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                              CIVIL CODE

                    OF THE REPUBLIC OF TAJIKISTAN

                             Second Part

                             DIVISION IV

                   INDIVIDUAL TYPES OF OBLIGATIONS

                  CHAPTER 29.
PURCHASE AND SALE

           1.
General Provisions on Purchase and Sale

     Article 488. The Contract of Purchase and Sale

     1. Under  the  contract  of  purchase  and  sale,  one party (the

seller) is obligated to transfer the goods to  the  ownership  of  the

other  party  (the  buyer),  and  the buyer is obligated to accept the

goods and pay a defined monetary amount (the price) for them.

     2. The  provisions  provided  by  the  present  Section  shall be

applied to the sale of  securities,  commercial  paper,  and  currency

valuables  unless  special rules for their purchase and sale have been

established by a statute.

     3. The  provisions  provided  by  the  present  Section  shall be

applied to the sale of property rights  unless  it  follows  otherwise

from the content or nature of these rights.

     4. The peculiarities of individual types of contracts of purchase

and sale of goods (retail purchase and sale,  supply of goods,  supply

of goods for state needs, procurement, electric powers supply, sale of

immovables, sale of an enterprise and etc.) shall be determined by the

present Code.

     Article 489. Form of the Contract of Purchase and Sale

     The contract of purchase and sale of  immovables  is  subject  to

notarial  certification  with  the  exception  of  cases  set  out  in

Paragraph 1 of Article 466 of the present Code.

     The contract  of  purchase  and  sale  of immovable is subject to

state registration in accordance with Article 189 of the present Code.

     Article 490. Terms of the Contract on the Goods

     1. The goods under the contract of purchase and sale may  be  any

things,  with  the  observance of the rules provided by Article 141 of

the present Code.

     2. A contract may be made for the purchase and sale of goods that

are on hand and also of goods which will be made in the future, unless

otherwise provided by the present Code or the contract.

     Article 491. Obligations of the Seller to Transfer the Goods

     1. The  seller  is  obligated  to transfer to the buyer the goods

provided by the contract of purchase and sale.

     2. Unless  otherwise  provided  by  the  contract of purchase and

sale,  the seller shall be obligated simultaneously with the  transfer

of  the thing to give the buyer its accessories and also the documents

relating to  it  (technical  documentation,  certificate  of  quality,

etc.), provided by a statute, other legal acts, or contract.

     Article 492.  Time  for Performance of the Obligation to Transfer

the Goods

     1. The time for performance by the seller of  the  obligation  to

transfer the goods to the buyer shall be determined by the contract of

purchase and sale and,  if the contract does  not  make  possible  the

determination  of this time,  in accordance with the rules provided by

Article 335 of the present Code.

     2. A  contract  of  purchase and sale shall be recognized as made

with the condition of its performance at a strictly  defined  time  if

from  the  contract  it  clearly follows that in case of breach of the

time for performance the buyer will lose interest in the contract. The

seller  shall  have  the  right  to perform such a contract before the

occurrence or after the expiration of the time defined in it only with

the  consent  of the buyer and if the buyer has not refused to perform

the contract.

     Article 493.  The Time of Performance of the  Obligation  of  the

                   Seller to Transfer the Goods

     1. Unless  otherwise  provided  by  the  contract of purchase and

sale,  the obligation of the seller to transfer the goods to the buyer

shall  be considered performed at the time:  of handing over the goods

to the buyer or to a person designated by it if the contract  provides

for  an obligation of the seller to deliver the goods;  of the placing

of the goods at the disposition of the buyer if the goods  are  to  be

transferred  to the buyer or to a person designated by it at the place

where the goods are located.  Goods shall be considered placed at  the

disposition  of  the  buyer  or  a  person  designated  by it if it is

strictly identified for the purposes of the given contract by means of

marking, notice to the buyer or in another manner.

     2. In cases when the obligation of the seller for the delivery of

the  goods  or  the transfer of the goods to the buyer at the place of

their location does not follow from the contract of purchase and sale,

the  obligation of the seller to transfer the goods to the buyer shall

be considered performed from the time of giving the goods to a carrier

or  courier  organization  for transfer to the buyer,  if the contract

does not provide otherwise.

     Article 494.  Obligation of the  Seller  on  Safekeeping  of  the

Transferred Property

     When the  right  of  ownership  (right  of economic management or

right of operative administration) passes to the buyer  prior  to  the

transfer of the property, the seller is obligated to keep the property

until its transfer and  not  allow  its  worsening.  The  buyer  shall

reimburse  the  seller  all  expenditures  necessary  for  this unless

otherwise provided by agreement of the parties.

     Article 495. Passage of Risk of Accidental Loss of the Goods

     1. Unless otherwise provided by  the  contract  of  purchase  and

sale,  the  risk of accidental loss of or accidental harm to the goods

shall pass to the buyer from  the  time  when  in  accordance  with  a

statute or the contract the seller is considered to have fulfilled its

obligation for the transfer of the goods to the buyer.

     2. The  risk  of  accidental  loss of or accidental harm to goods

sold while they are in transit passes to the  buyer  at  the  time  of

making  of the contract of purchase and sale unless otherwise provided

by agreement of the parties  or  customs  of  trade.  A  term  of  the

contract that the risk of accidental loss of or accidental harm to the

goods shall pass to the buyer from the time of giving the goods to the

first  carrier may be recognized by a court as invalid,  on request of

the buyer, if at the time of making of the contract the seller knew or

should  have  known  that  the  goods were lost or damaged and did not

inform the buyer of this.

     Article 496. Obligation of the Seller to Warn about the Rights of

Third Persons to the Sold Property

     1. The  seller  is  obligated  to transfer the goods to the buyer

free from any rights of third persons,  with the exception of the case

when  the  buyer  agreed to accept the goods burdened by the rights of

third persons.  Nonfulfillment by the seller of this obligation  shall

give the buyer the right to demand reduction of the price of the goods

or rescission of the contract of purchase and sale, unless it is shown

that  the  buyer  knew  or  should  have  known of the rights of third

persons to these goods.

     2. The rules provided by Paragraph 1 of the present Article shall

be applied likewise in the  case  when  there  were  claims  of  third

persons with respect to the goods at the time of their transfer to the

buyer about which the seller knew,  if these claims subsequently  have

been found by the established procedure to be lawful.

     Article 497.  Obligations  of the Buyer and Seller in the Case of

Bringing of a Suit for Taking of the Goods

     1. If  a  third  person,  on  a  ground  that  arose  before  the

performance of the contract of purchase and sale,  brings suit against

the buyer for the taking of the goods, the buyer must bring the seller

into  participation  in  the case and the seller is obligated to enter

the case on the side of the buyer.

     2. Failure by the buyer to bring the seller into participation in

the case shall free the seller from liability  to  the  buyer  if  the

seller  shows  that  if  it  had  taken part in the case it could have

prevented the taking of the goods sold from the buyer.

     3. A  seller  brought by the buyer into participation in the case

but who did not take part in the case shall be deprived of  the  right

to show that the buyer conducted the case improperly.

     Article 498.  Liability  of  the  Seller in Case of Taking of the

Goods from the Buyer

     1. In case of taking of the goods from the buyer by third persons

on  grounds  that  arose  before  the  performance  of the contract of

purchase and sale,  the seller shall be obligated  to  compensate  the

buyer  for  the losses suffered by it,  unless it shows that the buyer

knew or should have known of the presence of these grounds.

     2. An  agreement of the parties to free the seller from liability

or on limitation of liability in case of taking of the goods  obtained

from the buyer by third persons is invalid.

     Article 499.  Consequences  of  Refusal by the Seller to Transfer

the Goods

     1. If the seller refuses to transfer to the buyer goods that have

been  sold,  the  buyer  shall have the right to refuse to perform the

contract of purchase and sale and to demand compensation for damages.

     2. In case of refusal of the seller to transfer  an  individually

defined  thing,  the  buyer shall have the right to make to the seller

the demands provided by Article 429 of the present Code.

     Article 500. Consequences of Non-Performance of the Obligation to

Transfer Accessories and Documents Relating to the Goods

     If the  seller  does  not  transfer or refuses to transfer to the

buyer accessories and documents relating to the  goods  that  it  must

transfer  in  accordance  with legislation or the contract of purchase

and sale (Paragraph 2 of Article 491),  the buyer shall have the right

to designate to it a reasonable time for their transfer.

     In the  case  when  the  accessories or documents relating to the

goods are not transferred by the seller in the  designated  time,  the

buyer  shall  have  the  right  to  refuse the goods and to demand the

compensation for damages unless otherwise provided by the contract.

     Article 501. The Quantity of the Goods

     1. The  quantity  of  the  goods subject to transfer to the buyer

shall be provided by the contract of purchase and sale  in  accordance

with units of measurement or as a monetary expression.

     2. If  the  contract  of purchase and sale does not make possible

the determination of the quantity of the goods  subject  to  transfer,

the contract shall not be considered to have been made.

     Article 502.  Consequences of Breach of the Term of the  Contract

on the Quantity of the Goods

     1. If  the seller has transferred to the buyer,  in breach of the

contract of purchase and sale,  a smaller amount  of  the  goods  than

defined  by  the  contract,  the  buyer  shall have the right,  unless

otherwise provided by the contract,  either to demand the transfer  of

the  lacking  quantity of the goods or to refuse the goods transferred

and to refuse to pay for them,  or,if the goods have been paid  for,to

demand  the  return  of  the monetary amount paid and compensation for

damages.

     2. If  the  seller  has  transferred  the goods to the buyer in a

quantity exceeding that indicated in  the  contract  of  purchase  and

sale,  the  buyer  is obligated to inform the seller about this by the

procedure provided by Paragraph 1 of Article 520 of the present  Code.

If  the  quantity  of  goods  exceeds  the  quantity  provided  by the

contract,  the buyer shall be entitled to accept this quantity and pay

for it at the contractual price.

     Article 503. Assortment of Goods

     1. If  under  a  contract  of purchase and sale,  goods are to be

transferred in a defined  relationship  by  types,  models,  measures,

colors,  or  other  features (assortment),  the seller is obligated to

transfer to the buyer goods in  the  assortment  agreed  upon  by  the

parties.

     2. If the  assortment  is  not  determined  in  the  contract  of

purchase  and sale and no procedure is established in the contract for

determining it,  but from the nature of the obligation it follows that

the  goods  must  be  transferred  to the buyer in an assortment,  the

seller shall have the right to transfer  to  the  buyer  goods  in  an

assortment  based  on  the  needs  of the buyer that were known to the

seller at the time of making of the contract or to refuse  to  perform

the contract.

     Article 504.  Consequences  of Breach of the Term of the Contract

on Assortment

     1. In case of transfer by the seller of the goods provided by the

contract  of  purchase  and sale in an assortment not corresponding to

the contract,  the buyer shall have the right to refuse to accept  and

pay for them or,  if they have been paid for,  to demand the return of

the monetary amount that has been paid.

     2. If  the seller has transferred to the buyer,  along with goods

whose assortment corresponds to the contract  of  purchase  and  sale,

goods  in  breach of the term on assortment,  the buyer shall have the

right at its choice:  to accept the goods corresponding to the term on

assortment and to refuse the remaining goods;  to refuse all the goods

transferred;  to demand the replacement of the goods not corresponding

to the term on assortment with the goods in the assortment provided by

the contract; to accept all the goods transferred.

     3. In  case  of  refusal  of  the goods whose assortment does not

correspond to the term of the contract of  purchase  and  sale  or  of

making  a demand for replacement of the goods not corresponding to the

term of the contract on assortment,  the buyer shall  have  the  right

also  to  refuse  payment for these goods and,  if they have been paid

for, to demand the return of the monetary amount that has been paid.

     4. Goods  not  corresponding  to  the  term  of  the  contract of

purchase and sale on assortment shall be  considered  accepted  unless

the buyer,  within a reasonable time after receiving them, informs the

seller of its rejection of the goods.

     5. If  the  buyer does not reject the goods whose assortment does

not correspond to the contract of purchase and sale,  it is  obligated

to pay for them at the price agreed with the seller.

     Article 505. The Quality of the Goods

     1. The  seller  is  obligated  to transfer to the buyer the goods

whose quality corresponds to the contract of purchase and sale  or  is

suitable  for  the  purposes  for which goods of such type are usually

used.

     2. In case of sale of goods by sample and/or by description,  the

seller is obligated to transfer to the buyer goods that correspond  to

the sample and/or description.

     3. If,  in accordance with a procedure established by a  statute,

obligatory  requirements  are  provided for the quality of goods sold,

then a seller engaged in  entrepreneurial  activity  is  obligated  to

transfer to the buyer goods corresponding to these

obligatory requirements.

     By agreement between the seller and the buyer goods may be trans-

ferred that correspond to higher quality requirements than the obliga-

tory requirements established by the procedure provided by a statute.

     Article 506. Guaranty of Quality of the Goods

     1. Goods that the seller is obligated to transfer  to  the  buyer

must  correspond  to  the  requirements provided by Article 505 of the

present Code at the time of their transfer to the buyer,  unless anot-

her time of determining the correspondence of the goods to these requ-

irements is provided by contract of purchase and sale.

     2. In  the  case  when the contract of purchase and sale provides

for making by the seller of a guaranty of the quality  of  the  goods,

the  seller  is obligated to transfer to the buyer goods in accordance

with time established by the contract (guaranty term).

     3. A  guaranty of quality of goods extends also to all its compo-

nent parts (or constituent manufactures) unless otherwise provided  by

the contract of purchase and sale.

     Article 507. Procedure for Calculation of the Guaranty Period

     1. The  guaranty  term begins to run from the time of transfer of

the goods to the buyer (Article 492) unless otherwise provided by  the

contract of purchase and sale.

     2. If the buyer,  due to circumstances depending upon the seller,

is  deprived of the possibility to use the goods with respect to which

a guaranty term is established by  the  contract,  the  guaranty  term

shall not run until the elimination of these circumstances by the sel-

ler.

     *** Unless otherwise provided by the contract,  the guaranty term

shall  be  extended for the time during which the goods cannot be used

because of defects discovered in them, on the condition of notificati-

on  of the seller of defects in the goods by the procedure established

by Article 520 of the present Code.

     3. Unless  otherwise provided by the contract of purchase and sa-

le, the guaranty term for a constituent manufacture is considered equ-

al  to  the  guaranty term for the basic manufacture and starts to run

simultaneously with the guaranty term for the basic manufacture.

     4. In case of replacement of the goods (or a constituent manufac-

ture), the guaranty term shall be renewed.

     Article 508. Period of Suitability of the Goods

     1. A statute,  other legal acts, obligatory requirements of State

Standards,  or other obligatory rules may define the period of time at

the expiration of which the goods are considered  unsuitable  for  use

for their regular purpose (period of suitability).

     Article 509.  Calculation of the Period of Suitability of the Go-

ods

     The period of suitability of the goods is defined as  the  period

of  time calculated from the day of their manufacture during which the

goods are suitable for use or the date until the occurrence  of  which

the goods are suitable for use.

     Article 510. Verification of the Quality of the Goods

     1. The verification of the quality of the goods out in accordance

with a statute,  other legal acts, mandatory requirements of the State

Standards or the contract.

     2. In cases when the State Standards and other normative acts  on

standardization establish obligatory requirements for the verification

of the quality of the goods,  the verification of the quality must  be

carried out in accordance with the instructions contained in them.

     2. If  the procedure for verification of the quality of the goods

is not established in accordance with Paragraph 1 of the  present  Ar-

ticle,  then  verification of the quality of the goods must be made in

accordance with the customs of trade or by other usually applied  con-

ditions  of  verification  of  the goods subject to transfer under the

contract of purchase and sale.

     3. If  legislation,  obligatory  requirements of State Standards,

other normative acts on standardization or the  contract  of  purchase

and sale provide for the obligation of the seller to verify the quali-

ty of the goods transferred to the buyer (testing, analysis, inspecti-

on, etc.), the seller must provide the buyer with proof of the conduct

of verification of the quality of the goods.

     4. The procedure and also other conditions of verification of the

quality of the goods done both by the buyer and by the seller must  be

one and the same.

     Article 511.  Consequences  of  Transfer of the Goods of Improper

Quality

     1. If defects of the goods were not stipulated by the seller, the

buyer to whom the goods of improper quality were transferred shall ha-

ve the right,  at its choice, to demand of the seller: a proportionate

reduction of the purchase price;  cost-free elimination of the defects

of the goods within a reasonable time; compensation for its expenditu-

res for elimination of the defects of the goods.

     2. In case of substantial breach of the requirements for  quality

of the goods (discovery of defects that cannot be eliminated,  defects

that cannot be eliminated without incommensurate expenses or  expendi-

tures of time,  or defects that appear repeatedly or that appear again

after their elimination, and other such defects), the buyer shall have

the right at its choice: to refuse to perform the contract of purchase

and sale and to demand return of the monetary sum paid for the  goods;

to  demand  the  replacement of the goods of improper quality with the

goods corresponding to the contract and the compensation for damages.

     3. In case of improper quality of part of the goods included in a

complete unit (Article 515), the buyer shall have the right, with res-

pect to this part of the goods, to exercise the rights provided by Pa-

ragraphs 1 and 2 of the present Article.

     Article 512. Defects in the Goods for Which the Seller Answers

     1. The seller shall answer for defects in the goods if the  buyer

shows that the defects in the goods arose before their transfer to the

buyer or from causes that arose before that time.

     2. With respect to goods for which the buyer has given a guaranty

of quality, the seller shall answer for defects in the goods unless it

shows  that the defects in the goods arose after their transfer to the

buyer as the result of violation by the buyer of the rules for use  of

the  goods  or  their storage or of the actions of third persons or of

force majeure.

     Article 513.  Periods for Discovery of Defects in Transferred Go-

ods

     1. Unless  otherwise  established by a statute or the contract of

purchase and sale,  the buyer shall have the right to  present  claims

connected  with  defects  in  the goods on the condition that they are

discovered within the periods established by the present Article.

     2. If no guaranty period nor period of suitability is established

for the goods,  claims connected with defects in the goods may be made

by  the buyer on the condition that the defects in the goods sold were

discovered within a reasonable time but within the limits of two years

from the day of transfer of the goods to the buyer,  or within the li-

mits of a longer period,  if such a period is established by a statute

or  by the contract of purchase and sale.  The period for discovery of

defects in the goods subject to transportation  or  mailing  shall  be

calculated from the day of delivery of the goods to the place of their

destination.

     3. If  a guaranty period is established for the goods,  the buyer

shall have the right to present claims connected with defects  in  the

goods  upon discovery of the defects during the course of the guaranty

period.  In the case when a guaranty period for a constituent manufac-

ture is established in the contract of purchase and sale that is shor-

ter than for the basic manufacture,  the buyer shall have the right to

present  claims  for defects in the constituent manufacture in case of

their discovery during the term of the guaranty period.  If a guaranty

period  for  a  constituent manufacture is established in the contract

that is longer than a guaranty period for the basic  manufacture,  the

buyer  shall have the right to present claims for defects in the goods

if the defects in the constituent manufacture are  discovered  in  the

course of the guaranty period for it,  regardless of the expiration of

the guaranty period for the basic manufacture.

     4. With respect to the goods for which a period of suitability is

established,  the buyer shall have the right to present claims connec-

ted with defects in the goods if the defects are discovered during the

course of the period of suitability of the goods.

     5. If  the  buyer discovered defects in the goods outside the li-

mits of the guaranty period or the period of suitability,  the  seller

shall  bear liability if the buyer shows that the defects in the goods

arose before the transfer of the goods to the buyer or due  to  causes

that arose before that time.

     Article 514. Completeness of the Goods

     1. The seller is obligated to transfer to the buyer goods corres-

ponding to the terms of the contract of purchase and sale on complete-

ness.

     2. In the case when the contract of purchase and  sale  does  not

define  the  completeness  of  the  goods,  the seller is obligated to

transfer to the buyer the goods whose completeness  is  determined  by

the customs of trade or other usually made requirements.

     Article 515. Complete Unit of Goods

     1. If  the contract of purchase and sale provides for the obliga-

tion of the seller to transfer to the buyer a certain selection of go-

ods  in  a  complete  unit (a complete unit of goods),  the obligation

shall be considered fulfilled from the time of transfer of all the go-

ods included in the complete unit.

     2. Unless otherwise provided by the contract of purchase and sale

or follows from the nature of the obligation,  the seller is obligated

to transfer to the buyer all the goods included in the  complete  unit

at the same time.

     Article 516. Consequences of the Transfer of Incomplete Goods

     1. In  case of transfer of incomplete goods (Article 514) the bu-

yer shall have the right at its choice to demand from  the  seller:  a

proportionate reduction of the purchase price; or completing the goods

within a reasonable time;  or the exchange of the incomplete goods for

complete  goods;  or to refuse to perform the contract of purchase and

sale and to demand the return of the monetary sum paid and compensati-

on for damages.

    3. The consequences provided by Paragraph 1 of the present Artic-

le shall be applied also in the case of violation by the seller of the

obligation to transfer to the buyer a complete unit of the goods  (Ar-

ticle  515)  unless otherwise provided by the contract of purchase and

sale or follows from the nature of the obligation.

     Article 517. Container and Packaging

     1. Unless otherwise provided by the contract of purchase and sale

or follows from the nature of the obligation,  the seller is obligated

to transfer the goods to the buyer in  a  container  and/or  packaging

with the exception of goods that by their nature do not require conta-

inerizing and/or packaging.

     2. If  the contract of purchase and sale does not define require-

ments for a container and packaging,  then the goods must be containe-

rized  and/or  packaged  by the usual manner for such goods and in the

absence thereof,  in a manner ensuring the safekeeping of the goods of

such a type under the usual circumstances of storage and transport.

     3. If, by a procedure established by a statute, obligatory requi-

rements  are  provided for the container and/or the packaging,  then a

seller engaged in entrepreneurial activity is  obligated  to  transfer

the  goods  to the buyer in a container and/or packaging corresponding

to these requirements.

     Article 518. Consequences of Transfer of the Goods Without a Con-

tainer and/or Packaging or in an Improper Container and/or Packaging

     In cases  when  the  goods requiring a container and/or packaging

are transferred to the buyer without a container and/or  packaging  or

in  an  improper container and/or packaging,  the buyer shall have the

right to demand that the seller containerize and/or package the  goods

or  that  the seller exchange the improper container and/or packaging,

unless otherwise follows from the contract, the substance of the obli-

gation or the nature of the goods.

     The buyer shall have the right instead of making  to  the  seller

the said claims, to make claims to it ensuing from the transfer of go-

ods of improper quality (Article 511).

     Article 519.  Notification of the Seller of Improper  Performance

of the Contract of Purchase and Sale

     1. The  buyer  is  obligated to notify the seller of violation of

the terms of the contract of purchase and sale  on  quantity,  assort-

ment,  quality,  completeness, container and/or packaging of the goods

within the period provided by legislation or the contract or,  if such

a period has not been established,  within a reasonable time after the

violation of the respective term of the contract should have been dis-

covered, proceeding from the nature and purpose of the goods.

     2. In case of non-fulfillment of the said duty by the buyer,  the

seller  shall  have  the right to refuse in full or in part to satisfy

the corresponding demands of the buyer,  if it shows that the non-ful-

fillment  of this rule by the buyer led to the impossibility of satis-

fying its demands or entailed for the seller disproportionate expendi-

tures by comparison with those that it would have borne if it had been

timely notified of the violation of the terms of the contract.

     3. If  the seller knew or should have known that the goods trans-

ferred to the buyer did not correspond to the terms of the contract of

purchase  and  sale,  it  shall  not  have  the right to rely upon the

non-fulfillment by the seller of the duty provided by Paragraphs 1  of

the present Article.

     Article 520. The Obligation of the Buyer to Accept the Goods

     1. The  buyer  is obligated to accept the goods transferred to it

by the seller,  with the exception of cases when it has the  right  to

demand  replacement  of the goods or to refuse to perform the contract

of purchase and sale.

     2. In cases when the buyer,  in violation of the law or the cont-

ract of purchase and sale does not accept or refuses to accept the go-

ods,  the seller shall have the right to require that the buyer accept

the goods or to refuse to perform the contract.

     Article 521. Obligation of the Buyer to Pay the Price

     1. The buyer is obligated to pay for the goods at the  price  de-

termined  in  accordance  with the rules of Article 456 of the present

Code.

     2. When the price is established depending upon the weight of the

goods,  it shall be determined according to the net weight unless  ot-

herwise provided by the contract of purchase and sale.

     3. If the contract of purchase and sale provides that  the  price

of  the goods is subject to change depending upon factors conditioning

the price of the goods (cost, expenditures, etc.), but does not define

a method for reconsidering the price, the price shall be determined on

the basis of the relationship of these factors at the time of transfer

of the goods.

     The rules provided by the present Paragraph shall be applied  un-

less  otherwise  established by the present Code,  another legislation

and other acts,  or otherwise follows from the nature of the obligati-

on.

     Article 522. Payment for the Goods

     1. Unless the obligation of the buyer to pay the price at a fixed

time follows from the terms of the contract and legislation, the buyer

is  obligated  to  pay  for  the goods immediately before or after the

transfer of the goods or documents of title to the goods to it by  the

seller.

     2. If the contract of purchase and sale does not provide for ins-

tallment payment for goods transferred,  the buyer is obligated to pay

the seller in full the price of the goods transferred.

     3. If  the buyer does not make timely payment for goods transfer-

red in accordance with the contract of purchase and sale,  the  seller

shall  have  the  right to demand payment for the goods and payment of

interest for the use of someone else,s money (Article 425).

     4. If the buyer, in violation of the contract of purchase and sa-

le, refuses to accept and pay for the goods, the seller shall have the

right  at  its  choice to demand payment for the goods or to refuse to

perform the contract.

