CONTRACTOR'S AGREEMENT NO. 05-08

Volzhsky







         February 12, 2008
The *** Corporation hereinafter referred to as Customer, represented by Mr. ***, Acting Director General, acting under his Corporation's Charter, on the one part, and

the *** Corporation hereinafter referred to as Contractor, represented by Mr. ***, Director General, acting under his Corporation's Charter, on the other part,

concluded this Contractor's Agreement on the following.

1. Subject of the Agreement.

1.1. Customer shall entrust Contractor, and Contractor shall undertake to perform the work related to construction of light oil products pipeline at the Light Oil Products Handling Terminal. Contractor shall perform the work, using his own materials.

2. Work Cost.

2.1. The work cost under this Agreement shall be considered approximate and shall amount to RUR *** (***), including the 18-% VAT of RUR *** (***).

2.2. Customer shall pay Contract an advance amounting to RUR *** (***), including the 18-% VAT of RUR *** (***), for the purchase of the required materials, within a period of 10 (ten) days after signing this Agreement.

Should the cost of the materials and the expenses related to their delivery change, the work cost under this Agreement shall be revised after Contractor submits the dedicated documents to prove the fact. The final payments under this Agreement shall be effected after Contractor hands over the work to Customer, considering that the work is performed properly and within the terms provided by this Agreement, or earlier if Customer approves that.

2.3. Any revisions of the initial work cost and/or terms shall be drawn up by the parties in writing as an addendum to this Agreement.

2.4. Contractor shall pay for any work exceeding the designed range, if this exceeding is not provided by an addendum to this Agreement and is not caused by Customer not fulfilling his obligations.

2.5. The exceeding of the work cost and/or extension of the construction terms shall be out of Contractor's responsibility, if this exceeding and/or extension is caused by any kind of force-majeure circumstances.

3. Contractor's Obligations.

To perform the work under this Agreement within the cost provided by Art. 2, Contractor shall provide for the following.

3.1. Contractor shall perform all the work within the range and the terms provided by this Agreement and its addenda and shall hand over the work to Customer in the conditions allowing normal operation of the object.

3.2. Contractor shall perform the work in strict compliance with the design, estimates, drawings, and the construction rules and regulations.

3.3. Contractor shall deliver the required materials, equipment, units, structures, components, and the building machinery to the construction site, except those to be delivered by Customer.

3.4. Upon conclusion of a contractor's agreement with a subcontractor, Contractor shall provide Customer with a dedicated notice.

3.5. Contractor shall be responsible to Customer for the quality of the work performed by the subcontractors involved under this Agreement and for coordination of their activities.

3.6. Contractor shall provide for execution of all necessary arrangements aimed at accident prevention, environment protection, and greenery and land protection during the work performance.

3.7. Contractor shall provide for maintenance and cleaning of the construction site.

3.8. Contractor shall remove all his building machinery and equipment, vehicles, tools, devices, inventory, building materials, units, structures, temporary buildings and constructions, and all other kinds of his property, along with the construction debris, to the locations provided by Customer within a period of 1 (one) week after signing the acceptance report for the object completely erected.

3.9. Contractor shall completely fulfill his obligations provided in the subsequent articles of this Agreement.

4. Customer's Obligations.

To fulfill the provisions of this Agreement, Customer shall provide for the following.

4.1. Within a period of 7 (seven) days after signing this Agreement, Contractor shall, under a dedicated report to be signed by the parties, hand over the construction site, in the conditions suitable for the work performance, to Contractor for the period of construction activities.

Together with this construction site handing over, Customer shall provide Contractor with the documents for the construction debris storage locations.

4.2. Customer shall provide materials and equipment except those included into the supply scope that Contractor shall be responsible for, together with the related documents supplied by the manufacturers and required for the assembly and installation.

4.3. Customer shall provide Contractor with the design estimates no later than on March 15, 2008. The documents provided by Customer shall be drawn up in compliance with the construction rules and regulations and approved in accordance with the established procedures.

