediately inform the Lender of any claim against the Objects of any third party.

5.4.   None of the parties may transfer or assign any of its rights and obligations under this Agreement to any third party. Notwithstanding the above, the Lender may assign its rights and obligations under this Agreement to a legal entity affiliated with the Lender.  

6. REPRESENTATIONS AND WARRANTIES OF THE BORROWER

Borrower represents and warrants to Lender as follows:

a)  it has full legal authority and right to enter into this Agreement and to perform and observe the terms and provisions hereof;

b)  there is no law, regulation, decree or other normative act of the Republic of Latvia and no provision of any existing contract, agreement or instrument to which Borrower is a party that would be contravened by this Agreement or by the performance or observance of any of its terms;

c)  all authorisations, approvals, consents and licenses required by the laws and regulations of the Republic of Latvia in order to enter into this Agreement and to perform and observe the terms and provisions hereof have been obtained or will have been duly obtained by Borrower prior to the installation of the Objects; Lender shall have the right to request copies of any such authorisations, approvals, consents and licenses.

7. NON-EXCLUSIVITY

Lender shall have the right to enter into agreements with third parties providing for similar rights and obligations as in this Agreement. 

8.  EXTENSION OF AGREEMENT

The terms and conditions of this Agreement may be extended to additional objects for installation on the same terms as those for the original Objects or on other terms as may be agreed by Parties. 

9. PLEDGE

In order to secure the Loan, the Borrower irrevocably and unconditionally shall pledge to the Lender the Objects as provided by the Pledge Agreement to be signed by the Parties before the disbursement of the Loan to the Borrower. Such pledge shall be a first ranking pledge for the exclusive benefit of the Lender.

according to the signed Distribution Agreements.

10  DEFAULT

10.1 The occurrence of any one or more of the following events (hereinafter: Termination Event) shall constitute a default under this Agreement:

a)  if the Borrower commits any breach of or omits to observe any of its obligations and undertakings under this Agreement or Pledge Agreement and Borrower does not remedy the same to Lender's satisfaction within fourteen (14) days of receipt by Borrower of notice from Lender requiring the same to be remedied;

b)  if Borrower suspends, ceases or intends to suspend or cease its Object - related business;

c)  if Borrower shall be unable to pay its debts as they fall due for payment or bankrupt case, or liquidation proceedings arise against Borrower and are not dismissed within sixty (60) days.

10.2 Upon the occurrence of any Termination Event during the term of this Agreement, the Lender shall be entitled to terminate this Agreement unilaterally without further notice and enforce its rights under this agreement and the pledge without limitation. 

11. TERM AND TERMINATION

11.1This Agreement shall take effect from the moment it is signed and shall continue in full force and effect _____________ years. On expiration of the term of Agreement:

a)  the Agreement can be prolonged for next two years on the same conditions if mutually agreed by the Parties; or

b)  the Borrower shall repay to the Lender the amount of LVL __________________

11.2.Notwithstanding the term of this Agreement and at any time whilst this agreement is in effect, the Lender shall be entitled to terminate this Agreement subject to 6 months’ notice.

11.3 In case of termination by the Lender the Borrower shall repay a proportionate part of the Loan calculated on the basis of the term specified above, compared to the period of time in which the Agreement was in effect. 

11.4. This Agreement may not be terminated by the Borrower.

11.5.If the Agreement is terminated as provided in Clause 14.1.b) of this Agreement, the Lender shall release the pledge to the Borrower as soon as it will practically be possible. 

12. CONFIDENTIALITY

The Parties hereto agree to keep the terms of this Agreement confidential.

13.  NOTICES

All notices to be served under this Agreement shall be considered received if delivered to the Parties by hand or sent by facsimile message and confirmed by post to the address of the Parties set out below:

________________________________________________________________________

If a Party changes its address, it shall within 3 (three) days inform the other Party on such change.

14.  INDEPENDENT CONTRACTORS

The relationship between Parties is that of independent contractors. The Parties acknowledge that, for the purposes of this Agreement, neither of them is an employee, agent or partner of the other for any purpose and that each of them is entirely without authority to legally bind each other.

15.
THE AGREEMENT

This Agreement is the complete Agreement between the parties and supersedes any prior written or oral agreements between the Parties in relation to the subject matter of the Agreement. Changes and amendments to this Agreement shall have effect only if made in writing and signed by the Lender and the Borrower. 

16.
SCHEDULES

All schedules attached hereto shall be considered an integral part of this Agreement
17.
CHOICE OF LAW AND SETTLEMENT OF DISPUTES

This Agreement shall be governed and construed in accordance with the laws of the Republic of Latvia. Any dispute arising hereunder shall be settled by the Parties acting between themselves amicably, but if they are unable to reach agreement through negotiations the dispute shall be finally resolved by the courts of the Republic of Latvia. 
18.
HEADLINES
 

The headlines of this Agreement are included for convenience purposes only and shall in no circumstances have any legal significance in the interpretation or construction of this Agreement. 

19.
COPIES, LANGUAGE

This agreement has been prepared in 4 (four) copies in Latvian and 4 (four) copies in English. In case of discrepancies between the English and Latvian texts of this Agreement, the Latvian text shall prevail.
In witness whereof, the Parties have caused their authorised representatives to sign this Agreement on their behalf:
On behalf of the Lender:




On behalf of the Borrower:

________________________


          _________________________
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