     Article 523. Advance Payment for the Goods

     1. In cases when the contract of purchase and  sale  provides  an

obligation  upon the buyer to pay for the goods in full or in part be-

fore transfer by the seller of the goods (advance payment),  the buyer

must make payment by the time provided by the contract, or if such ti-

me is not provided by the contract, then by the time determined in ac-

cordance with Article 335 of the present Code.

     2. In case of nonperformance by the buyer of an obligation provi-

ded by the contract to pay for the goods in advance,  the rules provi-

ded by Article 353 of the present Code shall be applied.

     3. In the case when a seller who has received an amount of advan-

ce payment does not perform its obligations for the  transfer  of  the

goods (492),  the buyer shall have the right to demand the transfer of

the goods paid for or the return of the amount of advance payment  for

goods  not transferred by the seller plus interest payable on the amo-

unt of the advance payment from the day when the transfer of goods was

to  be made until the day of transfer of the goods to the buyer or the

return to it of the amount paid in advance.

     4. The contract may provide for a duty of the seller to pay inte-

rest on the amount of the advance payment from the day of  receipt  of

this amount from the buyer.

     Article 524. Payment for the Goods Sold on Credit

     1. In  the  case  when the contract of purchase and sale provides

for payment for goods after a determined time following their transfer

to the buyer (sale of goods on credit), the buyer must make payment at

the time provided by the contract or,  if such time is not provided by

the contract, at the time determined in accordance with Article 335 of

the present Code.

     2. In  case  of  nonperformance  by the seller of the duty of the

transfer of the goods,  the rules provided by Article 353 of the  pre-

sent Code shall be applied.

     3. In the case when the buyer who has received the goods does not

perform its duty of payment for them,  the seller shall have the right

to demand payment for the goods transferred or the  return  of  unpaid

goods. Unless otherwise provided by the contract, in the case when the

buyer does not perform its obligation for payment within the time  es-

tablished by the contract for the goods transferred, interest shall be

payable on the overdue amount in accordance with Article  426  of  the

present  Code  from the day when the goods were to be paid for,  until

the day of payment for the goods by the buyer.

     4. The contract may provide for an obligation of the buyer to pay

interest on an amount corresponding to the price of the  goods,  star-

ting from the day of transfer of the goods by the seller.

     5. Unless otherwise provided by a statute,  the  goods  shall  be

sold  on credit at prices that are in effect on the date of sale and a

later change in prices for the goods sold on credit shall  not  result

in the recalculation.

     Article 525. Making of the Contract for Purchase and Sale on Cre-

dit

     1. A contract for the sale of goods on credit with a condition on

installment  payment  shall  be considered to have been made if in it,

along with other essential terms of a contract of  purchase  and  sale

are indicated the price of the goods,  the procedure,  the times,  and

the amounts of payments.

     Article 526. Insurance of the Goods

     1. If the contract of purchase and sale provides for an obligati-

on of the buyer or seller to insure the goods, and at the same time it

does not define the terms of insurance and the minimal amount of insu-

rance for the goods, the amount of the insurance compensation stipula-

ted in the insurance agreement may not be less than three times  price

for the goods.

     2. In the case when a party obligated to insure  the  goods  does

not  arrange  insurance  in accordance with the terms of the contract,

the other party shall have the right to insure the goods and to demand

from  the  obligated party compensation for the expenses for insurance

or to refuse to perform the contract.

     Article 527. Retention of Right of Ownership by the Seller

     1. In cases when the contract of purchase and sale provides  that

the right of ownership to the goods transferred to the buyer is retai-

ned by the seller until payment for the goods or the occurrence of ot-

her  circumstances,  the  buyer  does  not have the right,  before the

transfer to it of the right of ownership,  to alienate the goods or to

dispose  of them in another manner unless otherwise provided by a sta-

tute or contract or derives from the purpose  and  characteristics  of

the goods.

     2. In cases when, in the time provided by the contract, the goods

transferred have not been paid for and other circumstances under which

the right of ownership passes to the buyer have not occurred, the sel-

ler  shall have the right to demand from the buyer the return to it of

the goods, unless otherwise provided by the contract.

                     2. Retail Purchase and Sale

     Article 528. The Contract of Retail Purchase and Sale

     1. Under the contract of retail purchase and sale, a seller enga-

ged in entrepreneurial activity for the sale of goods at retail is ob-

ligated to transfer to the buyer the goods meant for  personal,  home,

or other use.

     2. The contract of retail purchase and sale is a public  contract

(Article 458).

     Article 529. Public Offering of Goods

     1. A proposal of goods in their advertising,  catalogs, and desc-

riptions of goods directed to an indeterminate group of people is con-

sidered to be a public offer (Paragraph 2 of Article 469) if it conta-

ins all the essential terms of a contract of retail purchase and sale.

     2. Exhibiting of goods,  demonstration of samples of them or pre-

sentation of information on goods sold (descriptions,  catalogs,  pho-

tographs  of  goods,  etc.) at the place of their sale is considered a

public offer regardless of whether prices and other essential terms of

the  contract of retail purchase and sale are indicated,  with the ex-

ception of cases when the seller has clearly defined that the  respec-

tive goods are not meant for sale.

     Article 530. Giving the Buyer Information on the Goods

     1. The  seller is obligated to give the buyer necessary and accu-

rate information on the goods proposed for sale,  in  accordance  with

the requirements established by legislation and the usual requirements

made in retail trade as to the content and methods of giving such  in-

formation.

     2. The buyer shall have the right before the making of the  cont-

ract  of retail purchase and sale to inspect the goods,  to demand the

conduct in its presence of a verification of the qualities  or  a  de-

monstration of the use of the goods if this is not excluded in view of

the nature of the goods and does not contradict the rules  applied  in

retail trade.

     3. If the buyer is not given the possibility of immediately rece-

iving  at  the place of sale the information about the goods indicated

in Paragraphs 1 and 2 of the present Article,  he shall have the right

to  demand  from the seller compensation for the damages caused by un-

justified refusal to conclude a contract of retail purchase  and  sale

(Paragraph 4 of Article 477) and if a contract has been made, within a

reasonable time to refuse to perform the contract,  to demand the  re-

turn of the amount paid for the goods and compensation for other dama-

ges.

     Article 531. Sale of Goods With the Use of Vending Machines

     1. In cases when a sale of goods is made with the use of  vending

machines, the possessor of the vending machines is obligated to provi-

de information to the buyer about the seller of the goods by means  of

placing  on the vending machine or providing the buyer in another man-

ner with information on the name (or firm name)  of  the  seller,  the

place of its location, its hours of work, and also on the actions that

are necessary for the buyer to take to receive the goods.

     2. A contract of retail purchase and sale with the use of vending

machines shall be considered made from the time the  buyer  has  taken

the actions necessary for receiving the goods.

     3. If the buyer is not presented with the  goods  paid  for,  the

seller  shall  be  obligated  upon request of the buyer immediately to

provide the goods to the buyer or return the amount paid  by  him.  In

case  of non-fulfillment of this duty,  the buyer shall have the right

to demand the reimbursement of damages from the seller.

     Article 532. Contract With a Condition on the Delivery of the Go-

ods to the Buyer

     1. In cases when the contract of retail purchase and sale is made

with a condition on the delivery of the goods to the buyer, the seller

is  obligated  within  the time established by the contract to deliver

the goods to the place indicated by the buyer and if the place of  de-

livery  of the goods is not indicated by the buyer,to the place of re-

sidence of a citizen or the seat of a legal person who is the buyer.

     2. A  contract  of  retail  purchase and sale shall be considered

performed from the time of handing the goods over to the buyer or,  in

its  absence,  to  any  person presenting a receipt or other document,

evidencing the making of the contract or the formalization of the  de-

livery of the goods, unless otherwise provided by a statute, other le-

gal acts,  or the contract or otherwise follows from the nature of the

transaction.

     Article 533. Contract With a Condition of the Acceptance of Goods

by the Buyer Within a Defined Period

     1. A contract of retail purchase and sale may be made by the par-

ties with a condition of acceptance of the goods by the buyer within a

period  determined by the contract,  during which the goods may not be

sold to another buyer.

     2. Unless otherwise provided by the contract,  failure of the bu-

yer to appear or his failure to take other necessary actions  for  ac-

cepting  the  goods  within  the period defined by the contract may be

considered by the seller as a refusal by  the  buyer  to  perform  the

contract.

     3. Supplementary expenditures of  the  seller  for  ensuring  the

transfer of the goods to the buyer within the period determined by the

contract are included in the price of the goods, unless otherwise pro-

vided by legislation or the contract.

     Article 534. Sale of Goods by Samples

     1. Parties may conclude a contract of retail purchase and sale by

sample (or their description, a catalog of goods, etc.).

     2. Unless otherwise provided by legislation or the contract, such

contract shall be considered performed from the time  of  delivery  of

the goods to the place indicated in the contract, or, if this place is

not indicated in the contract,  from the time of delivery of the goods

to  the  buyer at the place of residence of a citizen or the seat of a

legal person.

     3. The  buyer,  until  the transfer of the goods,  shall have the

right to refuse to perform the contract of retail purchase and sale on

the  condition of compensation to the seller for reasonable expenditu-

res borne in connection with taking actions for the performance of the

contract.

     Article 535. The Price of and Payment for the Goods

     1. The  buyer is obligated to pay for the goods at the price sta-

ted by the seller at the time of making  of  the  contract  of  retail

purchase and sale,  unless otherwise provided by legislation or other-

wise follows from the nature of the transaction.

     2. In the case when the contract of retail purchase and sale pro-

vides for advance payment for the goods (Article 523),  failure of the

buyer to pay for the goods in the established time is considered to be

a refusal by the buyer to perform the contract unless otherwise provi-

ded by agreement of the parties.

     3. The rules provided by Article 525 of the present Code  do  not

apply  to  contracts  of  retail purchase and sale of goods on credit,

including those with a condition of payment by the buyer for the goods

in installments.

     Article 536. Exchange of Goods of Improper Quality

     1. The  buyer  shall have the right within fourteen days from the

time of transfer to it of non-food goods,  unless a longer period  has

been declared by the seller, to exchange the goods bought, at the pla-

ce of purchase and other places designated by the seller, for analogo-

us goods of a different size,  form,  overall dimensions, fashion, co-

lor, makeup, etc., making in case of difference in price the necessary

reaccounting  with the seller.  In case the seller lacks the goods ne-

cessary for exchange, the buyer shall have the right to return the go-

ods  obtained to the seller and to receive the money paid for them.  A

request of the buyer for exchange or return of the goods must  be  sa-

tisfied if the goods were not used, their consumer characteristics we-

re preserved,  and there is proof that it obtained them from the given

seller.

     2. The list of goods which are not subject to exchange or  return

on  the  grounds  stated in the present Article shall be determined by

the procedure established by a statute.

     Article 537. Rights of the Buyer in Case of Sale to It of the Go-

ods of Improper Quality

     1. A  buyer to whom the goods of improper quality have been sold,

if their defects were not stipulated by the  seller,  shall  have  the

right at its choice to demand: replacement of the defective goods with

goods of the proper quality;  immediate cost-free elimination  of  the

defects in the goods; compensation for expenses for elimination of the

defects in the goods.  The buyer shall have the right  to  demand  the

replacement of technically complex or expensive goods in case of subs-

tantial violation of the requirements for its quality (Paragraph 2  of

Article 511).

     2. In case of discovery of defects in the goods  whose  characte-

ristics  do not allow their elimination (food,  consumer chemical pro-

ducts,  etc.) the buyer shall have the right at its choice  to  demand

the  replacement of the goods with goods of the proper quality or pro-

portional reduction of the purchase price.

     3. Instead  of making the demands indicated in Paragraphs 1 and 2

of the present Article,  the buyer shall have the right to return  the

goods  of improper quality to the seller,  to demand the return of the

monetary amount paid for the goods as well as

to demand the compensation for other damages.

     In case of return to the buyer of the monetary  amount  paid  for

the goods, the seller shall not have the right to withhold from it the

amount by which the cost of the goods have been reduced from  full  or

partial use of the goods,  loss of their form as goods,  or other like

circumstances.

     Article 538.  Compensation for the Difference in Price in Case of

Replacement of Goods,  Reduction of the Purchase Price,  and Return of

Goods of Improper Quality

     1. In case of replacement of the goods of improper  quality  with

goods  of the proper quality that correspond to the contract of retail

purchase and sale,  the seller shall not have the right to demand com-

pensation  for the difference between the price of the goods establis-

hed by the contract and the price of the goods existing at the time of

replacement of the goods or the making by a court of a decision on the

replacement of the goods.

     2. In  case  of the replacement of defective goods with analogous

goods of proper quality but differing in size, fashion, quality or ot-

her characteristics,  the difference between the price of the goods to

be replaced at the time of the replacement and the price of the  goods

given  in  replacement for the goods of improper quality is subject to

compensation.  If the demand of the buyer is not fulfilled by the sel-

ler,  these prices them shall be determined at the time of making of a

court decision on the replacement of the goods.

     3. In  case of the making of a demand for the proportional reduc-

tion of the purchase price for goods,  the price of the goods  at  the

time of making the demand for repricing shall be used for the calcula-

tion and, if the demand of the buyer is not voluntarily satisfied, the

price  at  the time of the making by a court of a decision on the pro-

portional reduction of price shall be used.

     4. In  case of the return of the goods of improper quality to the

seller,  the buyer shall have the right to demand compensation for the

difference  between the price of the goods established by the contract

of retail purchase and sale and the price of the respective  goods  at

the  time of the voluntary satisfaction of its demand or if the demand

is not satisfied voluntarily,at the time of making by a court  of  the

decision.

     Article 539. Liability of the Seller and Performance of the Obli-

gation in Kind

     In case of nonperformance by the seller of an obligation under  a

contract of retail purchase and sale, compensation for damages and pa-

yment of a penalty shall not free the seller from performance  of  the

obligation in kind.

     Article 540. Compensation for Moral Harm

     Moral harm  suffered by a consumer as the result of the breach by

the seller of his rights shall be subject to compensation by the  per-

sons  who  have caused the harm provided that there is his fault.  The

amount of the compensation for harm shall be determined by  court  un-

less otherwise provided by legislative acts.

                      3. The Contract of Supply

     Article 541. The Contract of Supply

     1. Under  a contract of supply,  a seller (supplier) is obligated

to transfer at an agreed time or times goods manufactured or purchased

by  it  to  the buyer for use in entrepreneurial activity or for other

purposes.

     Article 542. The Term of Validity of the Contract of Supply

     1. The contract of supply may be made for one year, for more than

one  year  (a  long-term contract) or for another term provided by the

agreement of the parties.  If the term of validity of the contract  is

not  defined in the contract itself,  the contract is recognized to be

made for one year.

     2. If  in  a  long-term  contract  the number of goods subject to

supply or any other terms of the contract are defined for one year  or

a shorter period, the contract must provide for a procedure for agree-

ment of these terms by the parties for following periods until the end

of the term of validity of the contract. If the contract does not pro-

vide for such procedure, the contract is considered to be made respec-

tively  for one year or for a period that has been agreed for terms of

the contract.

     3. If  one of the parties to a long-term contract refuses or avo-

ids to agree on the quantity of goods subject to supply or other terms

of  the contract for following periods by procedure established by the

contract,  the other party shall have the right to go to court with  a

request to determine the terms of supply of goods for respective peri-

ods or to rescind the contract.

     Article 543. Making the Contract of Supply

     1. If a proposal of a party to make a contract of supply was sent

in  the  form  of a draft contract to the other party that is ready to

make a contract on other conditions,  not later than thirty days after

the  receipt  of  the draft contract makes a list of disagreements and

returns it together with the signed contract,  the party that received

the list of disagreements is obligated,  within a thirty-day period to

take measures (if possible together with the other party) to agree  on

the terms of the contract.

     2. The contract is considered not made if within a  fixed  period

the  party that has received a list of disagreements takes no measures

to make the contract.

     Article 544. Periods of Supply

     1. In the case when the parties have provided for the  supply  of

the goods in separate installments during the term of effectiveness of

the contract of supply and the times of supply  of  separate  install-

ments  (periods of supply) are not defined in it,  then the goods must

be supplied in equal installments monthly,  unless  otherwise  follows

from legislation, the nature of the obligation, or the customs of tra-

de.

     2. Along  with  the  determination  of  the periods of supply the

contract of supply may establish the schedule of supply of  the  goods

(ten-day, daily, hourly, etc.).

     3. Early supply of the goods may be made with the consent of  the

buyer. The goods supplied early and accepted by the buyer shall be co-

unted against the quantity of the goods subject to supply in the  fol-

lowing period.

     Article 545.  Settlement  of Disagreements Upon the Making of the

Contract of Supply

     1. In the case when,  upon the making of the contract of  supply,

disagreements among the parties have arisen on individual terms of the

contract,  a party proposing the making of the contract and having re-

ceived  from  the  other  party a proposal on agreement on these terms

must, within thirty days from the day of receipt of this proposal, un-

less  another period is established by a statute or agreed upon by the

parties,  take measures for agreement on the respective terms  of  the

contract  or inform the other party in writing of its refusal to conc-

lude a contract.

     2. A party who has received a proposal on the respective terms of

the contract but has not taken measures for agreement on the terms  of

the contract of supply and has not informed the other party of refusal

to conclude the contract within the period provided by Paragraph 1  of

the present Article, is obligated to compensate for the damages caused

by refusal to agree on the terms of the contract.

     Article 546. Procedure for Supply of the Goods

     1. The  supply  of  the goods is done by the supplier by shipping

(or transferring) the goods to the buyer that is a party to the  cont-

ract of supply or to the person indicated in the contract as the reci-

pient.

     2. In the case when the contract of supply provides for the right

of the buyer to give the supplier instructions on the shipment of  the

goods to recipients (drop shipment orders), the shipment (or transfer)

of the goods shall be made by the supplier to the recipients named  in

the  drop  shipment order.  The content of the drop shipment order and

the time for sending it by the buyer to the supplier shall be determi-

ned  by the contract.  If the time for sending the drop shipment order

is not provided in the contract,  it must be sent to the supplier  not

later than thirty days before the start of the period of supply.

     3. Failure by the buyer to present a drop shipment order  at  the

established time gives the supplier the right either to refuse to per-

form the contract of supply or to demand from the buyer to pay for the

goods and compensate for damages.

     Article 547. Delivery of the Goods

     1. Delivery  of  the goods shall be made by the supplier by ship-

ping them on the means of transport provided by the contract of supply

and on the conditions determined in the contract.  In cases when it is

not defined in the contract with what type of  transport  or  on  what

conditions delivery is to be made,  the right of selection of means of

transport or determination of conditions of supply of  the  goods  be-

longs  to the supplier unless otherwise follows from legislation,  the

nature of the obligation,  the customs of trade or the nature  of  the

obligation.

     Article 548. Making up Shortages in the Supply of the Goods

     1. A  supplier  who has supplied a short quantity of the goods in

an individual period of supply is obligated to make up the shortage in

quantity  of the goods in the later period (or periods) within the li-

mits of the term of effectiveness of the contract of supply; and under

a long-term contract - in the same year when the short supply occurred

unless otherwise provided by the contract.

     2. In  the case when the goods are shipped by the supplier to se-

veral recipients indicated in the contract of  supply  or  in  a  drop

shipment  order from the buyer,  the goods sent to one recipient above

the quantity indicated in the contract or the drop shipment order  are

not  counted  in  coverage of the short supply to other recipients and

are subject to making up by the supplier, unless otherwise provided by

the contract.

     3. The buyer shall have the right,  having informed the supplier,

to refuse to accept the goods whose supply is delayed unless the cont-

ract of supply provides otherwise.  The buyer is obligated  to  accept

and  pay  for the goods supplied before receipt by the supplier of the

notice.

     Article 549.  Assortment of the Goods in Case of Makeup of  Short

Supply

     1. The  assortment  of the goods,  short supply of which is to be

made up,  shall be determined by agreement of the parties.  In case of

the  absence of such an agreement,  the supplier shall be obligated to

make up the short quantity of the goods in the assortment  established

for the period in which the shortage occurred.

     2. The supply of the goods of one type in  larger  quantity  than

provided  by the contract of supply shall not be counted in covering a

shortage in supply of the goods of another type included in  the  same

assortment  and  is  subject  to makeup,  except for cases when such a

supply is done with the prior written consent of the buyer.

     Article 550. Acceptance of the Goods by the Buyer

     1. The buyer (or recipient) is obligated to  take  all  necessary

actions  to  ensure the acceptance of the goods supplied in accordance

with the contract of supply.

     2. Upon the acceptance by the buyer (or recipient) the goods must

be inspected by it in the period determined by legislation,  the cont-

ract of supply, or customs of trade. The buyer (or recipient) is obli-

gated in this same period to verify the quantity and  quality  of  the

goods accepted by the procedure established by legislation,  the cont-

ract,  or the customs of trade, and to immediately notify the supplier

in writing of discovered discrepancies or defects in the goods.

     3. In case of receipt from a transport organization of the  goods

supplied  the  buyer (or recipient) is obligated to verify the corres-

pondence of the goods to the information contained  in  the  transport

and  accompanying  documents  and  also to accept these goods from the

transport organization with observation of the rules provided  by  le-

gislation regulating the activity of transport.

     Article 551. Responsible Storage of the Goods Not Accepted by the

Buyer

     1. When the buyer (or recipient) in accordance  with  a  statute,

other legal acts,  or the contract of supply refuses goods transferred

by the supplier,  it is obligated to ensure the safekeeping  of  these

goods (responsible storage) and to notify the supplier immediately.

     2. The supplier is obligated to take away the goods  accepted  by

the buyer (or recipient) for responsible storage or to dispose of them

within a reasonable time.  If the supplier does not dispose of the go-

ods  within this period the buyer shall have the right to sell the go-

ods or to return them to the supplier.

     3. The  necessary  expenditures  borne by the buyer in connection

with the acceptance of the goods for responsible storage,  the sale of

the goods, or their return to the supplier are subject to compensation

by the supplier.  In such a case the proceeds from the sale of the go-

ods are transferred to the supplier less the amount due to the buyer.

     Article 552. Pickup of Goods

     1. When the contract of supply provides for transfer of the goods

to the buyer (or recipient) at the place of location of  the  supplier

(the pickup),  the buyer (the recipient) must inspect the goods trans-

ferred to it.  In case of discovery of some discrepancies in the goods

under the contract, it shall have the right to refuse to receive them.

     2. Failure by the buyer (or recipient) to pick up the goods  wit-

hin the established period or, in the absence of such period, within a

reasonable time after the receipt of the notice from the  supplier  of

the readiness of the goods, shall give the supplier the right to refu-

se to perform the contract or to demand payment for the goods from the

buyer.

     Article 553. Payments for the Goods Supplied

     1. The buyer shall pay for the goods supplied, observing the pro-

cedure and form of payments provided by the contract of supply.

     2. In the case when the contract of supply provides for supply of

the goods in separate parts that make up a whole, then payment for the

goods  by  the  buyer  shall be made after shipment (or pickup) of the

last part of the whole unless otherwise established by the contract.

     3. If  the contract of supply provides that payment for the goods

is to be made by the recipient (or payor) and the latter with no  gro-

unds  refuses  to  pay or fails to pay for the goods within the period

provided by the contract,  the supplier shall have the right to demand

payment from the buyer for the goods supplied.

     Article 554. Container and Packaging

     1. Containers and packaging materials shall be subject to  return

to  the supplier by the procedure and within the time periods provided

by a statute or other legal acts or the contract.

     Article 555. Consequences of Supply of the Goods of Improper Qua-

lity

     1. The buyer (or recipient) to whom the goods of improper quality

are supplied shall have the right to make  against  the  supplier  the

claims provided by Article 511 of the present Code, with the exception

of the case when a supplier who has received notice from the buyer  on

defects in the goods supplied, without delay substitutes goods of pro-

per quality for the goods that were supplied.

     2. A buyer (or recipient) conducting the retail sale of the goods

supplied to it shall have the right,  within a reasonable time, to de-

mand replacement of the goods of improper quality returned by a consu-

mer, unless otherwise provided by the contract of supply.

     Article 556. Consequences of the Supply of Incomplete Goods

     1. A buyer (or recipient) to whom goods are supplied in violation

of the terms of the contract of supply, the requirements of a statute,

other legal acts,  or usually made requirements of completeness, shall

have the right to make to the supplier the demands provided by Article

516 of the present Code, with the exception of the case when a suppli-

er who has received notice from the buyer on the incompleteness of the

goods supplied without delay completes the goods or replaces them with

complete goods.

     2. A buyer (or recipient) conducting the retail sale of the goods

shall  have  the  right within a reasonable time to demand replacement

within the reasonable time of incomplete goods returned by a  consumer

with complete ones, unless otherwise provided by the contract of supp-

ly.

     Article 557. The Rights of the Buyer in Case of Failure to Supply

All  the Goods,  Failure to Satisfy Demands for Elimination of Defects

of the Goods or for Completing the Goods

     If the supplier has not supplied the quantity of goods  specified

by  the contract of supply or has not fulfilled the demands of the bu-

yer for replacement of defective goods or  for  completing  the  goods

within  the established time,  the buyer (or recipient) shall have the

right to refuse to pay for the goods of improper quality and incomple-

te goods and if such goods have been paid for, to demand the return of

the amounts paid until the elimination of the defects and the  comple-

tion of the goods or their replacement.

     Article 558. Penalty for Short Supply of the Goods

     A penalty  established  by  a  statute  or contract of supply for

short supply or late supply of the goods shall be recovered  from  the

supplier until the actual fulfillment of the obligation within the li-

mits of the term of effectiveness of the contract (Article  547),  un-

less  another procedure for payment of the penalty is established by a

statute or the contract.

     Article 559. Cancellation of Like Obligations Under Several Cont-

racts of Supply

     1. In  cases  when  the supply of the goods of one designation is

made by the supplier to the buyer simultaneously under  several  cont-

racts  of  supply and the amount of the goods supplied is insufficient

to perform the obligations of the supplier under  all  the  contracts,

the goods supplied must be counted toward the performance of the cont-

ract indicated by the supplier in the conduct of supply.