4.4. Customer shall, at his own expenses, erect all the temporary structures at the construction site required for the storage of the materials and the work performance under this Agreement.

4.5. Customer shall provide Contractor with a working place in the Administrative Building with the opportunity to connect to a telephone line and to connect a PC for e-mail transfer.

4.6. Customer shall provide Contractor with an uninterrupted electrical power supply at the construction site; the related power consumption costs shall be charged to Contractor subsequently.

4.7. Customer shall pay the travel expenses (railway tickets) of Contractor's personnel sent from the town of Volzhsky to the construction site and back.

4.8. Customer shall accommodate Contractor's personnel at hostels, hotels, or apartments, and or shall reimburse the related expenses of Contractor upon the confirming documents submittal. Customer shall pay for Contractor's personnel food costs; these costs shall be charged to Contractor subsequently.

4.9. Customer shall pay the daily allowance amounting to RUR 200.00 (two hundred) for each of Contractor's assigned employee during the entire period of the business trip.

4.10. Customer shall pay for the work performed by Contractor in accordance with the procedure provided by Art. 6 of this Agreement.

4.11. Customer shall provide security of the object under construction.

4.12. Within a period of 1 (one) month after signing this Agreement, Customer shall provide Contractor with the list of the executive documents required for the object acceptance.

4.13. Customer shall control and supervise the process of the work performance, the observance of the related terms, and the quality of the applied materials, without interfering with Contractor's production and economic activities.

4.14. Customer shall appoint his representative who shall accept the performed work under a dedicated acceptance report within a period of 3 (three) days after Contractor submits his report on the work completion.

4.15. Customer shall completely fulfill all his obligations provided in the other articles of this Agreement.

In the event that Customer does not fulfill all of his obligations within the terms provided by this Agreement, and if this causes delays of the construction work completion, Contractor shall have the right to extend the work terms by the relevant period; Contractor shall not pay any penalties for this kind of delay.

In this event, the parties shall take all the appropriate measures preventing the extra costs. In the event that Contractor bears any extra costs caused by Customer not fulfilling his obligations or fulfilling them improperly, Contractor shall provide Customer with a written notice of the extra costs accompanied with the dedicated confirming documents which shall serve the ground for a complementary agreement between the parties about the ways and terms of those extra costs reimbursement.

5. Work Performance Terms.

5.1. The work performance shall start on ___________________, 200__.

The work shall be completed on _____________________, 200__.

6. Payment Conditions.

6.1. Contractor shall pay for the work performed on the monthly basis, under the dedicated work progress reports, KC-3 reference sheets, and invoices.

6.2. The parties shall sign the work progress reports on the monthly basis, no later than on the 5th (fifth) date of the month following the reported one.

6.3. All the payment due between Contractor and Customer for the work performance shall be effected by means of money transfer to Contractor's settlement account within a period of 30 (thirty) days after the relevant invoice submittal. The parties shall have the right to agree on any other way of payments if it is not forbidden by the law.

7. Force-Majeure.

7.1. The parties shall not be liable for partial or complete non-fulfillment of their obligations under this Agreement, if it is caused by any natural calamities, objective reasons beyond the parties' responsibilities, or any other force-majere circumstances, and if those reasons or circumstances directly affect the fulfillment of this Agreement by the parties.

The terms provided by this Agreement for the parties to fulfill their obligations shall be extended by the period of time equal to the period when the force-majeure circumstances and their consequences take effect.

7.2. Should the force-majeure circumstances or their consequences take effect for a period exceeding 3 (three) months, the parties shall discuss the steps to be taken for continuation of the construction work.

In the event that the parties are unable to come to an agreement within a period of 2 (two) months, either party shall have the right to claim for this Agreement cancellation.

8. Warranties.

8.1. The warranty period for regular operation of the object and its engineering structures, equipment and materials shall last for 12 (twelve) months after the parties sign the acceptance report for the complete object.