     2. If  the  buyer has paid the supplier for the goods of the same

designation received under several contracts of supply and the amounts

of  payment are insufficient for fulfilling the obligations of the bu-

yer under all the contracts,  the amount paid must be  counted  toward

the  performance of the contract indicated by the buyer in the conduct

of payment for the goods or without delay after payment.

     3. If  the  supplier or buyer has not used the rights provided to

it respectively by Paragraphs 1 and 2 of the present Article,  perfor-

mance  of the obligation shall be considered as fulfilling obligations

under the contract whose time for performance occurred sooner.  If the

time  of  performance  of obligations under several contracts occurred

simultaneously,  the performance made shall be counted  proportionally

in the fulfillment of obligations under all the contracts.

     Article 560. Unilateral Refusal to Perform the Contract of Supply

     1. A  unilateral refusal to perform the contract of supply (fully

or in part) or its unilateral change shall be allowed  in  case  of  a

considerable  breach  of the contract by one of the parties (subparag-

raph 4 of paragraph 2 of Article 482).

     2. A  breach  of the contract by the supplier shall be considered

considerable in case of:  supply of goods of improper quality with de-

fects  that  can  not be eliminated within a period of time acceptable

for the buyer; repeated breaches of the times for the supply of goods;

repeated  breaches  of  the times for the payment for goods;  repeated

non-sampling of goods.

     3. By  an agreement,  parties may provide for other bases for the

unilateral refusal to perform the contract of supply or  for  changing

the contract unilaterally.

     4. The contract of supply  shall  be  considered  correspondingly

changed or rescinded from the time of the receipt of the notice of the

other party on the unilateral refusal to perform the  contract  unless

another  period of time for the termination or rescission of the cont-

ract is either specified in the notice or defined by agreement of  the

parties.

     Article 561. Calculation of Damages on Rescission of Contract

     1. If, within a reasonable time after rescission of a contract as

the result of violation of an obligation by the seller,  the buyer has

bought goods from another person at a higher,  but reasonable price in

place of those provided by the contract,  the buyer may present to the

seller a demand for compensation for damages in the form of the diffe-

rence between the price established in the contract and the  price  of

the transaction made in substitution.

     2. If,  within a reasonable time after the rescission of a  cont-

ract  as  the  result of violation of an obligation by the buyer,  the

seller has sold the goods to another person at a price lower than pro-

vided in the contract,  but a reasonable price, the seller may present

to the buyer a demand for compensation for damages in the form of  the

difference between the price established in the contract and the price

of the transaction made in substitution.

     3. Satisfaction of the requirements provided by Paragraphs 1,  2,

and 3 of the present Article shall not free the party who has not per-

formed  or has performed an obligation in an improper manner from com-

pensating for other damages caused to the other party on the basis  of

Article 15 of the present Code.

                  4. Supply of Goods for State Needs

     Article 562. Bases of the Supply of Goods for State Needs

     1. The supply of goods for state needs shall be conducted on  the

basis  of  the state order-in-writing for the supply of goods and also

of the contracts of supply of goods for state needs made in accordance

with  it.  State needs are requirements defined in the manner provided

by a statute and financed by budgetary and off-budget sources  of  fi-

nancing.

     2. The rules on the contract of supply (Articles  521-561)  shall

be applied to relations for the supply of goods for state needs unless

otherwise provided by the rules of the present Code.  Statutes on  the

supply  of goods for state needs shall be applied to relations for the

supply of goods for state needs in the part not regulated by the  pre-

sent Section.

     Article 563.  Making of the Contract of Supply of Goods for State

Needs

     1. If a state order-in-writing provides that the supply of  goods

shall  be  made  by the supplier (or performer) to a buyer under cont-

racts for the supply of goods for state needs,  a buyer  specified  by

the state customer, the state customer not later than thirty days from

the day of signing the state order-in-writing shall send the  supplier

(or  performer)  and the buyer a notification of the attachment of the

buyer to the supplier (or performer).

     The notification  on attaching the buyer to the supplier (or per-

former) issued by the state customer in accordance with the state  or-

der-in-writing  shall  be  the  basis  for making of a contract of the

supply of goods for state needs.

     2. The  supplier (or performer) is obligated to send a draft of a

contract of supply of goods for state needs to the buyer indicated  in

the notification of attachment not later than thirty days from the ti-

me of receipt of the notice from the state  customer,  unless  another

procedure  for  preparing  the draft contract is provided by the state

order-in-writing or the draft contract is not presented by the buyer.

     3. The party who has received the draft contract of supply of go-

ods for state needs,  shall sign it and return one copy to  the  other

party  in  the  course  of  thirty days from the day of receipt of the

draft,  and,  if there are disagreements on the terms of the contract,

within  the same period shall compile a list of disagreements and send

it together with the signed contract to the other party.

     4. A  party who has received a signed draft contract of supply of

goods for state needs with a list of disagreements must within  thirty

days  consider the disagreements,  take measures to agree on the terms

of the contract with the other party and inform it of  the  acceptance

of the contract in its version or of rejection of the list of disagre-

ements. Disagreements not resolved within thirty days may be transfer-

red by an interested party for consideration by a court.

     5. If the supplier (or performer) refuses to conclude a  contract

of supply of goods for state needs,  the buyer shall have the right to

go to a court with a demand to force the supplier  (or  performer)  to

conclude  the  contract on the terms of the draft contract prepared by

the buyer.

     Article 564.  Refusal of the Buyer to Conclude  the  Contract  of

Supply of Goods for State Needs

     1. The  buyer shall have the right to totally or partially refuse

the goods indicated in the notification of attachment  and  to  refuse

the  making of a contract for their supply.  In this case the supplier

(or performer) must immediately inform the state  customer  and  shall

have the right to demand from the state customer the issuance of a no-

tification of attachment to another buyer.

     2. The state customer, not later than thirty days from the day of

receipt of notice from the supplier (or performer) must either issue a

notification  of  attachment to the supplier (or performer) of another

buyer or send the supplier (or performer) a drop shipment  order  with

an indication of the recipient of the goods or communicate its consent

to take and pay for the goods.

     3. In  case  the  state customer fails to perform the obligations

provided by Paragraph 2 of the present Article,  the supplier (or per-

former)  shall have the right either to demand that the state customer

accept and pay for the goods,  or to dispose of the goods at its disc-

retion and put the reasonable expenditures connected with their dispo-

sition upon the state customer.

     Article 565. Performance of the State Order-in-writing

     1. In cases when in accordance with the  terms  of  a  state  or-

der-in-writing the supply of goods is to be made directly to the state

customer or on its designation (a drop shipment order) to another per-

son (the recipient),  the relations of the parties for the performance

of the state order-in-writing shall be regulated by the rules provided

by Articles 542-561 of the present Code.

     2. In cases when the supply of goods for state needs is  made  to

the  recipient  indicated in the drop shipment order,  payment for the

goods shall be made by the state customer, unless a different procedu-

re for payment is provided by the state order-in-writing.

     Article 566.  Payment  for  Goods Under the Contract of Supply of

Goods for State Needs

     In case of supply of goods to buyers under contracts of supply of

goods for state needs,  payment for the goods shall be made by the bu-

yers at the  prices  determined  in  accordance  with  the  state  or-

der-in-writing unless another procedure for determining prices and pa-

yments is provided by the state order-in-writing.

     In case  of  payment  by  the buyer for goods under a contract of

supply of goods for state needs,  the state customer shall be a surety

for this obligation of the buyer (Articles 390-396).

     Article 571.  Compensation  For  the Damages Caused in Connection

With the Fulfillment or Cancellation of the State Order-in-writing

     1. Unless otherwise provided by statutes on the supply  of  goods

for state needs, damages caused to the supplier (or performer) in con-

nection with the fulfillment of a state order-in-writing shall be sub-

ject  to compensation by the state customer not later than thirty days

from the day of transfer of the goods in accordance with the state or-

der-in-writing.

     2. In the case when damages caused to the supplier (or performer)

in  connection  with the fulfillment of the state order-in-writing are

not compensated in accordance with  the  state  order-in-writing,  the

supplier  (or performer) shall have the right to refuse to perform the

state order-in-writing and to demand compensation for the damages cau-

sed by the cancellation of the state order-in-writing.

     3. In case of cancellation of a  state  order-in-writing  on  the

grounds indicated in Paragraph 2 of the present Article,  the supplier

shall have the right to refuse to perform the contract  of  supply  of

goods for state needs.

     Article 568.  Refusal of the State Customer of the Goods Supplied

Under the State Order-in-writing

     In cases provided by a statute, the state customer shall have the

right in whole or in part to refuse goods whose supply is provided for

by the state order-in-writing on the condition of compensation to  the

supplier of damages caused by such a refusal.

     If a refusal by the state customer of the goods whose  supply  is

provided  for  by the state order-in-writing has led to the rescission

or change of the contract of supply of goods for state needs,  the da-

mages caused to the buyer by such a rescission or change shall be com-

pensated by the state customer.

     5. Energy Supply

     Article 569. The Contract of Energy Supply

     1. Under the contract of energy supply the energy supplying orga-

nization is obligated to provide the subscriber (consumer) with energy

through the connecting network, and the subscriber is obligated to pay

for  the energy taken and also to observe the rules for its use provi-

ded by the contract and to ensure the safety of the use of the  energy

network  under  its  administration and the good repair of the instru-

ments and equipment used by it and connected with the  consumption  of

energy.

     2. The contract of energy supply shall be made with the  subscri-

ber if it has energy-receiving apparatus meeting the established tech-

nical requirements that is connected to the  networks  of  the  energy

supplying  organization  and other necessary equipment and also on the

condition of ensuring reporting use of energy.

     3. The  statutes  and  other legal acts on energy supply and also

obligatory rules adopted in accordance with them shall be  applied  to

relations  under  the contract of energy supply that are not regulated

by the present Code.

     Article 570. Making of the Contract of Energy Supply

     1. The contract of energy supply shall be made with the  subscri-

ber  who  has  a  power unit connected with the networks of the energy

supplying organization by a procedure established  by  legislation  as

well  as  the necessary equipment and energy consumption metering ins-

truments.  The contract shall be considered made for indefinite period

of  time  and may be changed or rescinded on bases provided by Article

580 of the present Code.

     2. In  the  case  when  the subscriber under a contract of energy

supply is a citizen using energy for consumer consumption,  the  cont-

ract  shall  be considered made from the time of the first actual con-

nection of the subscriber by the established procedure to the  connec-

ted network.

     Article 571. Quantity of Energy

     1. The  energy supplying organization is obligated to provide the

subscriber with energy through the connected network in  the  quantity

provided  by  the contract of energy supply and with the observance of

the routine for provision agreed upon by the parties.  The quantity of

energy  provided  by the energy supplying organization and used by the

subscriber shall be determined by the data of reporting on its  actual

use.

     2. The contract of energy supply may provide  the  right  of  the

subscriber  to  change  the quantity of energy taken determined by the

contract on the condition of compensation by it for  the  expenditures

borne by the energy supplying organization in connection with ensuring

provision of energy in the amount not provided by the contract.

     3. In  the  case  when  the subscriber under a contract of energy

supply is a citizen using energy for consumer  consumption,  he  shall

have the right to use energy in the amount needed by him. The quantity

of energy supplied by the energy supplying organization  and  accepted

by the subscriber shall be determined by energy metering instruments.

     Article 572.  Consequences  of the Breach of the Contract Term on

Energy Quantity

     If the energy supplying organization supplied to  the  subscriber

through the connected network a quantity of energy less than the quan-

tity stipulated by the contract,  rules provided by Article 502 of the

present  Code shall be applied unless otherwise provided by legislati-

on, the contract or follows from the nature of the obligation.

     Article 573. Quality of Energy

     1. The quality of energy transferred by the energy supplying  or-

ganization  must  meet the requirements established by State Standards

and other normative documents on standardization or  provided  by  the

contract of energy supply.

     2. In case of violation by the energy supplying  organization  of

the requirements set for the quality of energy,  rules provided by Ar-

ticle 511 of the present Code shall be applied unless otherwise provi-

ded  by  legislation ,  the contract or follows from the nature of the

obligation.

     Article 574.  Obligations of the Subscriber for  the  Maintenance

and Use of the Networks, Instruments, and Equipment

     1. The  subscriber  is  obligated  to ensure the proper technical

state and safety of the energy networks, instruments, and equipment in

use  and to observe the established rules of consumption of energy and

also to immediately notify the energy supplying organization of  acci-

dents, fires, defects in the energy metering instruments and other vi-

olations arising in the use of energy.

     2. In cases when the subscriber under a contract of energy supply

is a citizen using the energy for consumer consumption, the obligation

to ensure the proper technical condition and safety of the energy net-

works and also of the instruments of metering consumption of energy is

placed on the energy supplying organization unless otherwise establis-

hed by legislation.

     3. Requirements  for  the  technical  state and the use of energy

networks, instruments, and equipment, and also the procedure for exer-

cising supervision of their observance shall be determined by legisla-

tion.

     Article 575. Payment for Energy

     Payment for energy shall be made for the amount of energy actual-

ly  taken  by the subscriber determined in accordance with Article 574

of the present Code unless otherwise provided by statutes, other legal

acts, or the agreement of the parties.

     Article 576. Transfer of Energy by the Subscriber to a Third Per-

son

     1. A subscriber may transfer energy taken by it  from  an  energy

supplying  organization through the connecting network to another per-

son (subsubscriber) only with the consent of the energy supplying  or-

ganization.

     2. The rules set forth in this Section shall be  applied  to  the

contract  on  the transfer of energy by the subscriber to the subsubs-

criber unless otherwise provided by legislation or the contract.

     3. In  the  case of transfer of energy to the subsubscriber,  the

subscriber remains liable to the energy supplying organization  unless

otherwise established by legislation.

     Article 577.  Change and the Rescission of the Contract of Energy

Supply

     1. In the case when the subscriber under  a  contract  of  energy

supply  is  a  citizen  using the energy for consumer consumption,  he

shall have the right to rescind the contract by a unilateral procedure

on  the  condition  of  notifying the energy supplying organization of

this and full payment for the energy used.  In the case when the subs-

criber under a contract of energy supply is a legal person, the energy

supplying organization shall have the right to refuse to  perform  the

contract  by a unilateral procedure on the grounds provided by Article

523 of the present Code,  with the exception of cases  provided  by  a

statute or other legal acts.

     2. An interruption in the transmission, termination or limitation

of  the  transmission  of energy is allowed only with the agreement of

the parties except for when an unsatisfactory condition of energy ins-

tallations  of the subscriber,  confirmed by an agency of state energy

inspection,  threatens an accident or creates danger for the life  and

safety  of  citizens.  The energy supplying organization must warn the

subscriber of an interruption in transmission, a termination, or a li-

mitation of the transmission of energy.

     3. An interruption in transmission, termination, or limitation of

the  transmission  of energy without agreement with the subscriber and

without warning the subscriber, but with immediate notification to the

subscriber,  is allowed in case it is necessary to take urgent measure

to prevent or cleanup an accident in the system of the energy  supply-

ing organization.

     Article 578. Liability under the Contract of Energy Supply

     1. In cases of non-performance or improper performance of the ob-

ligations under the contract of energy supply,  the  energy  supplying

organization  and  the  subscriber are obligated to compensate for the

actual damage caused by this (Paragraph 2 of Article 15).

     2. If,  as  the  result  of  regulation of the routine for use of

energy,  regulation exercised on the basis of a statute or other legal

acts, there is an interruption in the supply of energy to the subscri-

ber,  the energy  supplying  organization  shall  bear  liability  for

non-performance  or improper performance of contractual obligations if

it is at fault.

     Article 579.  Application of the Rules on the Contract of  Energy

Supply to Other Relations on Supply Through the Connected Network

     1. The  rules provided by the present Section shall be applied to

relations connected with the supply of thermal energy through the con-

necting network unless otherwise established by legislation.

     2. The rules provided by the present Section shall be applied  to

relations  connected with the supply through the connecting network of

gas,  oil and oil products,  water,  and other goods, unless otherwise

provided  by legislation,  contract of energy supply or otherwise fol-

lows from the nature of the obligation.

     6. Sale of an Immovable

     Article 580. The Contract for Sale of an Immovable

     1. Under the contract for purchase and sale of immovable property

(the  contract  for sale of an immovable),  the seller is obligated to

transfer to the ownership of the buyer building, structure, apartment,

or other immovable property (Article 142).

     2. The rules provided by the present Section shall be applied  to

the  sale of an enterprise to the extent not provided otherwise by the

rules on the contract for sale of an enterprise (Article 592-599).

     Article 581. Form of the Contract for Sale of an Immovable

     A contract for sale of an immovable shall be made in written form

by  the preparation of a single document signed by the parties (Parag-

raph 2 of Article 466).  Nonobservance of the form of the contract for

sale of an immovable shall entail its invalidity.

     Article 582.  State  Registration of the Transfer of the Right of

Ownership to an Immovable

     1. The transfer of the right of ownership to an immovable under a

contract  for  sale of an immovable to a buyer is subject to state re-

gistration.

     2. Performance of a contract for sale of an immovable by the par-

ties before state registration of the transfer of the right of owners-

hip is not a basis for changing their relations with third persons.

     3. In the case when one of the parties refuses state registration

of  the  transfer  of the right of ownership to an immovable,  a court

shall have the right on demand of the other party to make  a  decision

on  state registration of the transfer of the right of ownership.  The

party that unjustifiably refused state registration of the transfer of

the right of ownership must compensate the other party for the damages

caused by the delay of registration.

     Article 583.  Rights of Use to the Land Parcel in Case of Sale of

Buildings, Structures or Another Immovable Located on It

     1. Under  a contract of sale of a building,  structure,  or other

immovable, to the buyer, simultaneously with the transfer of the right

of ownership to such an immovable are transferred the rights of use to

the corresponding part of the land parcel on the  same  terms  as  the

seller of the immovable.

     2. In the case when the seller is the user of the land parcel  on

which  the  immovable  being sold is located,  the right of use or the

right of lease or some other right provided by the  contract  for  the

sale  of  an immovable to the respective part of the land parcel shall

be transferred to the buyer.

     3. The  sale  of an immovable located on a land parcel not belon-

ging to the seller by right of use is allowed without the  consent  of

the  user of this parcel if this does not contradict the conditions of

use of such a parcel established by a statute or contract.

     Upon the sale of such an immovable the buyer obtains the right of

use of the respective part of the land parcel on the  same  conditions

as the seller of the immovable.

     Article 584.  Determination of the Object in the Contract for the

Sale of an Immovable

     Data must be indicated in a contract for the sale of an immovable

that  allow  the  establishment  of  the immovable property subject to

transfer to the buyer under the contract,  including data defining the

location  of  the  immovable  on  the respective land parcel or in the

structure of other immovable property.

     In the absence of such data in the contract,  the term on the im-

movable property subject to transfer is considered not agreed upon  by

the parties and the respective contract is not considered to have been

made.

     Article 585. Price in the Contract for the Sale of an Immovable

     A contract for the sale of an immovable must provide the price of

this property.

     In case of the absence in the contract of a term on the price  of

an  immovable agreed upon by the parties in a written form,  the cont-

ract for its sale shall be considered not made. In such a case the ru-

les  for determination of the price provided by Paragraph 3 of Article

456 of the present Code shall not be applied.

     Article 586. Transfer of an Immovable

     1. The transfer of an immovable by the seller and its  acceptance

by  the  buyer shall be conducted by a statement of transfer signed by

the parties or by another document of transfer.  Unless otherwise pro-

vided by a statute or contract, the obligation of the seller to trans-

fer the immovable to the buyer shall be considered fulfilled after the

handing over of this property to the buyer and the signing by the par-

ties of the respective document on transfer. The refusal of one of the

parties to sign a document on the transfer of an immovable on the con-

ditions provided by the contract shall be  considered  respectively  a

refusal of the seller to fulfill an obligation to transfer the proper-

ty or of the buyer - an obligation to accept the property.

     2. The acceptance by a buyer of an immovable not corresponding to

the terms of the contract for sale of an immovable,  including in  the

case  when  such  a non-correspondence is noted in the document on the

transfer of the immovable, shall not be a basis for freeing the seller

from liability for the improper performance of the contract.

     Article 587. Consequences of the Transfer of an Immovable of Imp-

roper Quality

     In case of transfer by the seller to the buyer  of  an  immovable

not corresponding to the terms of the contract for sale of an immovab-

le on its quality,  the rules of Article 511 of the present Code shall

be  applied  with  the exception of the provisions on the right of the

buyer to demand the replacement of the goods of improper quality  with

goods corresponding to the contract.

     Article 588. Peculiarities of the Sale of Housing Premises

     1. An  essential  term of a contract of sale of a dwelling house,

an apartment,  part of a dwelling house,  or part of an  apartment  in

which persons are living who will retain,  in accordance with a statu-

te,  the right of use of this housing premises after it is obtained by

the  buyer  is  a  list  of  these persons with an indication of their

rights of use of the sold housing premises.

     2. A contract of sale of a dwelling house,  apartment,  part of a

dwelling house,  or part of an apartment shall be subject to state re-

gistration  and shall be considered made from the time of such regist-

ration.

     7. Sale of an Enterprise

     Article 589. The Contract for Sale of an Enterprise

     1. Under the contract for sale of an enterprise,  the  seller  is

obligated to transfer to the ownership of the buyer an enterprise as a

whole as a property system (Article 144) with exception of the  rights

and  duties  that  the  seller  does not have the right to transfer to

third persons.

     2. Rights and obligations in relation to employees of the enterp-

rise shall pass from the seller to the buyer by  procedure  stipulated

in the legislation on labor for the passage of such rights and obliga-

tions in case of the reorganization of a legal person.

     3. The rights for use of the firm name, trademark, service marks,

and other means of individualization of the seller and  its  products,

of  the work or services done by it pass to the buyer unless otherwise

provided by the contract.

     4. The rights of the seller received by it on the basis of a spe-

cial permission (or license) to engage in the respective activity  are

not subject to transfer to the buyer of the enterprise,  unless other-

wise provided by legislation.  Transfer to the buyer in the  structure

of the enterprise of obligations, performance of which by the buyer is

impossible without such permission (or license)  shall  not  free  the

seller from the respective obligations to creditors.

     Article 590. Form and State Registration of the Contract for Sale

of an Enterprise

     1. The contract for sale of an enterprise shall be made in  writ-

ten form by the preparation of a single document signed by the parties

(Paragraph 2 of Article 466) with obligatory attachment to it  of  the

documents indicated in Paragraph 2 of Article 594 of the present Code.

     2. Failure to observe the form of a contract for sale of  an  en-

terprise shall entail its invalidity

     3. The contract for sale of an enterprise is subject to state re-

gistration and is considered made from the time of such registration.

     Article 591.  Certification of the Structure and Evaluation of an

Enterprise Subject to Sale

     1. The structure and value of an enterprise subject  to  sale  is

determined  on  the basis of a full inventory-taking of the enterprise

made in accordance with the established rules for such an inventory.

     2. Before  the signing of the contract for sale of an enterprise,

the parties must compile and consider an inventory record,  an accoun-

ting balance,  a report of an independent auditor on the structure and

value of the enterprise, and also a list of all debts (or obligations)

included in the structure of the enterprise, with an indication of the

creditors, the nature, amount, and times of their claims.

     Property, rights,  and  obligations  indicated in the above-named

documents are subject to transfer by the seller to  the  buyer  unless

otherwise follows from Article 592 of the present Code or is establis-

hed by agreement of the parties.

     Article 592. Rights of Creditors on Sale of an Enterprise

     1. Creditors on obligations included in the structure of the sold

enterprise must be notified in writing of its sale by the seller befo-

re the transfer of the enterprise to the buyer.

     2. A creditor who has not informed the seller or buyer in writing

of its consent to the transfer of the debt shall have the right within

three  months  of  the day of receipt of notice of the sale of the en-

terprise to demand either termination or early fulfillment of the  ob-

ligation  and  compensation by the seller of damages caused by this or

recognition of the contract for sale of the enterprise as  invalid  in

whole or in its respective part.

     3. A creditor who was not notified of the sale of the  enterprise

by  the  procedure  provided by Paragraph 1 of the present Article may

bring a suit for satisfaction of the claims provided by Paragraph 2 of

the present Article during the course of one year from the day when it

learned or should have learned of the transfer of the enterprise  from

the seller to the buyer.

     4. After the transfer of the enterprise to the buyer,  the seller

and  the buyer shall bear joint and several liability for debts inclu-

ded in the structure of the enterprise that were  transferred  to  the

buyer without the consent of the creditor.

     Article 593. Transfer of the Enterprise

     1. Transfer of the enterprise by the seller to the buyer shall be

done by a statement of transfer in which data on the structure of  the

enterprise and on notification of creditors on the sale of the enterp-

rise shall be listed and also information  on  defects  found  in  the

transferred  property and the list of property,  obligations for whose

transfer are not being performed by the seller because of loss of  the

property.

     Preparation of the enterprise for transfer including the prepara-

tion and presentation for signature of the statement of transfer is an

obligation of the seller and shall be done at its expense,  unless ot-

herwise provided by the contract.

     Article 598. Transfer of the Right of Ownership to the Enterprise

     1. The  right of ownership to an enterprise shall pass to the bu-

yer from the time of state registration of this right.  From this time

the risk of accidental loss or accidental damage to the property shall

pass to the buyer.

     2. The  right of ownership of the buyer to an enterprise shall be

subject to state registration directly after transfer of the enterpri-

se to the buyer (Article 596).

     Article 595.  Consequences  of  the Transfer and Acceptance of an

Enterprise With Defects

     1. The consequences of the transfer by the seller and the  accep-

tance by the buyer by the statement of transfer of an enterprise,  the

structure of which does not correspond to that provided by  the  cont-

ract for sale of an enterprise,  including with respect to the quality

of the property transferred,  shall be determined on the basis of  the

rules provided by Articles 496-498,  502, 505, 511 and 516 of the pre-

sent Code,  unless otherwise follows from the contract or is  provided

by Paragraphs 2-4 of the present Article.

     2. In the case when an enterprise has been transferred and accep-

ted  by the statement of transfer which contains information on revea-

led defects of the enterprise and lost property (Paragraph 1 of Artic-

le 499),  the buyer shall have the right to demand a corresponding re-

duction in the purchase price of the enterprise,  if the right to  the

making in such situations of other claims is not provided by the cont-

ract for sale of an enterprise.

     3. The  buyer shall have the right to demand the reduction of the

purchase price in case of transfer to it in the structure of  the  en-

terprise of debts (or obligations) of the seller that were not indica-

ted in the contract for sale of an enterprise or in the  statement  of

transfer.

     4. The seller,  in case of receipt of notice from  the  buyer  of

shortages  in the property transferred in the structure of the enterp-

rise, or the absence in this structure of individual types of property

subject to transfer, may without delay exchange the property of impro-

per quality or give the buyer the missing property.

     5. The  buyer  shall have the right to demand by judicial process

the rescission or change of a contract for sale of an  enterprise  and

return of what has been performed by the parties under the contract if

it is established that the enterprise,  in view of defects  for  which

the seller answers,  is unsuitable for the purposes named in the cont-

ract of sale and these defects are not eliminated by the seller on the

conditions,  by  the procedure,  and within the periods established by

contracts,  or that the elimination of these shortcomings is impossib-

le.

     Article 596. Application to the Contract for Sale of an Enterpri-

se of the Rules on the Consequences of Invalidity of Transactions  and

on Change or Rescission of Contracts

     The rules  of  the present Code on the consequences of invalidity

of transactions and on the change and rescission of contracts of purc-

hase and sale providing for the return or the recovery in kind of that

which has been received under the contract from one  or  both  parties

shall  be  applied  to  the contract for sale of an enterprise if such

consequences do not substantially violate  the  rights  and  interests

protected by a statute of creditors of the seller and buyer,  of other

persons, and do not contradict the interests of society.

     8. Procurement

     Article 597. The Contract of Procurement

     1. Under the contract of procurement,  a producer of agricultural

products is obligated,  within defined periods, to transfer agricultu-

ral products to the procurer,the person conducting the procurement  of

such products for processing or sale; and the procurer is obligated to

accept these products,  pay for them at a certain price within the de-

fined periods.

     2. The provisions on the contract of supply and in the respective

cases on supply of goods for state needs shall be applied to the cont-

ract of procurement unless otherwise established by the  present  Code

or follows from the nature of the obligation.

     Article 598. Obligations of the Producer of Agricultural Products

     1. The producer of agricultural products is obligated to transfer

to the procurer grown (or produced) agricultural products in the quan-

tity and assortment provided by the contract of procurement.

     2. If it becomes known that as a result of non-performance by the

producer  of products of the obligation specified in the first part of

the present Article the agricultural products may not be  received  in

the  quantity and in the assortment provided by the contract of procu-

rement,  the procurer shall have the right to demand the rescission or

change of the contract o0f procurement and compensation for damages.

     Article 599. The Obligations of the Procurer

     1. Unless otherwise provided by the contract of procurement,  the

procurer is obligated to accept agricultural products from the  produ-

cer at the place of their location and to ensure their removal.

     2. In the case when the acceptance of  agricultural  products  is

made at the place of location of the procurer or other place indicated

by it,  the procurer does not have the right to refuse to accept agri-

cultural  products  delivered by their producer in accordance with the

contract of procurement and in the time provided by  the  contract  of

procurement.

     3. In case when the procurer does not remove or does  not  accept

agricultural  products,  it  shall pay to their producer the price for

agricultural products and expenses for their delivery.

     4. A  procurer engaged in the processing of agricultural products

received under a contract of procurement is obligated to return to the

producer on its request, the waste from the processing of agricultural

products with payment at a price agreed by the parties.

     Article 600. Liability of the Producer of Agricultural Products

     The producer of agricultural products who has not  performed  its

obligation or has performed its obligation in an improper manner bears

liability in case it is at fault.

     CHAPTER 30. BARTER

     Article 601. The Contract of Barter

     1. Under  the contract of barter each of the parties is obligated

to transfer certain goods to the ownership of the other party in  exc-

hange for other goods.

     2. The respective rules on purchase and sale (Chapter  29)  shall

be  applied to the contract of barter to the extent that this does not

contradict the rules of the present Chapter and the nature of  barter.

In applying the rules,  each of the parties shall be recognized as the

seller of the goods that it is obligated to transfer and the buyer  of

the goods that it is obligated to take in exchange.

     Article 602. Prices and Expenditures Under the Contract of Barter

     1. Unless  it follows otherwise from the contract of barter,  the

goods subject to exchange shall be presumed to be of equal  price  and

the  expenditures  for  their transfer and acceptance shall be made in

each case by the party that bears the respective obligation.

     2. In  the case when,  in accordance with the contract of barter,

the goods exchanged are recognized as not equal in  price,  the  party

obligated  to  transfer  the goods the price of which is less than the

price of the goods presented in return must pay the difference in pri-

ce  directly  after the transfer of the goods or documents of title to

the goods unless another procedure for  payment  is  provided  by  the

contract.

     Article 603. Reciprocal Performance of the Obligation to Transfer

the Goods under the Contract of Barter

     In the case when,  in accordance with the contract of barter, the

times  for transfer of the goods to be exchanged do not coincide,  the

rules on reciprocal performance of obligations (Article 353) shall  be

applied  to the performance of the obligation to transfer the goods by

the party who must transfer the goods after the transfer of the  goods

by the other party.

     Article 604. Transfer of the Right of Ownership to the Goods Exc-

hanged

     Unless a  statute  or  the contract of barter provides otherwise,

the right of ownership to  the  goods  exchanged  shall  pass  to  the

parties entering into the contract of barter as buyers, simultaneously

after the performance of the obligations to  transfer  the  respective

goods by both parties.

     Article 605. Liability for the Taking of Goods Obtained Under the

Contract of Barter

     A party from whom a third person has taken goods obtained under a

contract of barter shall have the right,  if the grounds  provided  by

Article 498 of the present Code are present,  to demand from the other

party the return of the goods received by the latter in  exchange  and

compensation for damages.

     CHAPTER 31. GIFT

     Article 606. The Contract of Gift

     1. Under  the contract of gift one party (the donor) without com-

pensation transfers to the other party (the donee) a thing in  owners-

hip or a property right (or claim),  or frees it from a property obli-

gation to itself.

     Article 607. Form of the Contract of Gift

     1. A gift accompanied by the transfer of the gift item to the do-

nee  may be made orally,  with the exception of the cases provided for

by Paragraphs 2 and 3 of the present Article. The transfer of the gift

item shall be made by handing it over, symbolic transfer (handing over

keys, etc.) or by handing over right-establishing documents.

     2. A contract of gift of movable property must be made in written

form if:  the donor is a legal person and the price of the subject  of

the contract of gift exceeds ten times the minimal monthly wage estab-

lished by a statute;  the donor is a citizen and the price of the sub-

ject  of  the  contract of gift exceeds five times the minimal monthly

wage established by a statute.

     3. A contract of gift of immovable property is subject to notari-

al certification and state registration.

     Article 608. Refusal of the Donee to Accept a Gift

     A donee shall have the right at any time until the transfer to it

of  a  gift  to refuse it.  In this case the contract of gift shall be

considered rescinded.

     Article 609. Prohibition of Gift

     It is not allowed to make a gift, with the exception of customary

gifts of small value:

     1) by legal persons of property belonging to them under the right

of economic management or operative administration;

     2) in the name of minors and of citizens  found  incompetent,  by

their legal representatives;

     3) to employees of medical and educational institutions, institu-

tions  of  social protection and other analogous institutions by citi-

zens who are in them for treatment,  maintenance, or education, nor by

the spouses and relatives of these citizens;

     4) to state employees in connection with their fulfillment of of-

ficial obligations.

     Article 610. Limitations on Giving

     1. Giving  away  of property that is in common joint ownership is

allowed with the consent of all the participants in common  joint  ow-

nership,  with  the observance of the rules provided by Article 301 of

the present Code.

     2. Giving  a  right  to  a claim belonging to the donor against a

third person shall be done with the observance of the  rules  provided

by Articles 411-415, 417-419 of the present Code.

     3. A gift through the fulfillment for the donee of its  obligati-

ons  to a third person shall be made with observance of the rules pro-

vided by Paragraph 1 of Article 334 of the present Code.

     A gift  through  the transfer by the donor to itself of a debt of

the donee to a third person shall be made with the observance  of  the

rules provided by Articles 420 and 221 of the present Code.

     4. A power of attorney for the making of a gift by a  representa-

tive  in  which  the donee is not named and the subject of the gift is

not indicated is void.

     Article 611. Retraction of a Gift

     1. A donor shall have the right to retract a gift  if  the  donee

has made an attempt on his life,  on the life of any of the members of

his family or close relatives,  or has intentionally caused the  donor

bodily harm. In case of intentional deprivation of the life of the do-

nor by the donee,  the right to demand retraction of the gift in a co-

urt belongs to the heirs of the donor.

     2. The donor shall have the right to demand, by judicial procedu-

re,  retraction  of  the gift if the treatment by the donee of a thing

given that has major nonproperty value for the donor creates the thre-

at of its irreparable loss.

     3. On demand of an interested person,  the court  may  retract  a

gift  made  by an individual entrepreneur or legal person in violation

of the provisions of the statute on insolvency (or bankruptcy) at  the

expense  of  assets connected with its entrepreneurial activity during

the six months preceding the declaration of such a person as insolvent

(or bankrupt).

     4. The contract of gift may be terminated in the  case  that  the

donor outlives the donee.

     Article 612.  Consequences of Causing Harm as the Result  of  De-

fects in the Thing Given

     Harm caused to the life,  health,  or property of a citizen donee

as the result of defects of the thing given are subject to compensati-

on by the donor in accordance with the rules provided by Chapter 59 of

the present Code,  if it is shown that these defects arose before  the

transfer of the thing to the donee, are not among the obvious and that

the donor,  although it knew of them,  did not warn  the  donee  about

them.

     Article 613. Charitable Giving

     1. A  charitable  giving  is  the giving of a thing for generally

useful purposes.  Charitable giving may be made by citizens and  legal

persons to any subject of civil law in cases provided by a statute.

     2. No permission or consent is needed for  the  acceptance  of  a

charitable gift.

     3. A charitable gift of property to a citizen must be and to  le-

gal  persons  may be conditioned by the charitable donor on the use of

this property for a defined purpose. In the absence of such a conditi-

on,  the  charitable  giving of property to a citizen is considered an

ordinary gift and in the remaining cases the charitably  donated  pro-

perty shall be used by the donee in accordance with the purpose of the

property.

     4. Articles 617 of the present Code shall not be applied to  cha-

ritable gifts.

     Chapter 32. Lifetime Support With Maintenance

     Article 614. The Contract of Lifetime Support With Maintenance

     1. Under the contract of lifetime support with maintenance,a  ci-

tizen transfers a dwelling house, apartment, or other immovable belon-

ging to it to the ownership of the payor of support who  is  obligated

to  conduct lifetime support with maintenance of the citizen and/or of

a third person (or persons) designated by him.

     2. The contract of lifetime support with maintenance may be conc-

luded in favor of several citizens whose shares in the right to recei-

ve  support  are supposed to be equal.  In case of death of one of the

recipients of support his share in the right to receive support  shall

pass  to other recipients of support who outlived him unless otherwise

provided by the contract;  and in case of death of the last  recipient

of support, the obligation to pay support shall be terminated

     Article 615.  The  Form  of the Contract of Lifetime Support With

Maintenance

     1. The contract of lifetime support with maintenance shall be ma-

de  in the written form and shall be subject to notarial certification

and the contract providing for the alienation of immovable property on

with  a  condition  on lifetime support with maintenance shall also be

subject to state registration.

     2. The  nonobservance of rules contained in part 1 of the present

Article shall entail its invalidity.  Such transaction shall be  inva-

lid.

     Article 616. The Obligation to Provide Support With Maintenance

     1. The obligation of the payor of support to provide support with

maintenance may include satisfaction of needs for housing,  food,  and

clothing,  and if the state of health of the citizen demands it,  also

care for him. A contract of lifetime support with maintenance may also

provide  for  payment  by the payor of support for the cost of funeral

services.

     2. The  cost  of  the whole volume of support per month which may

not be less than two times the monthly minimum wage established  by  a

statute must be defined in a contract of lifetime support with mainte-

nance.

     3. In the decision of a dispute between the parties on the volume

of support that is being provided or must be provided  to  a  citizen,

the court should be guided by the provisions of the contract or by the

law.

     Article 617. Replacement of Lifetime Support by Periodic Payments

     The contract of lifetime support with maintenance may provide for

the  possibility of replacement of the provision of support with main-

tenance in kind with payment during the life of the citizen of  perio-

dic payments in money.

     Article 618.  Risk  of  Accidental Loss or Damage to the Property

Transferred

     An accidental loss or damage to the support  transferred  to  the

payor shall not free him from the payment of support.

     619. Renunciation  of the Contract of Lifetime Support With Main-

tenance

     1. Parties may cancel the contract of lifetime support with main-

tenance  if as a result of breaches of the contractual obligations the

relation between the parties became unbearable or extremely  difficult

due to other substantial reasons.

     2. In case of termination of the contract the property  transfer-

red  under  the contract shall be returned to the recipient of support

and expenses incurred by the payor of support prior to the termination

of the contract shall not be reimbursed to him unless otherwise provi-

ded by the contract.

     Article 620.  Alienation and Use of Property Transferred for Pro-

vision of Lifetime Support

     1. The payor of support shall have the right to alienate, pledge,

or otherwise burden the immovable property transferred to it to secure

lifetime support only with the preliminary consent of the recipient of

support.

     2. The  payor of support is obligated to take the measures neces-

sary so that during the period of provision of lifetime  support  with

maintenance  the  use  of this property did not lead to a reduction of

the value of this property.

     3. In  case  of the transfer of the property to the payor of sup-

port with maintenance,  the recipient of support shall have the  right

to pledge this property in order to secure the obligations.

     Article 620.  Rescission of the Contract of Lifetime Support With

Maintenance

     1. The contract of lifetime support with maintenance may be  res-

cinded upon demand of the parties.

     2. In cases of a considerable breach of the contract by the  per-

son  providing support,  the recipient of support shall be entitled to

demand the rescission of the contract.

     Article 622. Termination of Lifetime Support With Maintenance

     1. The obligation of lifetime support with maintenance is  termi-

nated with the death of the recipient of rent.

     2. In case of substantial violation by the payor  of  support  of

its obligations,  the recipient of support shall have the right to de-

mand return of immovable property given in security for lifetime  sup-

port or payment to it of the buyout price. In such a case the payor of

support does not have the right to demand compensation for  expenditu-

res borne in connection with the support of the recipient of support.

     CHAPTER 33. PROPERTY RENTAL (LEASE)

     1. General Provisions

     Article 624. The Contract of Property Rental

     Under a contract of property rental (or of property rental),  the

party renting out is obligated to provide the renter property for pay-

ment for temporary possession and use or for use.

     Article 625. Right of Ownership of the Renter to Products, Fruits

and Income Received from Rented Property

     The fruits,  products,  and incomes received by the renter as the

result  of  the use of the rented property are under its ownership un-

less otherwise provided by a statute or the contract.

     Article 626. Objects of Property Rental

     1. Land parcels,  parcels of entrails and other distinct  natural

objects,  enterprises and other property systems,  buildings, structu-

res,  equipment, means of transport, and other things that do not lose

their  natural  qualities  in  the process of their use (nonconsumable

things) may be transferred by property rental.

     2. A  statute may establish types (groups) of property whose pro-

perty rental is not allowed or is limited.

     Article 627. The Party Renting Out

     1. The right to grant property by property rental belongs to  its

owner.

     2. The party renting out also may be a  person  authorized  by  a

statute or the owner to grant the property by property rental.

     Article 628. Form of the Contract of Property Rental

     1. A  contract of property rental for a term of more than a year,

and if even one of the parties to a contract is a  legal  person,  re-

gardless of the term, must be made in written form.

     2. A contract of property rental of immovable property is subject

to state registration unless otherwise provided by legislation.

     3. A contract of property rental of property providing for trans-

fer  in  the  future of the right of ownership to this property to the

renter shall be made in the form provided for a contract  of  purchase

and sale of such property.

     Article 629. Term of the Contract of Property Rental

     1. A  contract of property rental is made for the term determined

by the contract.

     2. If  the  term  of the property rental is not determined in the

contract, the contract of property rental shall be considered made for

an  indefinite  term.  In this case each of the parties shall have the

right at any time to renounce the contract,  warning the  other  party

about this one month in advance, and in case of property rental of im-

movable property, three months in advance. Statute or contract may es-

tablish  a  different  period for warning about the termination of the

contract of property rental made for an indefinite term.

     3. A  statute  may establish maximum (or limit) terms of contract

for individual types of property rental and also for  property  rental

of individual types of property.  In these cases,  if the term of pro-

perty rental is not determined in the contract and none of the parties

has renounced the contract before the expiration of the limit term es-

tablished by a statute the contract shall be terminated upon expirati-

on of the limit term.

     A contract of property rental made for a term exceeding the limit

term  established  by a statute is considered made for a term equal to

the limit.

     Article 630. Granting Property to the Renter

     1. The party renting out is obligated to grant the renter proper-

ty  in  a condition corresponding to the terms of the contract of pro-

perty rental and the purpose of the property.

     2. Property  is  granted by property rental together with all its

accessories and documents (technical documentation, quality certifica-

te, etc.) relating to it, unless otherwise provided by the contract.

     If such accessories and documents were not transferred but witho-

ut them the renter cannot use the property in accordance with its pur-

pose or to a significant degree is deprived of that upon which it  had

a right to rely upon making of the contract it may demand provision to

it by the party renting out of such accessories and documents or  res-

cission of the contract and also compensation for damages.

     3. If the party renting out has not provided the renter with  the

property  granted  by property rental within the time indicated in the

contract of property rental and in the case when in the contract  such

a  time is not indicated,  within a reasonable time,  the renter shall

have the right to demand this property from it in accordance with  Ar-

ticle 429 of the present Code or to demand the rescission of the cont-

ract.

     Article 631.  Liability of the Party Renting Out for  Defects  of

the Property Granted by Property Rental

     1. The  party renting out is liable for defects in property gran-

ted by property rental that in whole or in part prevent the use of it,

even if,  at the time of making of the contract of property rental, it

did not know of these defects. Upon the discovery of such defects, the

renter  shall  have the right at its choice:  to demand from the party

renting out either the cost-free elimination of  the  defects  in  the

property or the proportional reduction of rent payment, or compensati-

on for its expenditures for elimination of the defects in the  proper-

ty;  to  directly  withhold  the amount of expenditures made by it for

elimination of the defects from the rent;  to demand early  rescission

of the contract.

     2. A party renting out notified of the demands of the  renter  or

of  the renter’s intention to eliminate the defects in the property at

the expense of the party renting out may without delay make an exchan-

ge of the property provided to the renter for other analogous property

that is in proper condition or may eliminate the defects of  the  pro-

perty without payment.

     3. If the satisfaction of the demands of the renter or its  with-

holding  of  expenditures for the elimination of defects from the pay-

ment for the use of property does not cover the damages caused to  the

renter, the renter shall have the right to demand compensation for the

non-covered part of the damages.

     4. The  party renting out shall not be liable for shortcomings of

the property granted by property rental that were excepted by it  upon

making  of the contract of property rental or were previously known to

the renter or that should have been discovered by the  renter  at  the

time  of  inspection  of the property or verification of its condition

upon making of the contract or transfer of the  property  by  property

rental.

     Article 632.  Rights of Third Persons to Property Granted by Pro-

perty Rental

     The transfer of property by property rental is not  a  basis  for

the  termination  or alteration of the rights of third persons to this

property.  At the making of a contract of property  rental  the  party

renting  out  is  obligated  to warn the renter of all rights of third

persons to the property granted by property rental  (servitude,  right

of pledge,  etc.). Nonperformance by the party renting out of this ob-

ligation shall give the renter the right to demand a reduction in  the

payment  for the use of property or the rescission of the contract and

compensation for damages.

     Article 633. Payment for the Use of Property

     1. The renter is obligated to make timely payment for the use  of

property.

     The procedure, conditions and times for making of payment for the

use  of  property shall be determined by the contract of property ren-

tal.  In the case when they are not determined by the contract,  it is

considered that the procedure,  conditions,  and times are established

that are usually used in the leasing of analogous property  in  compa-

rable circumstances.

     2. Payment  for  the use of property shall be established for all

rented property as a whole or separately for each of  its  constituent

part in the form of:

     1) payments defined  as  a  fixed  amount  made  periodically  or

one-time;

     2) an established share of the production,  fruits, or income ob-

tained as the result of the use of rented property;

     3) the granting by the renter of specified services;

     4) transfer by the renter to the party renting out of things pro-

vided by the contract in ownership or in property rental;

     5) placing  upon the renter expenditures provided by the contract

for improvement of the rented property.

     The parties  may  provide  in the contract of property rental for

the combination of these forms of payment for the use of property  and

other forms of payment for the property rental.

     3. The size of payment for the use of property may be changed  by

agreement  of  the  parties within the times provided by the contract,

but not more often than once a year. A statute may provide other mini-

mum  times for reconsideration of the amount of payment for the use of

property for individual types of property rental and also for the pro-

perty rental of individual types of property.

     4. Unless a statute provides otherwise,  a renter shall have  the

right  to  demand  a corresponding reduction of payment for the use of

property if by force of circumstances for which it  does  not  answer,

the  conditions  of use provided by the contract of property rental or

the state of the property has significantly worsened.

     5. Unless  otherwise provided by the contract of property rental,

in case of substantial breach by the renter of times for  making  pay-

ment  for  the  use of property,  the party renting out shall have the

right to demand from it early making of payment for the use of proper-

ty at a time established by the party renting out.  However, the party

renting out does not have the right to demand early making of the pay-

ment for the use of property for more than two periods in succession.

     Article 634. Use of the Rented Property

     1. The  renter  is obligated to use the rented property in accor-

dance with the terms of the contract of property rental and,  if  such

terms are not defined in the contract,  in accordance with the purpose

of the property.

     2. The lessee shall have the right,  with the consent of the les-

sor, to give the leased property in sublease (subrental) and to trans-

fer  its rights and duties under the contract of lease to another per-

son (transfer rental),  to provide the leased property for use without

compensation,  and  also  to give the leased rights as a pledge and to

contribute them as an investment in the charter capital of  commercial

partnerships  and companies or as a share contribution in a production

cooperative unless otherwise established by the present Code,  another

statute,  or other legal acts.  In these cases,  with the exclusion of

transfer rental,  the lessee remains liable under the contract to  the

lessor.

     A contract of sublease may not be made for a term  exceeding  the

term of the contract of lease.

     The rules on contracts of lease shall be applied to contracts  of

sublease, unless otherwise provided by a statute or other legal acts.

     3. If a lessee uses property not in accordance with the terms  of

the contract of lease or the purpose of the property, the lessor shall

have the right to demand rescission of the contract  and  compensation

for damages.

     Article 635. Disposal of Rented Property by the Renter

     1. The renter shall have the right, with the consent of the party

renting out,  to give the rented property  in  subrental  of  property

(sublease) and to transfer its rights and duties under the contract of

property rental to another person (transfer rental),  to  provide  the

rented  property for use without compensation,  and also to give these

rights as a pledge and to contribute them  as  an  investment  in  the

charter capital of commercial partnerships and companies or as a share

contribution in a production cooperative unless otherwise  established

by legislation. In the said cases, with the exclusion of transfer ren-

tal, the renter remains liable under the contract to the party renting

out.

     A contract of subrental of property may not be made  for  a  term

exceeding the term of the contract of property rental.

     The rules on contracts of property rental  shall  be  applied  to

contracts  of subrental of property,  unless otherwise provided by le-

gislation.

     Article 636.  Obligation of the Party Renting Out for the Mainte-

nance of the Property

     1. The  party renting out is obligated to make at its expense ma-

jor repair of the property granted by property rental unless otherwise

provided by legislation, or the contract of property rental.

     2. The party renting out is obligated to make at  its  expense  a

repair  caused by urgent necessity that occurred as the result of cir-

cumstances for which the party renting out bears no responsibility.

     3. Major repair must be made in the time established by the cont-

ract of property rental or if it is not established by the contract or

is caused by urgent necessity, within a reasonable time.

     4. Violation by the party renting out of an  obligation  for  the

making  of  major repair gives the renter the right at its choice:  to

make the major repair provided by the contract or caused by urgent ne-

cessity  and  to recover the cost of repair from the party renting out

or to subtract it from the payment for the use of property;  to demand

a  corresponding reduction of payment for the use of property;  to de-

mand the rescission of the contract.

     Article 637.  Obligation of the Renter for the Maintenance of the

Rented Property

     The renter  is obligated to maintain the property in sound condi-

tion,  to make at its expense current repair, and to bear the expendi-

tures  for maintenance of the property unless otherwise established by

a statute or by the contract of property rental.

     Article 638.  Maintenance of the Contract of Property  Rental  in

Force in Case of Change of Parties

     1. The  transfer  to  a third person of the right of ownership to

the rented property is not a basis for the change or rescission of the

contract of property rental.

     2. In case of the death of a citizen renting immovable  property,

his  rights  and  obligations  under  the  contract of property rental

transfer to his heirs,  unless statute or contract provides otherwise.