In the event that any defects affecting regular operation are revealed during the warranty period, Contractor shall eliminate them at his own expenses and within the terms agreed by the parties.

Contractor shall delegate his representative to participate in drawing up a report dedicated to the revealed defects and the terms of their elimination within a period of 5 (five) days after receiving a written notice from Customer.

In this case the warranty period shall be extended by the period of the defects elimination.

The provided warranties shall not cover any deliberate damage of the object by third parties and the use of the object in the conditions beyond those provided by the regular operation rules.

8.2. Should Contractor rejects drawing up or signing the report on the revealed defects or faults, Customer shall appoint a qualified commission to draw up the relevant report fixing the defects or faults and providing their description, which shall not deprive the parties of their rights to apply to the arbitrage for settlement of this issue.

9. Parties' Liabilities.

9.1. In the event that Customer delays the payment due for the work under this Agreement, Customer shall pay Contractor a penalty of 0.5% of the due work cost for each day of this delay.

9.2. In the event that Contractor causes a delay of the object construction completion, Contractor shall pay Customer a penalty of 0.5% of the object construction cost provided by this Agreement for each day of this delay.

9.3. Paying the fines and penalties, along with reimbursement of any losses, shall not release the parties from fulfilling their obligations as provided by this Agreement.

9.4. Should the parties be unable to settle any dispute under this Agreement by means of negotiations, the dispute shall be settled in accordance with the procedure established by the legislation of the Russian Federation.

10. Agreement Cancellation.

10.1. Customer shall have the right to cancel this Agreement in the following events:

· Contractor delays the start of the construction work by a period exceeding 2 (two) months, and this is not caused by any Customer's faults;

· Contractor causes regular delays of the terms of the construction work progress, which results in extension of the construction work completion term by a period exceeding 2 (two) months;

· Contractor's licences for construction activities get revoked, or any other normative orders issued by competent federal authorities in accordance with the current legislation deprive Contractor of the right to perform the construction activities.

10.2. Contractor shall have the right to cancel this Agreement in the following events:

· Customer gets insolvent or causes regular delays of the payments due under this Agreement for the performed work, or delays such payments for a period exceeding 3 (three) months;

· Customer suspends or closes down the construction due to any reasons beyond Contractor's responsibility for a period exceeding 3 (three) months;

· the cost of the object construction gets reduced by more than 30% due to the modifications of the design documents produced by Customer.

11. Complementary Provisions.

11.1. To conclude this Agreement, Contractor shall submit his licences proving his right to execute the construction activities.

11.2. Any damage to third parties resulting from the object construction, when caused by Customer or Contractor, shall be reimbursed by the guilty party. When this damage results from any unforeseen circumstances, the parties shall reimburse it on parity basis.

11.3. Any agreements between the parties, when resulting in new circumstances beyond the provisions of this Agreement, shall only be considered effective if they are drawn up by the parties in writing as addenda to this Agreement.

11.4. When fulfilling their obligations under this Agreement, the parties shall follow the provisions of the current legislation of the Russian Federation.

11.5. This Agreement shall start taking effect after signing and shall only expire after the parties fulfill their obligations thereunder completely.

11.6. This Agreement is drawn up in two copies (one for Customer and one for Contractor).

Appendices to the Agreement:

1. Local Resource Estimate No. 1.

12. Parties' Addresses and Bank Details.

	Customer:

Registered address: ***

Settlement Account: ***
BIC ***

Correspondent Account:

No. ***

ITN ***    KPP ***

OKPO ***    OKONH ***

Phone/Fax: ***

E-mail: ***

Customer's signature

____________________ ***

____________________, 200__
	Contractor:

Registered address: ***

Postal Address: ***
Settlement Account:

No. ***

BIC ***

Correspondent Account:

No. ***

ITN ***      KPP ***

OKPO ***      OKONH ***

Phone/Fax: ***

E-mail: ***

Contractor's signature

___________________ ***

____________________, 200__