The  party  renting out does not have the right to refuse such an heir

entry into the contract for the remaining term of its  validity,  with

the exception of the case when the making of the contract was based on

the personal qualities of the renter.

     Article 639.  Termination of the Contract of Subrental in Case of

Early Termination of the Contract of Property Rental

     1. Unless otherwise provided by the contract of property  rental,

early  termination of the contract of property rental entails termina-

tion of a contract of subrental of property made  in  accordance  with

it.

     2. If the contract of property rental is void on grounds provided

by the present Code, contracts of subrental of property made in accor-

dance with it are also void.

     Article 640.  Early Rescission of the Contract on Demand  of  the

Party renting out

     1. On demand of the party renting out a contract of property ren-

tal may be rescinded early by a court in cases when the renter:

     1) uses the property with a substantial violation of the terms of

the contract or purpose of the property or  with  repeated  violations

despite written warnings of the party renting out;

     2) substantially worsens the property;

     3) more  than twice in succession upon the expiration of the time

for payment established by the contract fails to make payment for  the

use of property;

     4) does not make major repair of the property  within  the  times

established in the contract of property rental,  and in the absence of

them in the contract within reasonable times in those  cases  when  in

accordance with a statute,  other legal acts or the contract,  the ma-

king of major repair is the responsibility of the renter.

     The contract  of  property  rental also may establish other bases

for early rescission of the contract on demand of  the  party  renting

out in accordance with Paragraph 2 of Article 482 of the present Code.

     2. The party renting out shall have the  right  to  demand  early

rescission of the contract only after giving to the renter a reasonab-

le opportunity to perform its obligation.

     Article 641.  Early Rescission of the Contract on Demand  of  the

Renter

     On demand of the renter a contract of property rental may be res-

cinded early by a court in cases when:

     1) the  party  renting  out does not provide the property for the

use of the renter or creates impediments for the use of  the  property

in  accordance  with  the  terms of the contract or the purpose of the

property;

     2) the  property  transferred to the renter has defects hindering

its use that were not excepted by the party renting out at the  making

of  the  contract,  were not previously known to the renter and should

not have been discovered by the renter during inspection of  the  pro-

perty or verification of its soundness at the making of the contract;

     3) the party renting out fails to make major repair that  is  its

obligation  to  the property within the times established by the cont-

ract of property rental or,  in the absence of them in  the  contract,

within reasonable times;

     4) the property by virtue of circumstances for which  the  renter

does not answer is in a state unsuitable for use.

     The contract of property rental also may  establish  other  bases

for early rescission of the contract on demand of the renter in accor-

dance with Paragraph 2 of Article 482 of the present Code.

     Article 642.  Preferential Right of the Renter to the  Making  of

the Contract of property rental for a New Term

     1. Unless otherwise provided by a statute or the contract of pro-

perty rental,  a renter who has properly  performed  its  obligations,

upon  the expiration of the term of the contract has,  under otherwise

equal conditions,  a preferential right before other persons  for  the

making of a contract of property rental for a new term.  The renter is

obligated to inform the party renting out in writing of  the  wish  to

conclude such a contract at the time indicated in the contract of pro-

perty rental and if the contract does not indicate such a time,  at  a

reasonable time before the end of the effectiveness of the contract.

     At the making of a contract of property rental for  a  new  term,

the terms of the contract may be changed by agreement of the parties.

     2. If the renter continues to use property  after  expiration  of

the  term  of the contract in the absence of objections on the part of

the party renting out, the contract shall be considered renewed on the

same conditions for an indefinite term (Article 649).

     Article 643. Return of the Property to the Party Renting Out

     1. Upon termination of the contract of property rental the renter

is obligated to return the property to the party renting  out  in  the

condition  in  which it received it taking into account normal wear or

in the condition provided by the contract.

     2. If  the renter has not returned the rented property or has re-

turned it late,  the party renting out shall have the right to  demand

making  of the payment for the use of property for the whole period of

delay. In the case when this payment does not cover the damages caused

to the party renting out it may demand compensation for them.

     In the case when a penalty is provided by the contract  for  late

return  of  the rented property damages may be recovered in full above

the penalty, unless otherwise provided by the contract.

     Article 644. Improvement of the Rented Property

     1. Separable improvements to the rented property made by the par-

ty renting out are in its ownership,  unless otherwise provided by the

contract of property rental.

     2. In the case when the renter has made at the expense of its own

funds and with the consent of the party renting  out  improvements  in

the  rented property that are not separable without damage to the pro-

perty,  the renter shall have the right after the termination  of  the

contract for compensation for the value of these improvements,  unless

otherwise provided by the contract of property rental.

     3. The  value  of inseparable improvements of the rented property

made by the renter without the consent of the party renting out is not

subject to compensation unless otherwise provided by a statute.

     4. Improvements in the property rentald property,  both separable

and  inseparable,  made  at the expense of amortization transfers from

this property are owned by the party renting out.

     Article 645. Buyout of the Rented Property

     1. It may be provided in the contract of property rental that the

rented  property transfers to the ownership of the renter upon expira-

tion of the term of property rental or before its  expiration  on  the

condition of the paying by the renter of the whole buyout price provi-

ded by the contract.

     2. If  a condition on buyout of the rented property is not provi-

ded in the contract of property rental it  may  be  established  by  a

supplementary  agreement  of the parties,  who in such a case have the

right to contract on the counting of the previously paid  payment  for

the use of property toward the purchase price.

     3. A statute may establish cases of prohibition of buyout of pro-

perty rented property.

     Article 646. Peculiarities of Individual Types of Property Rental

and of Property Rental of Individual Types of Property

     The provisions contained in the present Section shall be  applied

to  the  individual  types of contract of property rental and to cont-

racts of property rental of individual types of property (rental, pro-

perty  rental  of means of transport,  property rental of enterprises,

finance property rental) unless otherwise established by the rules  of

the present Code on these contracts.

     2. Rental

     Article 647. The Contract of Rental

     1. Under the contract of rental,  the party renting out,  conduc-

ting the provision of property by property rental as a permanent  ent-

repreneurial  activity is obligated to provide the renter with movable

property for payment for temporary possession and use.

     The property  provided under the contract of rental shall be used

for consumer purposes unless otherwise provided by the contract or ot-

herwise follows from the nature of the obligation.

     2. The contract of rental shall be made in written form.

     3. The contract of rental is a public contract (Article 458).

     Article 648. The Term of the Contract of Rental

     1. A  contract  of  rental  shall be made for a term of up to one

year.

     2. The rules on renewing a contract of property rental for an in-

definite term and on the preferential right of a renter to the renewal

of a contract of property rental (Article 661) shall not be applied to

a contract of rental.

     3. The renter shall have the right to cancel the contract of ren-

tal at any time, having informed the party renting out of its intenti-

on in writing not less than ten days in advance.

     Article 649. Provision of the Property to the Renter

     A party  renting out who has made a contract of rental is obliga-

ted,  in the presence of the renter,  to verify the soundness  of  the

rented property and also to acquaint the renter with the rules for use

of the property or to give it written instructions on the use of  this

property.

     Article 650. Elimination of Defects of Rented property

     1. In  case  of  discovery by the renter of defects in the rented

property that in whole or in part hinder its use,  the  party  renting

out  is obligated within a ten-day period from the day of notification

by the renter of the defects,  unless a shorter period is  established

by the contract of rental,  to eliminate, without cost, the defects in

the property where it is located or to make an exchange of  the  given

property for other analogous property that is in good condition.

     2. If the defects in the rented property are the result of viola-

tion by the renter of the rules for use and maintenance of the proper-

ty, the renter shall pay the party renting out the price of repair and

transport of the property.

     Article 651.  Payment  for the Use of Property Under the Contract

of Rental

     1. Payment for the use of property under the contract  of  rental

shall be established in the form of payments defined as a fixed amount

made periodically or at one time.

     2. In  case  of  early return of the property by the renter,  the

party renting out shall return to it the  corresponding  part  of  the

rental payment received,  calculated from the day after the day of ac-

tual return of the property.

     3. Recovery from the renter of indebtedness for a payment for the

use of property shall be made in incontestable manner on the basis  of

an execution document from a notary.

     Article 652. Use of the Rented Property

     1. Major  and  current repair of rented property under a contract

of rental is the obligation of the party renting out.

     2. The granting by subrental of property provided to a renter un-

der a contract of rental,  to another person,  pledge of the  property

rental  rights  and  contribution  of them as property contribution to

commercial partnerships and companies or as share contribution to pro-

duction cooperatives.

     3. LEASING OF MEANS OF TRANSPORT

     1. Leasing of Means of Transport With Provision of  Services  for

Management and Technical Exploitation

     Article 653.  The  Contract  of  Lease of Means of Transport With

Crew

     1. Under a contract of lease (time-freight) of means of transport

with  crew,  the  lessor provides means of transport to the lessee for

payment for temporary possession and use and provides with its own ef-

forts service for managing them and for their technical exploitation.

     2. The rules of the present Article on renewal of a  contract  of

lease  for  an indefinite term and on preferential right of the lessee

to renew a contract of lease (Article 662)  are  not  applied  to  the

contract of lease of means of transport with crew.

     Article 654.  Form of the Contract of Lease of Means of Transport

With Crew

     The contract of lease of means of transport with crew must be ma-

de  in written form regardless of its term.  The rules on registration

of contracts of lease provided by Paragraph 2 of Article  648  of  the

present  Code  are  not  applied  to the contract of lease of means of

transport.

     Article 655. Obligation of the Lessor for Maintenance of Means of

Transport

     The lessor shall be obligated, during the whole term of the cont-

ract of lease of means of transport with crew,  to support a  suitable

condition of the means of transport granted by lease including conduct

of current and major repair and provision of

the necessary accessories.

     Article 656.  The  Obligations  of  the Lessor for Management and

Technical Exploitation of Means of Transport

     1. Services provided to the lessee by the lessor for the  manage-

ment  and technical exploitation of means of transport must ensure its

normal and safe exploitation in accordance with the purposes of  lease

indicated in the contract. The contract of lease of means of transport

with crew may provide for a broader range of services to  be  supplied

to the lessee.

     2. The staffing of the crew of the means of transport and its qu-

alifications  must  correspond to the rules obligatory for the parties

and to the terms of the contract and if such requirements are not  es-

tablished by rules obligatory for the parties,  to the requirements of

the usual practice of exploitation of means of transport of the  given

type and terms of the contract.

     3. The members of the crew shall preserve labour  relations  with

the lessor. They shall be subject to the orders of the lessor relating

to management and technical exploitation and to the orders of the les-

see on the commercial exploitation of the means of transport.

     4. Unless the contract of lease provides otherwise,  expenditures

for  payment  for the services of the members of the crew and also ex-

penses for their support shall be borne by the lessor.

     Article 657.  The Obligation of the Lessee for the Payment of Ex-

penses  Connected  With the Commercial Exploitation of Means of Trans-

port

     Unless otherwise provided by the contract of lease  of  means  of

transport  with  crew,  the  lessee shall bear the expenses arising in

connection with the commercial exploitation of the means of transport,

including  expenses  for payment for fuel and other materials consumed

in the process of exploitation and for the payment of tolls.

     Article 658. Insurance of Means of Transport

     Unless otherwise provided by the contract of lease  of  means  of

transport  with crew,  the obligation to insure the means of transport

and/or to insure liability for harm that may be caused  by  it  or  in

connection with its exploitation is imposed on the lessor in those ca-

ses when such insurance is compulsory by force of a statute  or  cont-

ract.

     Article 659.  Contracts With Third Persons on the Use of Means of

Transport

     1. Unless the contract of lease of means of transport  with  crew

provides  otherwise,  the lessee shall have the right without the con-

sent of the lessor to grant means of transport by sublease.

     2. The  lessee within the limits of exercising commercial exploi-

tation of the leased means of transport shall have the  right  without

the  consent  of the lessor and in its own name to conclude with third

persons contracts of carriage and other contracts unless they  contra-

dict  the  purposes  of use of the means of transport indicated in the

contract of lease or, if such purposes are not established, the desig-

nation of the means of transport.

     Article 660. Liability for Harm Caused to a Means of Transport

     In case  of  loss of or damage to a leased means of transport the

lessee shall be obligated to compensate the lessor for the damages ca-

used  if the latter shows that the loss or harm to the means of trans-

port occurred due to circumstances for which the lessee answers in ac-

cordance with a statute or the contract of lease.

     Article 661. Liability for Harm Caused by a Means of Transport

     Liability for  harm  caused to third persons by a leased means of

transport, its mechanisms, apparatus, equipment and etc. shall be bor-

ne  by  the lessor in accordance with the rules provided by Chapter 55

of the present Code.

     Article 662.  The Peculiarities of Lease of Individual  Types  of

Means of Transport

     Peculiarities of  lease of individual types of means of transport

with the provision of services for management and technical  exploita-

tion, in addition to those provided by the present Section, may be es-

tablished by a statute.

     Article 663.  The Contract of Lease of Means of Transport Without

Crew

     1. Under a contract of lease of means of transport without  crew,

the  lessor provides the lessee with means of transport for payment in

temporary possession and use without the rendering of services for ad-

ministering them or for their technical exploitation.

     2. The rules of the present Chapter on the renewal of a  contract

of  lease  for an indefinite term and on the preferential right of the

lessee to renew the contract of lease (Article 661) shall not be  app-

lied to the contract of lease of means of transport without crew.

     Article 664. The Form of the Contract of Lease of Means of Trans-

port

     The contract of lease of means of transport without crew must  be

made in written form regardless of its term. The rules on registration

of contracts of lease provided by Paragraph 2 of Article  647  of  the

present Code shall not be applied to this contract.

     Article 665. Obligations of the Lessee Concerning the Maintenance

of Means of Transport

     Within the entire term of validity of the contract  of  lease  of

means of transport without crew,  the lessee shall be obligated to ma-

intain means of transport in the appropriate condition including  cur-

rent repair as well as capital repair unless otherwise provided by the

contract.

     Article 666.  Obligations of the Lessee for the Management of Me-

ans of Transport and for Its Technical Exploitation

     The lessee  shall  conduct  the management of the leased means of

transport and its exploitation,  both commercial and technical, by its

own efforts.

     Article 667. Obligation of the Lessee for Payment of Expenses for

Maintenance of Means of Transport

     Unless otherwise provided by the contract of lease  of  means  of

transport without crew, the lessee shall bear expenses for maintenance

of the leased means of transport,  its insurance,  including insurance

of its own liability, and also expenditures arising in connection with

its exploitation.

     Article 668. Contracts With Third Persons on the Use of the Means

of Transport

     1. Unless  the  contract of lease provides otherwise,  the lessee

shall have the right with the consent of the lessor to give the leased

means of transport in sublease on the conditions of a contract of lea-

se of the means of transport with crew or without crew.

     2. The  lessee  shall  have  the right without the consent of the

lessor in its own name to conclude contracts of transportation and ot-

her  contracts  with third persons unless they contradict the purposes

of use of the means of transport indicated in the  contract  of  lease

and  if  such  purposes  are not listed,  the purposes of the means of

transport.

     Article 669. Liability for Harm Caused by a Means of Transport

     Liability for harm caused to third persons by the means of trans-

port, its mechanisms, apparatus, and equipment and etc., shall be bor-

ne by the lessee in accordance with the rules of  Chapter  55  of  the

present Code.

     Article 670.  Peculiarities  of  the Lease of Individual Types of

Means of Transport

     Peculiarities of the lease of individual types of means of trans-

port  without  the  provision of services for management and technical

exploitation,  in addition to those provided by the  present  Section,

may be established by legislation.

     4. Lease of Buildings and Structures

     Article 671. The Contract of Lease of a Building or Structure

     1. Under  the  contract of lease of a building or structure,  the

lessor is obligated to transfer a building or structure to the  lessee

for temporary possession and use or for temporary use.

     2. The rules of the present Section shall be applied to the lease

of enterprises,  unless otherwise provided by the rules of the present

Code on the lease of an enterprise.

     Article 672.  The Form and State Registration of the Contract  of

Lease of a Building or Structure

     1. The contract of lease of a building or structure shall be made

in written form by the preparation of one document signed by the  par-

ties (Paragraph 2 of Article 466).  Failure to observe the form of the

contract of lease of a building or structure shall entail its  invali-

dity.

     2. A contract of lease of a building or structure made for a term

of  not  less than one year shall be subject to state registration and

shall be considered made from the time of such registration.

     Article 673.  Rights to a Land Parcel in Case of Lease of a Buil-

ding or Structure Located on It

     1. Under  a  contract  of lease of a building or structure to the

lessee,  simultaneously with the transfer of the rights of  possession

and use of such immovable pass the rights to the part of the land par-

cel that is occupied by this immovable and is necessary for its use.

     2. In  cases  when  the lessor is the owner of the land parcel on

which the building or structure given in lease is located,  the lessee

is  granted the right of lease or other right provided by the contract

of lease of a building or structure to the respective part of the land

parcel.

     If the contract has not defined the right to the respective  land

parcel  transferred to the lessee,  to it passes,  for the term of the

lease of the building or structure,  the right of use of the  part  of

the  land  parcel that is occupied by the building or structure and is

necessary for its use in accordance with its purpose.

     Article 674. Preservation by the Lessee of the Building or Struc-

ture of the Right of Use of the Land Parcel in Case of Its Sale

     In cases  when the right to use the land parcel on which the lea-

sed building or structure is located passes to  a  third  person,  the

lessee  of  this  building  or structure keeps the right of use of the

part of the land parcel that is occupied by the building or  structure

and is necessary for its use.

     Article 675. Amount of Lease Payment

     1. The  contract of lease of a building or structure must provide

for an amount of lease payment.  In the absence of a condition  agreed

upon  by  the  parties in written form on the amount of lease payment,

the contract of lease of a building or structure shall  be  considered

not to have been made.  In such a case,  the rules for determining the

price provided by Paragraph 3 of Article 466 of the present Code shall

not be applied.

     2. The payment for use of the building or  structure  established

in  the  contract of lease of a building or structure includes payment

for use of the land parcel on which it is located  or  the  respective

part of the land parcel transferred together with it, unless otherwise

provided by a statute or contract.

     3. In  cases when payment for lease of a building or structure is

established in the contract per unit  of  area  of  the  building  (or

structure) or other indicator of its size,  the lease payment shall be

determined proceeding from the actual size of the building or structu-

re transferred to the lessee.

     Article 676. Transfer of a Building or Structure

     1. The  transfer of a building or structure by the lessor and its

acceptance by the lessee shall be made by a statement of  transfer  or

other  document  on  transfer signed by the parties.  Unless otherwise

provided by a statute or by the contract of lease  of  a  building  or

structure,  the  obligation  of the lessor to transfer the building or

structure to the lessee is considered fulfilled after the giving of it

to the lessee in possession or use and the signature by the parties of

the respective document on transfer.

     Refusal of  one of the parties to sign a document on the transfer

of the building or structure on the conditions provided by  the  cont-

ract  shall  be  considered as a refusal respectively by the lessor to

perform the obligation for the transfer of the property or by the les-

see to accept the property.

     2. In case of termination of a contract of lease of a building or

structure,  the  leased  building or structure must be returned to the

lessor with the observance of the rules provided by Paragraph 1 of the

present Article.

     5. Lease of Enterprises

     Article 677. The Contract of Lease of an Enterprise

     1. Under  the  contract  of lease of an enterprise (Article 144),

the lessor is obligated to provide the lessee for payment for tempora-

ry  possession  and use the enterprise as a whole as a property system

with the exception of the rights and obligation which the  lessor  has

no right to transfer to third persons.

     2. The lessor is obligated to notify in writing its creditors  of

the transfer of its debts to the lessee. If the creditors do not agree

to such transfer,  within three months from the day of the receipt  of

the  notice  they  shall  have the right to demand from the lessor the

termination or an early performance of the corresponding  obligations.

If  within  the indicated period any of those claims has not been pre-

sented, the creditor shall be considered to have given his consent for

the transfer of the given debt to the lessee.

     The enterprise may be transferred to the lessee only after  comp-

leting settlements with creditors who have demanded the termination or

early performance of the obligations by the lessor.

     After leasing  of  the enterprise as a property system the lessor

and the lessee shall bear joint and several liability for the debts of

the leased enterprise that have been transferred to the lessee without

the consent of the creditor.

     3. Rights  of the lessor obtained by it on the basis of a special

permission (or a license) for  engaging  in  the  respective  activity

shall  not be subject to transfer to the lessee,  unless otherwise es-

tablished by legislation. Inclusion in the structure of the enterprise

transferred by contract of obligations whose performance by the lessee

is impossible if it does not have such a special permission (or licen-

se)  does  not  free the lessor from the respective obligations to the

creditors.

     4. Rights and obligations in relation to employees of the enterp-

rise shall pass from the lessor to the lessee by procedure provided by

the labor legislation for passage of such rights and obligations.

     Article 678. Rights of Creditors Upon Lease of an Enterprise

     1. Creditors  on obligations included in the structure of the en-

terprise must be notified in writing by the lessor of the transfer  of

the enterprise by lease before its transfer to the lessee.

     2. A creditor who has not informed the lessor in writing  of  its

consent  for  the transfer of a debt shall have the right within three

months from the day of receipt of notice of the transfer  of  the  en-

terprise  by  lease  to demand the termination or early performance of

the obligation and compensation for the damages caused by this.

     3. A  creditor  that  was not notified of the transfer of the en-

terprise by lease by the procedure provided by Paragraph 1 of the pre-

sent  Article may bring a suit for satisfaction of the claims provided

by Paragraph 2 of the present Article within a year from the day  when

it learned or should have learned of the transfer of the enterprise by

lease.

     4. After the transfer of the enterprise by lease,  the lessor and

lessee shall bear joint and several liability for the  debts  included

in  the  structure of the transferred enterprise that were transferred

to the lessee without the consent of the creditor.

     Article 679. Form and State Registration of the Contract of Lease

of an Enterprise

     1. A  contract of lease of an enterprise shall be made in written

form by the preparation of one document  signed  by  the  parties  and

shall be subject to notarial certification and state registration. The

contract of lease of an enterprise shall be considered made  from  the

time of its state registration.

     2. Nonobservance of the requirements provided by paragraph  1  of

the  present Article shall entail its invalidity.  Such contract shall

be considered invalid

     Article 680. Transfer of the Leased Enterprise

     Transfer of the enterprise to the lessee shall be done by a  sta-

tement of transfer.

     Preparation of the enterprise for transfer,  including the compi-

lation and presentation for signature of the statement of transfer, is

the obligation of the lessor and shall be done at its expense,  unless

otherwise provided by the contract of lease

of the enterprise.

     Article 681. Obligations of the Lessee for the Maintenance of the

Enterprise and the Payment of Expenditures for Its Operation

     1. The  lessee  of  an enterprise is obligated,  during the whole

term of effectiveness of the contract of lease of  an  enterprise,  to

maintain the enterprise in proper technical condition including making

its current and major repairs.

     2. The  expenditures  connected  with the operation of the leased

enterprise,  unless otherwise provided by the contract,  and also  the

making of payments for insurance of the leased property, taxes and ot-

her mandatory payments shall be imposed upon the lessee.

     Article 682. Use of the Property of the Leased Enterprise

     1. Unless otherwise provided by a statute or the contract of lea-

se of an enterprise, the lessee shall have the right, without the con-

sent of the lessor, to sell, exchange, grant for temporary use or loan

items  of value that are comprised in the structure of the property of

the leased enterprise, to sublease them and to transfer its rights and

duties under the contract of lease with respect to such items of value

to another person on the condition that this does not entail a  reduc-

tion  of the value of the enterprise and does not violate other provi-

sions of the contract of lease of an enterprise.  This procedure shall

not be applied with respect to land and other natural resources nor in

other cases provided by a statute.

     2. Unless  otherwise  provided by the contract of lease of an en-

terprise,  the lessee shall have the right, without the consent of the

lessor,  to  make changes in the structure of the leased property sys-

tem, to conduct its reconstruction, expansion, technical re-equipment,

increasing its value.

     Article 683.  Making  by the Lessee of Improvements in the Leased

Enterprise

     The lessee of an enterprise shall have the right to  compensation

to it for the price of inseparable improvements of the leased property

regardless of the approval of the lessor for such improvements  unless

otherwise provided by the contract of lease of an enterprise.

     The lessor may be freed by a court from the obligation to compen-

sate  the  lessee for the cost of such improvements,  if it shows that

the costs of the lessee for these improvements increase the  value  of

the  leased property disproportionately to the improvement of its exp-

loitation characteristics or,  in the making of such improvements, the

principles of good faith and reasonableness were violated.

     Article 684. Application to the Contract of Lease of an Enterpri-

se of the Rules on the Consequences of Invalidity of Transactions,  on

the Change and on the Rescission of a Contract

     The rules of the present Code on the consequences of the  invali-

dity of transactions, on the change and on the rescission of the cont-

ract providing for the return or recovery in kind of what was received

under the contract from one party or from both parties shall be appli-

ed to the contract of lease of an enterprise if such  consequences  do

not violate substantially the rights and interests protected by a sta-

tute of creditors of the lessor and lessee,  or of other persons,  and

do not contradict the interests of society.

     Article 685. Return of the Leased Enterprise

     Upon termination of the contract of lease of an  enterprise,  the

leased  property system must be returned to the lessor with the obser-

vance of the rules provided by Articles 697 and 699 of the present Co-

de.  The preparation of an enterprise for transfer to the lessor, inc-

luding the compilation and presentation for signature of  a  statement

of transfer, is in this case the obligation of the lessee and shall be

done at its expense, unless otherwise provided by the contract.

     6. Lease of Agricultural Land and Other Natural Resources

     Article 686.  The Contract of Lease of Land and Other Natural Re-

sources

     1. Under  the contract of lease of land and other natural resour-

ces, the lessor is obligated to transfer to the lessee for compensati-

on  for  temporary possession and use land and other natural resources

and the lessee is obligated to use them in accordance with the purpose

and make rent payments.

     2. The rules on contracts of lease shall be applied to the  lease

of  land  and other natural resources unless otherwise provided by the

contract or by a statute.

     Article 687.  Subjects of Lease of Agricultural Land and  Natural

Resources

     1. In  accordance  with the Land Code and the Law of the Republic

of Tajikistan оn Subsoil Assets,,  the corresponding executive autho-

rities and mining supervision agencies shall be entitled to lease land

and other natural resources.

     2. Secondary  land  users shall be entitled to lease land parcels

independently in accordance with the Land Code of the Republic of  Ta-

jikistan.

     3. Lessees are natural persons and legal persons of the  Republic

of Tajikistan,  foreign legal and natural persons, joint ventures, in-

ternational organizations and foreign states.

     Article 688. The Form and term of Validity of the Contract of Le-

ase of Land and Other Natural Resources

     1. The contract of lease of land and other natural resources must

be concluded in the written form.

     2. The  minimal term of validity of the contract of lease of land

may not be less than one rotation of crops.

     3. The term of validity of the contract of lease of natural reso-

urces shall be five and more years

     Article 689. Obligation of the Lessor

     1. The lessor is obligated to transfer to the lessee agricultural

land  in  the condition suitable for the purpose provided by the cont-

ract.

     2. The  lessor is obligated to implement arrangements targeted to

the creation of conditions necessary for the effective use of the lea-

sed land (water supply,  measures for the improvement of the soil fer-

tility, construction and repair of roads and

etc.).

     ***3. The  lessor is obligated to compensate for necessary expen-

ses incurred by it in relation to the leased land and  other  required

expenses incurred with the consent of the lessor.

     4. The lessor is obligated to compensate the lessee for necessary

expenses caused by an early termination of the contract  of  lease  of

land  upon  the  demand of the lessor including the value of the crops

which have not been collected.

     Article 690. Obligations of the Lessee

     1. The lessee shall have the following obligations:  to  use  the

land in accordance with the purpose;  not to leave the land unused; to

make arrangements to improve the condition of the land.

     2. To make timely lease payments.

     3. To return the land in the appropriate condition upon the expi-

ration of the term of the contract of lease.

     Article 691.  The  Right to Receive Compensation for Improvements

Made

     The lessee of land shall have the right to be compensated for the

cast of improvements made by him either with the consent of the lessor

or required for the normal use of the leased land.

     Article 692.  The Right to Extend the Term  of  Validity  of  the

Contract of Lease

     1. Upon the expiration of the term of the contract of lease,  the

lessee shall have the right to renew it.

     2. If  upon  the  expiration of the term of the contract no party

announces the termination or alteration of the contract,  the contract

shall  be considered prolonged on the same terms that have been provi-

ded by the contract.

     7. Finance Lease (Leasing)

     Article 693. The Contract of Finance Lease

     1. Under the contract of finance lease (the contract of leasing),

the  lessor  is obligated to obtain in ownership property indicated by

the lessee from a seller designated by it and to  provide  the  lessee

with  this  property  for  payment in temporary possession and use for

entrepreneurial purposes.

     Unless otherwise provided by the contract the lessor does not be-

ar liability for selection of the leased property nor for selection of

the seller.

     2. Any nonconsumable things  used  for  entrepreneurial  activity

with  the  exception  of land parcels and other natural objects may be

transferred under the contract of finance lease.

     Article 694.  Notification of the Seller on Granting the Property

by Lease

     The lessor, in obtaining the property for the lessee, must inform

the seller of the fact that the property is meant for transfer  of  it

by lease to a defined person.

     Article 695. Transfer to the Lessee of the Object of the Contract

of Finance Lease

     1. Unless otherwise provided by the contract  of  finance  lease,

the  property that is the object of this contract shall be transferred

by the seller directly to the lessee at the place of location  of  the

latter.

     2. In the case when the property that is the object of the  cont-

ract of finance lease is not transferred to the lessee at the time in-

dicated in this contract or,  if such a time is not indicated  in  the

contract,  within a reasonable time,  the lessee shall have the right,

if the delay is caused by circumstances for which the lessor  answers,

to demand the rescission of the contract and compensation for damages.

     Article 696.  Transfer  to  the  Lessee of the Risk of Accidental

Loss or Accidental Spoilage of the Property

     The risk of accidental loss or accidental spoilage of the  leased

property shall pass to the lessee at the time of transfer to it of the

leased property unless otherwise provided by the contract  of  finance

lease.

     Article 697. Liability of the Seller

     1. The  lessee  shall  have  the right to present directly to the

seller of the property that is the object of the contract  of  finance

lease  claims arising from the contract of purchase and sale made bet-

ween the seller and the lessor, in particular with respect to the qua-

lity and completeness of the property,  the times for its supply,  and

in other cases of improper performance of the contract by the  seller.

In such a case the lessee shall have the rights and bear the responsi-

bilities provided by the present Code for the buyer,  except the obli-

gation  to  pay  for the goods obtained,  as if it were a party of the

contract of purchase and sale of this property.  However,  the  lessee

may not rescind the contract of purchase and sale with the seller wit-

hout the consent of the lessor.

     In relations with the seller,  the lessee and lessor shall act as

joint and several creditors (Article 349).

     2. Unless  otherwise  provided  by the contract of finance lease,

the lessor shall not be liable to the lessee for  the  performance  by

the  seller  of claims deriving from the contract of purchase and sale

except for cases when liability for the selection  of  the  seller  is

upon the lessor. In the latter case the lessee shall have the right at

its choice to present claims deriving from the  contract  of  purchase

and  sale  either  directly to the seller of property or to the lessor

who shall bear joint and several liability.

     CHAPTER 34. RENTAL OF HOUSING PREMISES

     Article 698. The Contract of Rental of Housing Premises

     1. Under the contract of rental of housing premises the  landlord

is  obligated to provide the tenant and the members of his family with

housing premises for payment in possession and use.

     2. Relations  under  the  contract  of rental of housing premises

shall be regulated by the Housing Code of the Republic of Tajikistan.

     CHAPTER 35. UNCOMPENSATED USE (LOAN)

     Article 699. The Contract of Uncompensated Use

     1. Under the contract of uncompensated use (the contract of loan)

one  party  (the lender) is obligated to give or gives a thing for un-

compensated temporary use to the other party (the  borrower)  and  the

latter  is obligated to return the same thing in the same condition in

which it received it,  taking account of normal wear, or in the condi-

tion provided by the contract.

     2. The rules provided by paragraph 1 of Article 645,  Paragraph 1

and the first sentence of Paragraph 2 of Article 648, Paragraphs 1 and

2 of Article 649,  Article 653,  paragraph 2 Article 661,  paragraph 1

and  3 of Article 663 of the present Code apply to the contract of un-

compensated use correspondingly.

     Article 700. The Lender

     1. The right to transfer a thing for uncompensated use belongs to

its owner and to other persons empowered thereto by a  statute  or  by

the owner.

     2. A commercial organization does not have the right to  transfer

property for uncompensated use to a person who is its founder,  parti-

cipant (stockholder), director, or a member of its bodies of administ-

ration or supervision.

     Article 701. Providing a Thing for Uncompensated Use

     1. The  lender  is  obligated to provide the thing in a condition

corresponding to the terms of the contract of uncompensated use and to

its purpose.

     2. If such accessories and documents were  not  transferred,  but

the  thing cannot be used for its purpose without them or its use to a

significant degree loses its value for the borrower,  the latter shall

have  the right to demand the giving to it of such accessories and do-

cuments or the rescission of the contract and compensation for the ac-

tual damage suffered by it.

     Article 702.  Consequences  of Failure to Provide a Thing for Un-

compensated Use

     If the lender does not transfer the thing  to  the  borrower  the

latter  shall  have the right to demand the rescission of the contract

of uncompensated use and compensation for the actual  damage  suffered

by it.

     Article 703.  Liability  for Defects in the Thing Transferred for

Uncompensated Use

     The lender shall answer for defects in the thing that it intenti-

onally  or  by  gross  negligence  did not except at the making of the

contract of uncompensated use.  Upon discovery of  such  defects,  the

borrower  shall  have  the right at its choice to demand of the lender

elimination without payment of the defects of the thing or compensati-

on of its expenditures for the elimination of the defects of the thing

or early rescission of the contract and compensation  for  the  actual

damage suffered by it.

     Article 704.  Rights  of Third Persons to a Thing Transferred for

Uncompensated Use

     The transfer of a thing for uncompensated use is not a basis  for

changing or terminating the rights of third persons to this thing.  At

the making of a contract of uncompensated use, the lender is obligated

to  inform  the  borrower of all rights of third persons to this thing

(servitude, right of pledge, etc.). Failure to perform this obligation

gives  the borrower the right to demand the rescission of the contract

and compensation for the actual damage suffered by it.

     Article 705.  Obligations of the Borrower for Maintenance of  the

Thing

     The borrower  is obligated to maintain the thing received for un-

compensated use in sound condition.  Unless otherwise provided by  the

contract,  the  borrower is obligated to make current and major repair

of the thing and to bear all expenditures for its maintenance.

     Article 706. Liability of the Borrower

     If the thing was lost or was damaged in connection with the  fact

that  the  borrower used it not in accordance with the contract of un-

compensated use or the purpose of the thing or  transferred  it  to  a

third person without the consent of the lender, the borrower shall be-

ar liability for the damages caused to the property.

     Article 707.  Liability for Harm Caused to a Third Person as  the

Result of Use of the Thing

     The lender  shall  be liable for harm caused to a third person as

the result of use of the thing unless it shows that the harm was  cau-

sed as the result of the intent or gross negligence of the borrower or

the person who had the thing with the consent of the borrower.

     Article 708. Transfer of the Received Thing to a Third Person for

Uncompensated Use

     The borrower,  remaining  liable  to  the lender,  shall have the

right to transfer a thing received for uncompensated use  to  a  third

person only with a consent of the lender.

     Article 709. Early Rescission of the Contract Upon the Request of

the Lender

     The lender shall have the right to demand early rescission of the

contract of uncompensated use in cases when the borrower:

     1) uses the thing not in accordance with the contract or the pur-

pose of the thing;

     2) does not fulfill obligations for keeping the  thing  in  sound

condition or for its maintenance;

     3) substantially worsens the condition of the thing;

     4) has  transferred  the thing to a third person without the con-

sent of the lender.

     Article 710. Early Rescission of the Contract Upon the Request of

the Borrower

     The borrower  shall  have the right to demand early rescission of

the contract of uncompensated use:

     1) upon  discovery  of defects making the normal use of the thing

impossible or burdensome,  about the presence of which it did not know

and could not know at the time of making of the contract;

     2) if the thing by virtue of circumstances for which the borrower

does not answer is in a condition unsuitable for use;

     3) if upon making of the contract the lender did not warn it abo-

ut the rights of third persons to the thing transferred.

     Article 711. Cancellation of the Contract

     1Each of the parties shall have the right at any time to cancel a

contract of uncompensated use that was made without an  indication  of

term,  giving  the other party one month’s notice of this,  unless the

contract provides for another term of notice.

     Article 712. Change of the Parties in the Contract of Uncompensa-

ted Use

     1. The  lender  shall have the right to conduct an alienation and

in such a case the contract of uncompensated use of property shall re-

main valid for the new proprietor.

     2. In case of the death of a citizen-lender or the reorganization

or  liquidation  of a legal person that is a lender,  their rights and

obligations under the contract pass to the heir or another legal  suc-

cessor  or  to another person to whom passed the right of ownership to

the thing or other right on the basis of which the thing was transfer-

red for uncompensated use.

     In case of reorganization of a legal person that is the borrower,

its  rights and obligations under the contract shall pass to the legal

successor unless otherwise provided by the contract.

     Article 713. Termination of the Contract

     In addition to general bases the contract  of  uncompensated  use

shall be terminated also in case of the death of a citizen-borrower or

the liquidation of a legal person that is a borrower, unless otherwise

provided by the contract.

     CHAPTER 36. WORK

     1. General Provisions on Work

     Article 714. The Work Contract

     1. Under  the work contract one party (the contractor) is obliga-

ted to perform defined work at the order of the other party (the  cus-

tomer)  and to submit it to the customer within an established period,

while the customer is obligated to accept the work and to pay  for  it

(to pay the price of work). The work shall be performed at risk of the

contractor unless otherwise provided by legislation  or  agreement  of

the parties.

     2. The provisions of the present section shall be applied to  in-

dividual types of the work contract (consumer work, construction work,

work for the performance of design and research tasks).

     Article 715. Work Done Under the Work Contract

     1. A work contract may be made for the preparation  or  reworking

(or  processing)  of  a  thing or the performance of another task with

transferring of its result or otherwise submitting  the  work  to  the

customer.

     2. Under the work contract made for the making of  a  thing,  the

contractor shall transfer the rights to it to the customer.

     3. Unless otherwise provided  by  the  contract,  the  contractor

shall  determine  independently  the means of fulfilling the orders of

the customer.

     Article 716. Performance of Work With the Support of the Contrac-

tor

     1. Unless  otherwise  provided  by the contract the work shall be

performed by the contractor,from its materials,  with its efforts  and

assets.

     2. The contractor shall bear liability for  improper  quality  of

materials  and equipment provided by it and also for providing materi-

als and equipment burdened by the rights of third persons.

     Article 717. Risk of Accidental Loss of Materials

     Unless otherwise provided by legislation  or  the  contract,  the

risk  of accidental loss of or accidental damage (harm) to the materi-

als prior to the time for the submission by the contractor of the work

provided  by the contract shall be borne by the party who has provided

the materials; and after this time by the delayed party.

     Article 718. General Contractor and Subcontractor

     1. Unless an obligation of the contractor personally  to  perform

the work provided in the contract follows from legislation or the work

contract, the contractor shall have the right to involve third persons

(subcontractors)  in  the performance of a part of its obligation.  In

this case the contractor shall act in the role of general contractor.

     2. The  general contractor is liable to the customer for the con-

sequence of nonperformance or improper performance of  obligations  by

the  subcontractor,  and is liable to the subcontractor for nonperfor-

mance or improper performance by the customer of obligations under the

work contract.

     Unless otherwise provided by a statute or the contract,  the cus-

tomer  and the subcontractor do not have the right to make against one

another claims connected with the violation of the contracts  made  by

each of them with the general contractor.

     3. With the consent of the general contractor, the customer shall

have the right to conclude contracts for the performance of individual

work with other persons.  In this case these persons shall bear liabi-

lity  for  nonfulfillment or improper fulfillment of the work directly

to the customer.

     Article 719.  Participation  of Several Persons in Performance of

Work

     1. If two or more persons act simultaneously on the side  of  the

contractor in case of indivisibility of the subject of the obligation,

they shall be considered joint and several debtors and joint creditors

correspondingly in relation to the customer.

     2. If the subject of the obligation is divisible and in other ca-

ses  provided by legislation and by the contract,  each of the persons

specified in paragraph 1 of the present Article,  within the limits of

its share (Article 344), shall gain the rights and shall undertake ob-

ligations in relation to the customer.

     Article 720. Times for Performance of Work

     1. The work contract shall indicate an initial and a  final  time

for  performance  of the work.  By agreement between the parties,  the

contract may also provide the times for completing  individual  stages

of work (intermediate times).  Unless otherwise provided by legislati-

on, or the contract, the contractor shall bear liability for violation

of the starting,  the final,  and also the intermediate times for per-

formance of work.

     2. The starting, final, and intermediate times for performance of

work indicated in the work contract may be changed in the cases and by

the procedure provided by the contract.

     3. The consequences of delay of performance indicated in  Article

436  of the present Code shall ensue in case of violation of the final

time for performance of work.

     Article 721. Price of the Work

     1. The work contract shall indicate the price of the work  to  be

performed  or the means for determining the price.  In case of absence

of such indications in the contract,  the price shall be determined by

court in accordance with Paragraph 3 of Article 456 of the present Co-

de.

     2. The  price in the work contract shall include compensation for

the costs of the contractor and the reward due to him.

     3. The  price  of  the work may be determined by preparation of a

budget.

     In the  case when the work is performed in accordance with a bud-

get prepared by the contractor, the budget shall take effect and beco-

me  part of the work contract from the time it is approved by the cus-

tomer.

     5. If  the necessity has arisen for the performance of supplemen-

tary work and for this reason for the substantial exceeding of a price

of  work  defined  approximately (approximate budget),  the contractor

shall be obligated to give timely warning of this to the customer. The

customer,  if  it  does not agree to the increase in the price of work

(or budget), shall have the right to cancel the contract. In this case

the contractor may demand from the customer payment to it of the price

for the part of the work that has been performed.

     A contractor who has failed to give timely warning to the  custo-

mer  of  the necessity of exceeding the price of work indicated in the

contract (or budget) shall be obligated to perform the contract, reta-

ining the right to receive compensation for the work in the amount in-

dicated in the contract.

     6. The  contractor  does not have the right to demand an increase

of a firm price (or firm budget),  nor the customer -  its  reduction,

even  in  the case when at the time of making of the work contract the

possibility was excluded of foreseeing the full volume of the work  to

be performed or the necessary expenses therefore.

     In case of significant growth,  after making of the contract,  of

the cost of the materials and equipment that are to be provided by the

contractor,  and also of services provided to it by third persons, the

contractor shall have the right to demand an increase of the establis-

hed price,  the rescission of the contract in accordance with  Article

483 of the present Code.

     Article 722. Savings by the Contractor

     1. In  cases  when  the actual expenditures by the contractor are

lower than those that were considered in the determination of the pri-

ce  (or  preparation  of the budget),  the contractor shall retain the

right to payment for the work at the price provided  by  the  contract

(or  the budget),  unless the customer shows that the savings received

by the contractor affected the quality of the work done.

     2. The  work contract may provide for the distribution of the sa-

vings attained by the contractor among the parties.

     Article 723. Procedure for Payment for Work

     1. Unless the work contract provides for advance payment for work

performed or individual stages of it,  the customer shall be obligated

to pay the contractor the agreed price after the final transfer of the

results  of the work on the condition that the work was performed pro-

perly and at the agreed time or,  with the consent  of  the  customer,

early.

     2. The contractor shall have the right to demand payment to it of

an advance in the amount indicated by the work contract.

     Article 724. Right of the Contractor to Withhold

     In case  of  nonperformance  by the customer of the obligation to

pay the established price or other amount due  to  the  contractor  in

connection with the performance of the contract,  the contractor shall

have the right, in accordance with Articles 388 and 389 of the present

Code,  to withhold the result of the work and also equipment belonging

to the customer,  a thing transferred for reworking,  the remainder of

unused material and other property of the customer that it has,  until

payment by the customer of the respective amounts.

     Article 725. Performance of Work With Use of Material of the Cus-

tomer

     1. The  contractor  is  obligated to use the material provided by

the customer economically and prudently,  after finishing the work  to

provide  the customer with an account of the use of the material,  and

also to return the remainder or,  with the consent of the customer, to

reduce the price of the work taking into account the value of the unu-

sed material left with the contractor.

     2. If the result of the work was not achieved or the achieved re-

sult had defects that make it unsuitable for the use foreseen  in  the

work contract,  or, in the absence in the contract of such a term, are

not suitable for ordinary use,  for reasons caused by defects  in  the

material supplied by the customer, the contractor shall have the right

to demand payment for the work done by it.

     3. The contractor may exercise the right indicated in Paragraph 2

of the present Article in the case it proves that the defects  in  the

material  could not be discovered on the proper acceptance of this ma-

terial by the contractor.

     Article 726.  Liability of the Contractor for Failure to Preserve

Property Provided by the Customer

     The contractor  shall  bear liability for failure to preserve the

material provided by the customer,  equipment, a thing transferred for

reworking (or processing), or other property that is in the possession

of the contractor in connection with performance of the work contract.

     Article 727.  Rights of the Customer During  the  Performance  of

Work by the Contractor

     1. The  customer  shall  have the right at any time to verify the

progress and quality of work without interfering in  the  activity  of

the contractor.

     2. If the contractor does not start performance of  the  contract

on  time  or is doing the work so slowly that finishing it on time has

become clearly impossible, the customer shall have the right to cancel

the  performance  of the contract and to demand compensation for dama-

ges.

     3. If  at  the time of doing of the work it becomes clear that it

will not be done in a proper manner, the customer shall have the right

to  designate  a reasonable time to the contractor for the elimination

of the defects and,  in case of failure of the contractor  to  fulfill

this  demand within the designated time,  to cancel the contract or to

entrust the correction of the work to another person at  the  contrac-

tor’s expense and also to demand compensation for damages.

     4. Unless otherwise provided by the contract, the customer may at

any  time  until the submission to it of the work cancel the contract,

paying the contractor a part of the established price proportional  to

the part of the work done until the receipt of notice of the cancella-

tion of the contract by the customer. The customer also shall be obli-

gated  to compensate the contractor for the damages caused by the ter-

mination of the contract.

     Article 728.  Circumstances About Which the Contractor is Obliga-

ted to Warn the Customer

     1. The  contractor  is obligated to warn the customer immediately

and also to suspend work until receipt from it of instructions in case

of  discovery:  of  the unsuitability or improper quality of material,

equipment, or technical documentation provided by the customer or of a

thing transferred for reworking (or processing);  of possible consequ-

ences unfavorable for the customer of performing its instructions abo-

ut the method for performing the work;  of other circumstances not de-

pending upon the contractor which threaten the suitability  or  sound-

ness  of  the  results  of the work performed or make it impossible to

complete it on time.

     2. A  contractor who has not informed the customer about the cir-

cumstances mentioned in Paragraph 1 of the present Article or who  has

continued  work without awaiting the expiration of the reasonable time

for an answer to its warning or despite the timely receipt of an  ins-

truction from the customer to stop work,  does not have the right upon

the presentation to it or by it to the customer of the respective  de-

mands to rely upon the circumstances mentioned.

     3. If the customer, despite a timely and well-grounded warning by

the contractor about the circumstances indicated in Paragraph 1 of the

present Article, does not replace, within a reasonable time, the unsu-

itable  or  bad quality material,  does not change instructions on the

method of performing work,  or does not take other necessary  measures

for  the  elimination  of circumstances threatening its suitability or

serviceability,  compensation for the damages caused by its terminati-

on.

     Article 729. Nonperformance by the Customer of Reciprocal Obliga-

tions Under the Work Contract

     1. The contractor shall have the right not to start work  and  to

suspend  work that has been started in cases when a breach by the cus-

tomer of its  obligations  under  the  work  contract,  in  particular

non-provision of material,  equipment,  technical documentation,  or a

thing subject to reworking (or processing) hinders the performance  of

the  contract by the contractor and also in case of circumstances cle-

arly evidencing that the performance of these obligations will not  be

done in the established time (Article 353).

     2. Unless otherwise provided by the work contract,  the  contrac-

tor,  in the presence of the circumstances indicated in Paragraph 1 of

the present Article,  shall have the right to refuse  to  perform  the

contract and to demand compensation for damages.

     Article 730. Support by the Customer

     1. The  customer shall be obligated in the cases,  in the amount,

and by the procedure provided by the work contract to  render  support

to the contractor in performing the work. In case of nonperformance by

the customer of this obligation,  the contractor shall have the  right

to demand compensation for the damages caused, including supplementary

costs caused by work stoppage, or an extension of the time for perfor-

ming the work or increasing the price for the work.

     2. In cases when performance of the work under the work  contract

has became impossible as the result of the actions or omissions of the

customer,  the contractor shall retain the right for payment to it  of

the established price taking into account the part of the work perfor-

med.

     Article 731.  Acceptance by the Customer of Work Performed by the

Contractor

     1. The customer is obligated,  within the times and by the proce-

dure provided by the work contract,  with  the  participation  of  the

contractor,  to  inspect and accept work done (or its result),  and in

case of discovering a deviation from the contract worsening the result

of  the  work  or  other defects in the work to immediately notify the

contractor about this.

     2. A  customer  who has discovered defects in work during its ac-

ceptance shall have the right to refer to them in the cases when these

defects or the possibility of later making of a claim for their elimi-

nation have been noted in a certificate or other  document  evidencing

the acceptance.

     3. A customer who has accepted the work without verification  lo-

ses the right to refer to defects of the work that could have been es-

tablished by the usual method of its acceptance (obvious defects).

     4. A customer who has discovered after acceptance of the work de-

viations in it from the work contract or other defects that could  not

be established by the usual method of its acceptance (hidden defects),

including those that were  intentionally  hidden  by  the  contractor,

shall be obligated to notify the contractor of this within a reasonab-

le time after their discovery.

     5. In case a dispute arises between the customer and the contrac-

tor about defects in the work done or their  causes,  upon  demand  of

either  of the parties an expert examination must be ordered.  The ex-

penditures for the expert examination shall be borne by the contractor

with  the exception of cases when the expert examination has establis-

hed the absence of breaches of the work contract by the contractor  or

the absence of a causal connection between the actions of the contrac-

tor and the defects discovered.  In these cases the  expenditures  for

the  expert  examination  shall be borne by the party who has demanded

the ordering of an expert examination and, if it was ordered by agree-

ment between the parties, by both parties equally.

     6. Unless otherwise provided by the work contract, in case of re-

fusal  by  the customer to accept the work done,  the contractor shall

have the right upon the passage of a month from the day  when,  accor-

ding  to  the  contract,  the work should have been transferred to the

customer and on the condition of the subsequent  two-time  warning  to

the  customer  to  sell the result of the work and to place the amount

received less all the payments due to the contractor in  the  name  of

the customer in a deposit with a notary office.

     7. If the refusal of the customer to accept the work done has en-

tailed  a delay in the submission of the work,  the right of ownership

to the produced (or reworked) thing shall be recognized as having pas-

sed to the customer at the time when the transfer took place.

     Article 732. Quality of the Work

     1. The quality of the work done by the contractor must correspond

to the terms of the work contract and,  if the terms of  the  contract

are absent or incomplete, to the requirements usually made for work of

the respective kind.  Unless otherwise provided by legislation, or the

contract,  the  work done must at the time of transfer to the customer

have the characteristics indicated in the contract  or  determined  by

the  requirements  usually  made and within the limits of a reasonable

time must be suitable for the use established by the contract  and  if

such use is not provided by the contract,  for the ordinary use of the

result of work of such type.

     2. If  obligatory  requirements  for  the  work done under a work

contract are provided by legislation,  a contractor acting as an  ent-

repreneur shall be obligated to do the work observing these obligatory

requirements. The contractor may undertake by the contract the obliga-

tion to do work meeting requirements for quality higher than the obli-

gatory requirements established for the parties.

     Article 733. Guaranty of Quality of the Work

     1. In the case when provision of a guaranty of  work  quality  by

the  contractor to the customer is provided by legislation,  the cont-

ract, or the customs of trade, the contractor is obligated to transfer

to  the  customer the result of the work must during the course of the

whole guaranty period meet the requirements of Paragraph 1 of  Article

744.

     2. A guaranty of quality of the result of the work, unless other-

wise provided by the work contract, extends to everything constituting

a result of the work.

     Article 734. Procedure for Calculation of the Guarantee Period

     1. Unless otherwise provided by the work contract,  the  guaranty

period  (Paragraph  1 of Article 746) starts to run from the time when

the work done was accepted or should have been accepted by the  custo-

mer.

     2. The rules contained in Paragraphs 2 and 4 of  Article  508  of

the  present  Code shall be applied respectively to the calculation of

the guaranty period under the work contract, unless otherwise provided

by legislation,  agreement of the parties or follows from the peculia-

rities of the work contract.

     Article 735.  Liability of the Contractor for Improper Quality of

the Work

     1. In cases when the work is done by the contractor with deviati-

ons from the contract that worsen the result of the work or with other

defects  that  make it unsuitable for the use provided in the contract

or,  in the absence in the contract of a respective  term,  unsuitable

for ordinary use,  the customer shall have the right, unless otherwise

established by a statute or the contract, at its choice to demand from

the contractor:  elimination of the defects without cost within a rea-

sonable time;  proportional reduction of the price established for the

work;  compensation  for  its  expenses for elimination of the defects

when the right of the customer to eliminate them is  provided  in  the

contract.

     2. The contractor shall have the right,  instead  of  eliminating

the  defects for which it answers,  to do the work again without cost,

with compensation to the customer for the damages caused by the  delay

in performance. In this case the customer shall be obligated to return

the result of the work previously transferred to it to the  contractor

if by the nature of the work such a return is possible.

     3. If the deviations made in the course  of  the  work  from  the

terms  of the work contract or other defects of the result of the work

have not been eliminated in a reasonable time established by the  cus-

tomer  or are substantial and not able to be eliminated,  the customer

shall have the right to refuse to perform the contract and  to  demand

compensation for the damages caused.

     4. Terms of the work contract on freeing the contractor from lia-

bility  for  defined  defects  do  not free it from liability if it is

shown that such defects arose as the result of faulty actions or inac-

tions of the contractor.

     5. A contractor who has provided material for the performance  of

the work shall answer for their quality according to the rules on lia-

bility of a seller for goods of improper quality (Article 475).

     Article 736. Periods for Discovery of Improper Quality of the Re-

sult of Work

     1. Unless  otherwise  established  by a statute or the work cont-

ract,  the customer shall have the right to present  claims  connected

with  improper quality of the result of the work on the condition that

the improper quality of the result of the work  is  discovered  within

the periods established by the present Article.

     2. In the case when no guaranty period is established for the re-

sult of the work,  claims connected with defects in the results of the

work may be presented by the customer on the condition that they  were

discovered  in  a reasonable time,  but within the limits of two years

from the day of transfer of the result of the work, unless other times

were established by a statute, contract, or the customs of trade.

     3. The customer shall have the right to present demands connected

with defects in the result of the work discovered in the course of the

guaranty period.

     4. In  the case when the guaranty period provided by the contract

is less than two years and the defects in the result of the  work  are

discovered by the customer after the expiration of the guaranty period

but within the limits of two years from the time provided by Paragraph

5 of the present Article, the contractor bears liability if the custo-

mer shows that the shortcomings arose before the transfer of  the  re-

sult  of  the work to the customer or by causes that arose before this

time.

     5. Unless  otherwise provided by the work contract,  the guaranty

period (Paragraph 1 of Article 715) starts to run from the  time  when

the  result of the work done was accepted or should have been accepted

by the customer.

     6. The  rules  contained  in Paragraphs 2 and 4 of Article 507 of

the present Code shall be applied respectively to the  calculation  of

the guaranty period under the work contract, unless otherwise provided

by a statute, other legal acts, agreement of

the parties, or follows from the peculiarities of the work contract.

     Article 737.  Limitation of Actions on Suits Concerning  Improper

Quality of Work

     1. The limitation of actions for claims caused by improper quali-

ty if work done under the work contract shall be determined by the ru-

les  contained  in Article 221 of the present Code.  The limitation of

actions for claims concerning defects in buildings,  constructions and

structures,  provided that such defects could not be discovered in the

usual course of the acceptance of work,  shall be five years from  the

date of discovery of the defects.

     2. If legislation or the work contract stipulate that  the  cont-

ractor must provide a guaranty of quality of the work,  a guaranty pe-

riod has been fixed and the defects in the  work  have  been  declared

within the guaranty period,  the period of limitation of actions shall

start to run from the date of declaration of the defects.

     3. If  in accordance with the work contract the work has been ac-

cepted by the customer in parts,  the period of limitation of  actions

shall start to run from the date of acceptance of the entire work.

     Article 738. The Obligation of the Contractor to Provide Informa-

tion to the Customer

     The contractor is obligated to provide to the customer,  together

with  the result of the work,  information concerning the exploitation

or other use of the object of the work contract,  if this is  provided

by  the contract or the nature of the information is such that the use

of the results of the work for the purposes indicated in the  contract

is impossible without it.

     Article 739.  Confidentiality of Information Received by the Par-

ties

     If a party,  due to the performance of  its  obligation  under  a

contract, has received from the other party information on new soluti-

ons and technical knowledge, including that not protected by a statute

and  also information that can be considered as a commercial secret it

does not have the right to communicate it to third persons without the

consent  of the other party.  The procedure and conditions for the use

of such information shall be determined by agreement of the parties.

     Article 740. Return of Materials and Equipment to the Customer

     In cases when the customer on the basis of Paragraph 4 of Article

739  or Paragraph 3 of Article 747 of the present Code rescinds a work

contract,  the contractor shall be obligated to return customer-provi-

ded materials, equipment, a thing transferred for reworking, and other

property or to transfer them to a person designated by  the  customer,

and  if this is impossible,  to compensate for the value of materials,

equipment, and other property.

     Article 741. Consequences of Termination of the Work Contract Be-

fore the Acceptance of the Result of the Work

     In case of termination of the work contract on the bases provided

by a statute or contract before acceptance by the customer of the  re-

sult  of the work done by the contractor (Paragraph 1 of Article 744),

the customer shall have the right to demand transfer to it of the  re-

sult  of  the  unfinished work with compensation to the contractor for

expenditures made.

     2. Consumer Work

     Article 742. The Consumer Work Contract

     1. Under the consumer work contract,  a contractor engaged in the

entrepreneurial activity is obligated to fulfill,  on order of a citi-

zen-customer,  defined work meant to satisfy the  consumer  and  other

personal  needs of the customer,  and the customer is obligated to ac-

cept and pay for the work.

     2. The consumer work contract is a public contract (Article 458).

     Article 743. Guaranties of the Rights of the Customer

     1. The  contractor does not have the right to compel the customer

to include supplementary compensated work or services in the  consumer

work  contract.  In  case of breach of this requirement,  the customer

shall have the right to refuse to pay for the respective work or  ser-

vices.

     2. The customer shall have the right at any time until  the  sub-

mission  to  it  of the work to cancel the performance of the consumer

work contract paying the contractor part of the established price pro-

portionally  to  the part of the work done before notification of can-

cellation of performance of the contract and compensating the contrac-

tor  for  expenditures made up to this time for the purpose of perfor-

ming the contract if they are not included in this part of  the  price

of  the  work.  Terms  of  the contract depriving the customer of this

right shall be void.

     Article 744. Form of the Contract

     Unless otherwise provided by legislation or the contract (Article

460),  the  consumer  work contract shall be deemed made in the proper

form from the time of the issue to the customer by the contractor of a

receipt or another document proving that the contract has been made.

     The lack of the said documents by the customer does  not  deprive

him  of  the right to rely on evidences proving the fact of making the

contract or its terms.

     Article 745. Public Offer of Work

     1. The rules on public offer of goods contained in Article 529 of

the  present  Code  shall be respectively applied to advertisement and

other offers of work performed under consumer work contracts.

     2. At  the  submission  of work to the customer the contractor is

obligated to inform it of the requirement which are necessary  to  ob-

serve  for  effective and safe use of a produced and reworked thing or

any other work done and also inform it of possible  consequences,  for

the  customer  itself and for other persons,  of non-observance of the

respective requirements.

     3. The  customer shall have the right to demand rescission of the

consumer work contract and compensation for damages in  cases  when  a

contract on the performance of work that does not have characteristics

which the customer meant was concluded as a result of an incomplete or

inaccurate information received from the customer.

     Article 746. Providing the Customer With Information on Work

     1. The  contractor  is  obligated before the making of a consumer

work contract to provide the customer with necessary and reliable  in-

formation  on the proposed work,  its types and peculiarities,  on the

price and form of payment,  and also to report to the customer at  its

request  other  information related to the contract and the respective

work. If by the nature of the work this has significance, the contrac-

tor must indicate to the customer the specific person who will perform

it.

     2. The  customer  shall have the right to demand the cancellation

of a consumer work contract that has been made without payment for the

work  done and also the compensation for damages when,  as a result of

the incompleteness or inaccuracy of the information received from  the

contractor, a contract was made for the performance of work not having

the characteristics that the customer had in mind.

     Article 747. Performance of Work from Material of the Contractor

     1. If the work under the consumer work contract is performed from

the material of the contractor,  the material shall be paid for by the

customer upon making of the contract in full or in the part  indicated

in the contract,  with final accounting being made upon receipt by the

customer of the work performed by the contractor.

     In accordance with the contract,  material may be provided by the

contractor on credit including with the condition of  payment  by  the

customer for the material in installments.

     2. A change, after the making of a consumer work contract, in the

price  of material provided by the contractor shall not entail a reac-

counting.

     Article 748. Performance of Work from Material of the Customer

     If the work under a consumer work contract is performed from  ma-

terial of the customer,  the exact designation, description, and price

of the material determined by agreement of the parties must be indica-

ted  in  the receipt or other document issued by the contractor to the

customer upon the making of the contract. The valuation of material in

the  receipt  or other analogous document may later be disputed by the

customer in a court by way of presenting written proofs.

     Article 749. Price of and Payment for the Work

     The price of work in a consumer work contract shall be determined

by  agreement  of the parties and may not exceed the price established

or regulated by the corresponding state agencies.  The work  shall  be

paid for by the customer after its final submission by the contractor.

With the consent of the customer the work may be paid for by  it  upon

making of the contract in full or by the giving of an advance.

     Article 750. Warning the Customer on the Conditions of Use of the

Work Done

     Upon submission of the work to the customer,  the  contractor  is

required  to  notify  it of the requirements that must be observed for

the effective and safe use of the result of the work and also  on  the

possible consequences for the customer and other persons of failure to

observe the corresponding requirements.

     Article 751. Consequences of Discovering Defects in Work Done

     1. In case of discovery of defects at the time of  acceptance  of

the result of the work or during its use, the customer may, within the

course of the general periods provided by Article 746 of  the  present

Code,  or, if there are guaranty periods, in the course of these peri-

ods exercise one of the rights provided in Article 747 of the  present

Code.

     2. A claim for cost-free elimination of such defects in the  work

done  under  the  consumer work contract that could present danger for

the life and health of the customer himself or of other  persons,  may

be  presented  by the customer or his legal successor in the course of

ten years from the time of acceptance of the result of the  work,  un-

less, by the procedure established by a statute longer periods (or pe-

riods of service) have been provided.  Such a claim may  be  presented

regardless of when these defects were discovered, including in case of

their discovery after the end of the guaranty period.

     In case  of  nonfulfillment  by the contractor of the said claim,

the customer shall have the right during the  same  period  to  demand

either  the return of part of the price paid for the work or compensa-

tion for the expenditures borne in the elimination of defects  by  the

customer with its own efforts or with the assistance of third persons.

     Article 752. Consequences of Failure of the Customer to Appear to

Receive the Work

     1. In case of failure by the customer to appear  to  receive  the

work done or other refusal by the customer to accept it,  the contrac-

tor shall have the right,  after warning the customer in writing, upon

the  expiration of two months from the day of such warning to sell the

result of work for a reasonable price and to place the  amount  recei-

ved, less all payments due to the contractor, in deposit with a notary

office in the name of the customer in accordance with Article  532  of

the present Code.

     2. In cases indicated in paragraph 1 of the present Article,  the

contractor may,  instead of selling the subject of work,  exercise its

right to withhold it (Article 736) or recover the caused damages  from

the customer.

     Article 753.  Rights of the Customer in Case of Improper Fulfill-

ment or Nonfulfillment of Work under the Consumer Work Contract

     In case of improper fulfillment or nonfulfillment of work under a

consumer work contract,  the customer may use the rights provided to a

buyer in accordance with Articles 538-540 of the present Code.

     Article 754.  Consequences of Death of One of the Parties to  the

Contract

     In case  of  termination  of  the consumer work contract on bases

provided by Article 450 of the present Code,  the consequences of  the

termination  of the contract shall be determined by the agreement bet-

ween the legal successors of the corresponding party and its  contrac-

ting party; and if they fail to come to an agreement , by court taking

into account the amount of the work done and its price,  the value  of

the materials spent and in store as well as other substantial circums-

tances.

     3. Construction Work

     Article 755. The Contract for Construction Work

     1. Under the contract for construction work,  the  contractor  is

obligated  in  the  period established by the contract to construct on

order of the customer a defined object or to perform other works,  and

the  customer  is obligated to create the necessary conditions for the

contractor for the performance of the work,  to accept the work and to

pay the agreed price.

     2. The contract for construction work may be made for  the  cons-

truction  or reconstruction of an enterprise,  a building (including a

dwelling house),  or a structure or other object and also for the per-

formance of installation, startup-debugging, or other work inseparably

connected with an object under construction.

     If it is provided by the contract, the contractor shall undertake

the obligation to ensure the operation of the object after its  accep-

tance by the customer during the period indicated in the contract.

     3. In the cases when the work under the contract for construction

work  is done to satisfy the consumer or other personal needs of a ci-

tizen (customer) the rules respectively of Section 2  of  the  present

Chapter  on  the rights of the customer under a consumer work contract

shall be applied to such a contract.

     Article 756. Distribution of Risk Between the Parties

     1. The risk of accidental loss of or accidental harm to  the  ob-

ject of construction that is the subject of the contract for construc-

tion work shall be borne by the contractor until acceptance of the ob-

ject by the customer.

     2. If the object of construction perished or  was  harmed  before

its acceptance by the customer as the result of poor quality of custo-

mer-provided material (or parts or assemblies)  or  equipment  or  the

performance of erroneous orders of the customer,  the contractor shall

have the right to demand payment of the whole cost of the work  provi-

ded  by  the budget on the condition that the contractor has fulfilled

the obligations provided by Paragraph 1 of Article 740 of the  present

Code.

     Article 757. Responsibility for the Safety of Work Performed

     The responsibility for the safety of work performed shall be bor-

ne by the contractor.

     Article 758. Insurance of the Object under Construction

     The contractor shall be obligated, at its expense, to conduct the

insurance  of the object or a set of work provided by the contract un-

less another procedure and conditions have been defined by the parties

in the contract.

     The party upon whom the obligation for insurance is imposed  must

provide the other party, by procedure stipulated in the contract, with

proof of its making of a contract of insurance in accordance with con-

ditions  of the contract for construction work,  including data on the

insurer, the size of the insured amount, and the insured risk.

     Article 759. Design and Budget Documentation

     1. The contractor shall be obligated to conduct construction  and

work  connected  with it in accordance with design documentation defi-

ning the volume,  content of the work, and other requirements upon the

work  and  in  accordance with the budget determining the price of the

work.

     2. A contractor that has discovered, in the course of constructi-

on, work not considered in the design and budget documentation and the

necessity  of doing supplementary work and increasing the budget price

of construction must report on this to the customer.

     In case  of  failure to receive a reply to its communication from

the customer within ten days,  unless a statute or  the  contract  for

construction work provides another period for this,  the contractor is

obligated to suspend the respective work with allocation of the  dama-

ges caused by the stoppage to the account of the customer.  The custo-

mer shall be freed from compensation for these damages if it shows the

absence of necessity for the conduct of supplementary work.

     3. A contractor that has not fulfilled the obligations  establis-

hed  by  Paragraph  3  of the present Article shall be deprived of the

right to demand from the customer payment for the  supplementary  work

done by it and compensation for the damages caused by this.

     Article 760. The Making of Changes in the Design and Budget Docu-

mentation

     1. The customer shall have the right to demand making changes  in

the design and technical documentation that are not connected with ad-

ditional expenses for the contractor.

     2. The  making of changes in design and budget documentation that

require additional expenses of the contractor shall be done at the ex-

pense  of  the  customer on the basis of a supplementary budget agreed

upon by the parties.

     3. The  contractor shall have the right to demand,  in accordance

with Article 482 of the present Code,  the reconsideration of the bud-

get if,  due to circumstances beyond its control, the cost of the work

has exceeded the budget by not less than ten percent.

     4. The contractor shall have the right to demand compensation for

reasonable expenses borne by it in connection with  the  establishment

and elimination of defects in the design and budget documentation.

     Article 761. Supply of Materials for Work

     1. The  obligation  to  provide  the construction with materials,

including parts and assemblies,  and equipment shall be borne  by  the

contractor  unless the contract provides that the provision of materi-

als for construction as a whole or for a defined part is done  by  the

customer.

     2. The customer whose obligation includes supply of materials for

construction  shall bear the risk of a discovered impossibility of the

use of materials (parts,  assemblies) or equipment supplied by it wit-

hout worsening the quality of work done.

     3. In case of discovery of the impossibility of the use of  mate-

rials (parts,  assemblies) or equipment presented by the customer wit-

hout worsening the quality of work done, the contractor shall have the

right to demand their replacement within a reasonable time, and in ca-

se of non-performance of this demand ,  the contractor shall have  the

right  to  cancel the contract and to demand from the customer payment

of the price of the contract proportional to the part of the work done

and reimbursement for losses not covered by this amount.

     Article 762. Payment for Work

     1. Payment  for  work done by the contractor shall be made by the

customer in the amount provided by the budget within the times and  by

the  procedure  that are established by a statute or by the contract..

In the absence of the respective indications in a statute or the cont-

ract, payment for the work done by the contractor shall be made in ac-

cordance with Article 736 of the present Code.

     2. In  case of the turn-key construction,  the price indicated in

the contract shall be paid at one time in full after the acceptance of

the object by the customer.

     Article 763. Allotment of a Land Parcel for Construction

     The customer  is  obligated to allot,  on a timely basis,  a land

parcel for construction of such size and in such condition as  indica-

ted  in the contract.  In the absence of such indications in the cont-

ract,  the size and condition of the land parcel must ensure a  timely

start of work, their normal conduct and completion on time.

     Article 764.  Supplementary Obligations of the Customer Under the

Contract for Construction Work

     The customer shall be obligated in the cases and by the procedure

provided  by  the  contract  for  construction work to transfer to the

contractor for use the buildings and structures necessary for  conduct

of the work,  to ensure the transport of freight to its location,  the

timely bringing in of energy supply networks,  water,  and steam pipes

and etc.

     Article 765.  Supervision  and Inspection by the Customer of Per-

formance of the Work Under the Contract

     1. The customer shall have the right to exercise supervision  and

inspection of the progress and quality of the work done, the observan-

ce of time limits for its fulfillment (or the schedule),  the  quality

of the materials provided by the contractor,  and also the correctness

of the use by the contractor of the materials of the customer, without

interfering  thereby in the commercial and operational activity of the

contractor.

     2. A  customer  who,  in conducting supervision and inspection of

the performance of the work,  has discovered deviations from the terms

of  the  contract for construction work that may worsen the quality of

the work or other defects in it shall be obligated to immediately give

notice  thereof  to the contractor.  A customer who has not given such

notice shall lose the right in the future to complain of  the  defects

found by it.

     3. The contractor shall be obligated to fulfill the  instructions

received  in the course of construction from the customer if such ins-

tructions do not contradict the terms of the contract.

     Article 766. Cooperation of the Parties in the Contract for Cons-

truction Work

     1. If, in the performance of construction and work connected with

it,  obstacles to the proper performance of the contract for construc-

tion  work  are discovered,  each of the parties shall be obligated to

take all reasonable measures depending on it for  the  elimination  of

such  obstacles.  A party that has not fulfilled this obligation shall

lose the right to compensation for the damages.

     2. The expenses incurred by the party in connection with the per-

formance of obligations specified in paragraph 1 of the present Artic-

le  shall be subject to reimbursement by the other party in cases when

this is stipulated by the contract for construction work.

     Article 767.  Obligations of the Contractor for the Protection of

the Environment and for Ensuring the Safety of Construction Work

     1. The  contractor shall be obligated in the conduct of construc-

tion and work connected with it to observe requirements of  a  statute

and  other  legal acts on the protection of the environment and on the

safety of construction work.  The contractor shall bear  liability  to

third persons for violation of these requirements.

     2. The contractor shall not have the right to use,  in the course

of conduct of work, materials (parts, assemblies) and equipment provi-

ded by the customer nor to fulfill its instructions,  if this can lead

to violation of requirements obligatory for the parties for protection

of the environment and safety of construction work.

     Article 768.  Obligations of the Parties in Case of the  Mothbal-

ling of Construction

     If, due  to circumstances not dependent on the parties,  the work

under a contract for construction work is stopped and  the  object  of

construction  has been mothballed,  the customer shall be obligated to

pay the contractor in full for the work performed until  the  time  of

mothballing  and  also to pay the expenditures caused by the necessity

of stopping the work and the mothballing of construction less the  be-

nefits  that the contractor received or could receive as the result of

the stopping of the work.

     Article 769. Submission and Acceptance of Work

     1. A customer who has received a communication from the  contrac-

tor on the readiness of the result of the work done under the contract

for construction work for submission,  or,  if this is provided by the

contract, on the performance of a stage of construction, must immedia-

tely start its acceptance.

     2. The  customer shall organize and conduct the acceptance of the

result of the work at its expense unless  otherwise  provided  by  the

contract.  In cases provided by a statute or other legal acts,  repre-

sentatives of state agencies and  agencies  of  local  self-government

must also participate in the acceptance of the result of the work.

     3. A customer who has preliminarily accepted the result of  indi-

vidual stages of work shall bear the risk of their loss or damage wit-

hout the fault of the contractor including  cases  when  the  contract

provides for the performance of work at the risk of the contractor.

     4. The submission of work by the contractor and the acceptance of

it  by  the  customer shall be formalized by a document signed by both

parties. If one of the parties refuses to sign the document, a notati-

on to this effect shall be made on it and the document shall be signed

by the other party.

     A unilateral  document of the submission or acceptance of the re-

sult of work may be recognized by a court as invalid.

     5. In cases when this is provided by a statute or the contract or

follows from the nature of the work performed under the  contract  for

construction work,  preliminary testing must precede the acceptance of

work.  In these cases acceptance may be done only upon a positive  re-

sult of preliminary testing.

     6. The customer shall have the right to refuse to accept the  re-

sult  of the work in the case of discovery of defects that exclude the

possibility of its use for the purpose indicated in the contract.

     Article 770.  Liability of the Contractor for the Quality of  the

Work

     1. The contractor shall bear liability to the customer for devia-

tions made by it from the requirements provided in the contract, tech-

nical  project  and in construction norms and rules obligatory for the

parties and also for failure to achieve the indicators  designated  in

the  design  and project documentation for the object of construction,

including those such as the productive power of the enterprise. In ca-

se of reconstruction (or renewal,  rebuilding, restoration, etc.) of a

building or structure,  liability shall be imposed on  the  contractor

for a reduction or loss of strength,  stability, or reliability of the

building, structure, or part of it.

     2. The  contractor  shall not bear liability for minor deviations

from the design documentation that do not affect substantial interests

of the customer.

     Article 771.  Guaranties of Quality in the Contract for Construc-

tion Work

     1. The contractor,  unless otherwise provided by the contract for

construction  work,  shall  guaranty  the achievement by the object of

construction of the indicators designated in the design and budget do-

cumentation  and  the possibility of exploitation of the object in ac-

cordance with the contract for the length of the guaranty period.  The

guaranty  period  shall comprise ten years from the date of the accep-

tance of the project by the customer unless another  guarantee  period

is provided by a statute or the contract.

     2. The contractor shall bear  liability  for  defects  discovered

within the limits of the guaranty period unless it shows that they oc-

curred as the result of normal wear of the object or of parts  of  it,

its  incorrect exploitation,  or the incorrectness of instructions for

its exploitation developed by the customer itself or third persons in-

volved  by  it,  or improper repair of the object done by the customer

itself or by third persons involved by it.

     3. The  running  of  the guaranty period shall be interrupted for

the whole period during the course of which the object cannot be  exp-

loited as the result of defects (flaws or imperfections) for which the

contractor answers.

     4. In  case of discovery during the course of the guaranty period

of the defects indicated in Paragraph 1 of Article 782 of the  present

Code,  the customer must report them to the contractor within a reaso-

nable time after their discovery.

     Article 772. Time Limits for the Discovery of Improper Quality of

Construction Work

     In case  of the making of demands connected with improper quality

of the result of the work, the rules provided by Paragraphs 1-5 of Ar-

ticle 748 of the present Code shall be applied. In such a case the ma-

ximum period for the discovery of defects in  accordance  with  Parag-

raphs 2 and 4 of Article 748 of the present Code shall be five years.

     Article 773. Elimination of Defects by the Contractor

     1. The contractor shall be obligated to eliminate defects (flaws,

imperfections) within the period indicated in the certificate  on  the

submission and acceptance of work.

     2. For untimely elimination of defects the contractor shall  bear

liability established by a contract or a statute.

     Article 774. Compensation for Moral Harm

     Moral harm caused to the citizen-customer as the result of a vio-

lation by the performer of its rights shall be subject to compensation

by  the person who has caused such harm in case of presence of its fa-

ult.  The amount of the compensation for harm shall be  determined  by

court unless otherwise provided by legislative acts.

     4. WORK FOR THE PERFORMANCE OF DESIGN AND EXPLORATORY WORK

     Article 775. The Work Contract for Design and Exploratory Work

     Under the  work  contract  for  design and exploratory work,  the

contractor (or designer or explorer) is obligated, at the order of the

customer,  to  develop  design and budget documentation and/or perform

exploratory work,  and the customer is obligated to accept and pay for

it.

     Article 776. Initial Data for Design and Exploratory Work

     1. Under the work contract for design and exploratory  work,  the

customer is obligated to give the contractor a task for design and al-

so other initial data necessary for the preparation of design and bud-

get documentation.  The task for design work may, on the delegation of

the customer, be prepared by the contractor. In this case the task be-

comes  obligatory for the parties from the time of its approval by the

customer.

     2. The contractor is obligated to observe the requirements conta-

ined in the task and other initial data  for  design  and  exploratory

work and shall have the right to deviate from them only with permissi-

on of the customer.

     Article 777. Obligations of the Customer

     Under the work contract for the performance of design and  explo-

ratory work,  the customer is obligated,  unless otherwise provided by

the contract:  to pay the contractor the established price in full af-

ter  the completion of all work or to pay it in parts after completion

of individual stages of work;  to use the design and budget documenta-

tion  received  from  the contractor only for the purposes provided by

the contract,  not to transfer the design and budget documentation  to

third persons and not to disclose the data contained in it without the

consent of the contractor;

     to provide support to the contractor in the performance of design

and exploratory work in the amount and on the conditions  provided  in

the contract; to participate together with the contractor in the coor-

dination of the prepared design and budget documentation with the res-

pective state agencies and agencies of local self-government;  to com-

pensate the contractor for supplemental expenses caused by  change  of

the initial data for design and exploratory work as the result of cir-

cumstances not dependent upon the contractor;  to involve the contrac-

tor in participation in a case on a claim brought against the customer

by a third person in connection with defects in the design  documenta-

tion prepared or in the exploratory work performed.

     Article 778. Obligations of the Contractor

     1. Under the work contract for the performance of design and exp-

loratory work, the contractor is obligated: to perform the work in ac-

cordance  with the task and other initial data for design and with the

contract; to coordinate the completed technical documentation with the

customer and,  where necessary,  together with the customer,  with the

competent state agencies and agencies  of  local  self-government;  to

transfer  to the customer the prepared technical documentation and the

results of exploratory work. The contractor does not have the right to

transfer the technical documentation to third persons without the con-

sent of the customer.

     2. The  contractor under the work contract for the performance of

design and exploratory work guaranties to the customer that third per-

sons  do  not have the right to prevent the performance of the work or

limit performance of the work on the basis of the technical documenta-

tion prepared by the contractor.

     Article 779.  Liability of the Contractor for Defects in Documen-

tation and Work

     1. A contractor under a work contract for design and  exploratory

work  bears  liability  for defects in design and budget documentation

and exploratory work, including defects discovered later in the course

of  construction  and  also  in the process of operation of the object

created on the basis of the prepared design and  budget  documentation

and the data of the exploratory work.

     2. In case of discovery of defects in the design and budget docu-

mentation or in the exploratory work, the contractor, on demand of the

customer,  is obligated to remake, without cost, the design and budget

documentation  and  respectively  to  make the necessary supplementary

exploratory work and also to compensate the customer for  the  damages

caused, unless a statute or the contract has established otherwise.

     5. CONTRACT WORK FOR STATE NEEDS

     Article 780.  The State Order-in-writing for the  Performance  of

Contract Work for State Needs

     1. Contract construction work (Article 767) and design and explo-

ratory work (Article 788) intended for the satisfaction of  the  needs

of  the Republic of Tajikistan or of an administrative and territorial

unit and financed at the expense of the respective budget or  off-bud-

get sources shall be conducted on the basis of the state order-in-wri-

ting for the performance of contract work for state needs.

     2. Under  the state order-in-writing for the performance of cont-

ract work for state needs,  the contractor  is  obligated  to  perform

construction,  design,  and other work connected with the construction

and repair of objects of a production or non-production nature and  to

transfer  them to the state customer;  the state customer is obligated

to accept the work performed and to pay for it.

     Article 781. The Parties in a State Order-in-writing

     The state customer is the state agency having the  necessary  in-

vestment  resources  or the organization given the right to dispose of

such resources by the appropriate state agency,  and the contractor is

a legal person or a citizen.

     Article 782.  Bases  and Procedure for the Making of the Contract

of Work for State Needs

     1. The state order-in-writing shall be the basis for  the  making

of the contract of work for state needs.

     2. A procedure for making the contract of  work  for  state  need

shall  be  determined in accordance with the provisions of Article 566

of the present Code.

     Article 783. Content of the State Order-in-writing

     The state order-in-writing must contain terms on the  volume  and

cost of the work to be done, the times for its beginning and completi-

on,  the amount and procedure for financing and payment for work,  and

means of ensuring the performance of the obligations of the parties.

     Article 798. Changing the State Order-in-writing

     1. In  case  of reduction by the respective state agencies by the

established procedures of the funds of the respective budget allocated

for  financing the construction work,  the parties must agree upon new

times and if necessary also other conditions  of  performance  of  the

work.  The  contractor  shall  have the right to demand from the state

customer compensation for the damages caused by the  change  of  times

for performance of the work.

     2. Unless otherwise provided by a statute,  changes in the  state

order-in-writing not connected with the circumstances indicated in Pa-

ragraph 1 of the present Article shall be made  by  agreement  of  the

parties.

     Article 785. Legal Regulation of the State Order-in-writing

     The statute  on contract work for state needs shall be applied to

relations under state orders-in-writing for the performance  of  cont-

ract work for state needs,  to the extent not regulated by the present

Code.

     6. SCIENTIFIC RESEARCH,  EXPERIMENTAL DESIGN,  AND  TECHNOLOGICAL

WORK

     Article 786.  Contracts for Scientific Research, Experimental De-

sign, and Technological Work

     1. Under a contract for scientific research work,  the contractor

(the performer) is obligated to conduct scientific research based on a

task of the customer and under a contract for experimental design  and

technological work,to develop a model of a new manufacture, design do-

cumentation for it,  a new technology,  or to prepare a model; and the

customer is obligated to give to the contractor (he performer) a tech-

nical task, accept the work and pay for it.

     2. The  contract  with the contractor (the performer) may include

either the whole cycle of conduct of research, development, and prepa-

ration of models or their individual elements.

     Article 787. Performance of Work

     1. The contractor is obligated to do work personally only in  ca-

ses when this follows from concrete obligations or the nature of work.

In other cases it shall have the right to  involve  third  persons  in

performance of the contract for scientific research work.

     2. In case of performance of experimental design or technological

work, the performer shall have the right, unless otherwise provided by

the contract,  to involve third persons in its performance as subcont-

ractors.

     Article 788. Submission, acceptance and payment for Work

     The contractor  (the  performer)  is  obligated to submit and the

customer is obligated to accept and to pay for fully completed  scien-

tific research, experimental design and technological work.

     Article 789. Confidentiality of Information on the Contract

     Unless otherwise provided by the contract for scientific research

work,  experimental design or technological work:  the contractor (the

performer)  and the customer shall be obligated to ensure confidentia-

lity of information concerning the subject of the contract, the course

of its performance and the results attained. The scope of the informa-

tion recognized as confidential shall be determined in the contract;

     the contractor shall have the right to patent results of work ob-

tained under the said contracts only with the consent of the customer.

     Article 790. Rights of the Parties to the Results of the Work

     1. The customer under a contract for  scientific  research  work,

experimental  design,  and  technological work shall have the right to

use the results of the work transferred to it within the limits and on

the conditions provided by the contract.

     2. Unless otherwise provided by the contract, the contractor (the

performer)  shall have the right to use for itself the results of work

obtained by it.

     3. The  contract may provide for the right of the contractor (the

performer) to sell the results of work to third persons.

     Obligations of the Customer

     The customer under a contract for scientific research work, expe-

rimental  design  and technological work is obligated:  to give to the

contractor (the performer) a technical task and coordinate  a  program

(technical  and economic parameters) or the theme of work with it;  to

transfer to the contractor (the performer) information  necessary  for

the  performance  of the work;  to accept the work done and pay for it

(Article 801).

     Article 791. Obligations of the Contractor (the Performer)

     1. The contractor (the performer) under a contract of  scientific

research  work,  experimental design and technological work is obliga-

ted:

     1) to  perform the work in accordance with the program (technical

and economic parameters) or theme agreed  with  the  customer  and  to

transfer  to the customer the results of the work at the time provided

by the contract;

     2) to observe requirements connected with the legal protection of

intellectual property (Article 152);

     3) by its own efforts and at its own expense to eliminate defects

in technical documentation that arose by its fault and that might  en-

tail deviations from the technical and economic parameters provided in

the technical task of the customer or in the contract;

     4) immediately to inform the customer of discovered impossibility

of achieving the expected results or of the inexpediency of continuing

the work;

     5) to guaranty to the customer that no third person has any  exc-

lusive  rights  to  the results transferred on the basis of such cont-

racts;

     6) to issue licenses necessary to use the results of the work.

     2. Unless  otherwise  provided  by contracts for scientific rese-

arch,  or experimental design and technological work,  the  contractor

(the performer) is obligated:

     1) to abstain from the publication,  without the consent  of  the

customer,  of  scientific and technical results obtained in the course

of the performance of work;

     2) to take measures for the protection of results with legal pro-

tection obtained in the course of the performance of work  and  notify

the customer of it;

     3) unless otherwise provided by the contract, to provide the cus-

tomer  with an exclusive license for the use of scientific and techni-

cal results with legal protection used in the course of the performan-

ce of the work done.

     Article 792.  Consequences  of the Impossibility of Achieving Re-

sults in the Contract of Scientific Research Work

     If, in the course of scientific research work,  it is  discovered

that it is impossible to achieve the result as the consequence of cir-

cumstances not depending upon the contractor (the performer), the cus-

tomer  shall  be  obligated to pay the cost of the work done until the

discovery of the impossibility of achieving the  results  provided  by

the  contract but not more than the corresponding part of the price of

the work indicated in the contract.

     Article 793.  Consequences of Impossibility of Achieving  Results

in the Contract for Design and Technological Work

     If, in the course of performance of experimental design and tech-

nological work it is found that,  not due to the fault of the  perfor-

mer,  it is impossible or inexpedient to continue the work, the custo-

mer shall be obligated to pay the expenditures borne by the performer.

     Article 794. Liability of the Contractor (the Performer) for Bre-

ach of the Contract

     1. The  contractor  (the  performer)  shall bear liability to the

customer for non-performance or improper performance of  the  contract

for the performance of scientific research work,  experimental design,

and technological work,  unless it shows that such a  breach  occurred

not due to the fault of the contractor (the performer).

     2. The contractor (the performer) shall be obligated to compensa-

te  for  the  damages caused by it to the customer in the form of real

damage within the limits of the cost of work unless the contract  pro-

vides otherwise.

     Article 795. Legal Regulation of Contracts for the Performance of

Scientific Research Work, Experimental Design, and Technological Work

     The rules of Articles 732-736 of the present Code shall be appli-

ed  respectively to the times of performance and the price of work and

also to the consequences of failure of the customer to appear to rece-

ive the results of the work.

     The rules of Articles 793-798 of the present Code shall be appli-

ed to state contracts-in-writing for the performance of scientific re-

search work, experimental design, and technological work for state ne-

eds.

     CHAPTER 37. COMPENSATED PROVIDING OF SERVICES

     Article 796. The Contract of Compensated Providing of Services

     Under the contract of compensated providing of services, the per-

former is obligated at the order of the customer to provide a  service

or  services (or to take defined actions or to conduct defined activi-

ty) that has no tangible form,  while the customer is obligated to pay

for these services.

     Article 797.  Subject of the Contract of Compensated Providing of

Services

     The subject of the contract is communication,  medical, veterina-

ry,  auditing,  consulting, technology, training, cultural and tourist

services and etc.

     Article 798. Performance of the Contract

     In the absence of other indications in the contract,  the perfor-

mer is obligated to provide personally a service (services) stipulated

in the contract.

     Article 799. Price of Services

     1. The customer shall be obligated to pay for  services  provided

to  it  within  the  times and in the manner that are indicated in the

contract.

     2. .  In case of impossibility of performance that has arisen not

due to the fault of the performer,  the customer is obligated to pay a

reasonable  compensation less the benefits that the performer obtained

or could have obtained as the result of its release from rendering  of

a service (services).

     3. In case when the impossibility of performance has  arisen  due

to  the fault of the customer,  the services are subject to payment in

full, unless otherwise provided by a statute or the contract.

     Article 800. Liability of the Performer for a Breach of the Cont-

ract

     1. In  cases  of  non-performance  or improper performance of the

contract of compensated providing of services,  the performer is obli-

gated to compensate the customer in full for damages caused.

     2. In cases when the performer has not  performed  or  improperly

performed its obligation in carrying out entrepreneurial activity, the

contract may provide for a higher liability as compared  to  liability

indicated in paragraph 1 of the present Article.

     Article 801. Rescission of the Contract

     1. The  customer  shall have the right to rescind the contract of

compensated providing of services on the condition of full compensati-

on to the performer of expenses actually incurred by it.

     2. The performer shall have the right to refuse  to  perform  the

contract of compensated providing of services only on the condition of

full compensation for damages to the customer caused by the rescission

of the contract except for cases when it happened at fault of the cus-

tomer.

     Article 802. Legal Regulation of the Contract of Compensated Pro-

viding of Services

     The general  provisions  on  the work contract (Articles 726-753)

and the provisions on the consumer work  contract  (Articles  754-766)

shall  be applied to the contract of compensated providing of services

unless this contradicts the rules of the present chapter or the  pecu-

liarities  of  the subject of the contract of compensated providing of

services.

     CHAPTER 38. CARRIAGE

     Article 803. General Provisions

     1. Carriage of freight,  passengers,  and baggage is done on  the

basis of the contract of carriage.

     2. Peculiarities of the conditions of carriage of  freight,  pas-

sengers, and baggage by individual types of transport and also the li-

ability of the parties for this carriage are determined  by  agreement

of  the parties,  the present Code,  the transport charters and codes,

other statutes and rules issued in accordance with them.

     Article 804. The Contract of Carriage of Freight

     1. Under the contract of carriage of freight,  the carrier is ob-

ligated to deliver freight entrusted to it by the shipper to the point

of destination and to present it to the person authorized  to  receive

the  freight (the recipient),  and the shipper is obligated to pay the

established price for the carriage of the freight.

     2. Making of the contract of carriage of freight shall be confir-

med by the compilation of a carriage invoice,  a bill of lading or ot-

her document as provided by transport charters and codes.

     Article 805. The Contract of Carriage of a Passenger

     1. Under the contract of carriage of a passenger,  the carrier is

obligated to carry the passenger to the point of  destination  and  in

the case the passenger has checked baggage, also to deliver the bagga-

ge to the point of destination and to present it to the person  autho-

rized  for  the receipt of baggage;  the passenger is obligated to pay

the established price for the travel and in case of checking of bagga-

ge, also for the transfer of baggage.

     2. Making of a contract of carriage of a  passenger  and  baggage

shall be confirmed respectively by a ticket and by a baggage check.

     3. The passenger shall have the right in the manner  provided  by

transport charters or codes:  to bring with it children free of charge

or on other favorable conditions;  to bring along free baggage  within

the  limits  of  the established norms;  to check baggage for carriage

free of charge within the established norms;  and in case of exceeding

the norms - with payment according to the tariff.

     Article 806. The Contract of Charter (Freight Charter)

     Under the  contract  of charter one party is obligated to provide

the other party for pay all or part of the capacity of one or  several

means  of transport for one or more trips for the carriage of freight,

passengers,  and baggage.  The procedure for making of the contract of

charter and also the form of this contract shall be established by the

transport charters and codes.

     Article 807. Direct Intermodal Transportation

     The mutual relations of transport organizations in  the  carriage

of  freight,  passengers,  and baggage by different types of transport

under a single transportation document (direct intermodal  transporta-

tion)  and  also the procedure for organization of such carriage shall

be determined by agreement among the organizations of  the  respective

types  of transport as well as by legislation on direct intermodal (or

combined) transportation.

     Article 808. Carriage by a Common Carrier

     Carriage made by a commercial organization  is  recognized  as  a

carriage by a common carrier if from a statute,  other legal acts,  or

the license issued to this organization it follows that this organiza-

tion is obligated to conduct the carriage of freight,  passengers, and

baggage on request of any citizen or legal person.

     Article 809. Payment for Carriage

     1. For the carriage of freight, passengers, and baggage, the pay-

ment for carriage established by agreement of the parties shall be ta-

ken unless otherwise established by legislation.

     2. Payment for the carriage of freight,  passengers,  and baggage

by a common carrier shall be made on the basis of tariffs approved  by

the procedure established by the transport charters and codes.

     3. Work and services performed on demand of the freight possessor

and  not  provided for by tariffs shall be paid for in accordance with

an agreement of the parties.

     4. The carrier shall have the right to detain freight and baggage

transferred to it for carriage as security for  payment  for  carriage

and  other  payments  related  to carriage due to it (Articles 388 and

389), unless otherwise provided by a statute.

     5. In  cases  when,  in  accordance with a statute or other legal

acts,  benefits or privileges are established for payment for carriage

of freight,  passengers, and baggage, the expenses borne in connection

with  this  shall  be  compensated  by  [sic,apparently  should   read

,to,,translator’s  note]  the transport organization at the expense of

the funds of the respective budget.

     Article 810. Supply of Means of Transport, Loading (Unloading) of

Freight

     1. The  carrier  shall be obligated to supply the shipper of fre-

ight for loading at the time established by the request (or order) ac-

cepted from it,  by the contract of carriage or by the contract on the

organization of carriage,  means of transport in good repair in a con-

dition suitable for the carriage of the respective freight.

     The shipper of freight shall have the right to  refuse  means  of

transport  supplied that are not suitable for the carriage of the res-

pective freight.

     2. The  loading  (or  unloading)  of freight shall be done by the

transport organization or the shipper (or the recipient) by the proce-

dure  provided  by the contract with observation of the provisions es-

tablished by the transport charters and codes and rules issued in  ac-

cordance with them.

     3. The loading (or unloading) of freight done by the efforts  and

funds of the shipper (or recipient) of freight must be done within the

times provided by the contract,  unless such times are established  by

the  transport  charters and codes and rules issued in accordance with

them.

     Article 811.  Times for Delivery of the Freight,  the  Passenger,

and the Baggage

     The carrier  shall be obligated to deliver the freight,  the pas-

senger,  or the baggage at the point of destination within  the  times

defined by the procedure provided by the transport charters and codes,

and in the absence of such times, within a reasonable time.

     Article 812. Liability Under Obligations Following from Carriage

     1. In case of non-performance or improper performance of  obliga-

tions  following  from carriage,  the parties shall bear the liability

established by the present Code,  the transport charters and codes and

also by the agreement of the parties.

     2. Agreements of transport organizations with passengers and pos-

sessors  of freight on limitation or exclusion of the liability of the

carrier established by a statute are invalid with the exception of ca-

ses when the possibility of such agreements for carriage of freight is

provided by the transport charters and codes.

     Article 813.  Liability of the Carrier for Failure to Provide Me-

ans of Transport and of the Shipper for Failure to Use Means of Trans-

port Supplied

     1. The carrier for failure to supply means of transport for  car-

riage of the freight in accordance with an accepted request (or order)

or other contract,  and the shipper for failure to provide freight  or

nonuse of the supplied means of transport for other reasons shall bear

the liability established by the transport charters and codes and also

by the agreement of the parties.

     2. The carrier and the shipper of the freight shall be freed from

liability  in case of nonsupply of means of transport or nonuse of the

supplied means of transport,  if this occurred as the result: of force

majeure,  and also other phenomena of an unpredictable nature and also

military actions; of the termination or limitation of the transport of

freight  in certain directions or on certain routes established by the

procedure provided by transport charters or codes; in other cases pro-

vided by transport charters and codes.

     Article 814.  Liability of the Carrier for Delay of Dispatch of a

Passenger

     1. For delay of dispatch of means of transport carrying a passen-

ger or for late arrival of such a means of transport at the destinati-

on point (with the exception of carriage in city and  suburban  trans-

portation) the carrier shall pay the passenger a penalty in the amount

established by the respective transport charter  or  code,  unless  it

shows that the delay or lateness took place as the result of force ma-

jeure,  elimination of a defect in means of transport threatening  the

life  and  health of passengers,  or other circumstances not depending

upon the carrier.

     2. In case of refusal by the passenger of carriage because of de-

lay in dispatch of the means of transport, the carrier is obligated to

return  the  passage payment to the passenger and compensate for other

expenses incurred by it.

     Article 815.  Liability of the Carrier for Loss of,  Shortage of,

and Damage to (or Spoilage of) Freight or Baggage

     1. The  carrier shall bear liability for the loss,  shortage,  or

damage of the freight or baggage  accepted  for  carriage,  unless  it

shows that the loss, shortage, or damage of the freight or baggage oc-

curred without its fault. Transport charters and codes may provide for

cases  when  the recipient or the shipper will have to prove the fault

of the carrier in the loss, shortage or damage of the freight.

     2. Damage  caused  in the carriage of freight or baggage shall be

compensated by the carrier in the following amount: in case of loss or

shortage  of freight or baggage,in the amount of the value of the lost

or short freight or baggage;  in case of harm to freight or baggage,in

the amount for which its value was reduced and in case of the impossi-

bility of restoring the damaged freight or baggage,in  the  amount  of

its value; in case of loss of freight or baggage submitted for carria-

ge with a declaration of its value,in the amount of the declared value

of the freight or baggage.

     The value of freight or baggage shall be determined on the  basis

of  its  price  indicated  in the invoice of the seller or provided by

contract and,  in the absence of such invoice or of an  indication  of

price  in the contract,  on the basis of the price which in comparable

circumstances is usually taken for analogous goods.

     3. The  transport  organization,  along with compensation for the

real damage shall return to the shipper (or recipient) the payment for

carriage taken for carriage of the lost,  short,  spoiled,  or damaged

freight or baggage unless this payment is included in the value of the

freight or baggage.

     4. In direct combined transportation, carriers shall be liable to

a consignor (or a consignee) for any lass,  spoilage, damage and shor-

tage of freight or baggage.  The latest carrier shall  bear  liability

for a delay unless it shows that the delay has occurred through no fa-

ult of carriers.

     Article 816. Contracts on the Organization of Carriage

     The carrier and the possessor of freight,  if it is necessary  to

conduct  systematic carriage of freight,  may conclude long-term cont-

racts on the organization of carriage.

     Under the  contract  on  the organization of the carriage of fre-

ight,  the carrier is obligated at the established times to accept and

the  possessor of freight - to present for carriage freight in the ag-

reed volume.  In the contract on the organization of the  carriage  of

freight the volumes,  times,  and other conditions of the provision of

means of transport and presentation of freight for carriage,  the pro-

cedure  for payment,  and also other conditions of the organization of

carriage shall be defined.

     Article 817. Contracts Between Transport Organizations

     Contracts may be made between organizations of different types of

transport  on  the  organization of work for ensuring the transport of

freight (hub agreements,  contracts on centralized delivery (or  remo-

val) of freight, etc.) in accordance with the transport legislation.

     Article 818. Claims and Suits for the Carriage of Freight

     1. Until  the  presentation to the carrier of a suit derived from

the carriage of freight,  it is obligatory to present it with a  claim

by the procedure provided by the respective transport charter or code.

     2. A suit against the carrier may be brought by the freight ship-

per  or  freight  recipient  in case of full or partial refusal of the

carrier to satisfy a claim or nonreceipt from the carrier of an answer

within a thirty-day period.

     3. The period of limitation of actions for claims  deriving  from

the  transport of freight is established as one year from the time de-

termined in accordance with the transport charters and codes.

     Article 819.  Liability of the Carrier for Causing Death or  Harm

the Health of a Passenger

     The liability  of the carrier for death or harm caused to the he-

alth of a passenger shall be determined by the rules of Chapter 55  of

the present Code, unless a statute or the contract has provided a hig-

her liability for the carrier.

     CHAPTER 39. FREIGHT FORWARDING

     Article 820. The Contract of Freight Forwarding

     1. Under the contract of freight forwarding,  the freight forwar-

der  is  obligated  for  compensation  and  at the expense of the cli-

ent,freight shipper or freight recipient to perform or to organize the

performance  of services defined by the contract of freight forwarding

that are connected with the carriage of freight.

     The contract of freight forwarding may provide for obligations of

the freight forwarder to organize the carriage of freight by the  type

of  transport  and  by a route selected by the freight forwarder or by

the client, the obligation of the freight forwarder to conclude in the

name  of  the  client  or in its own name a contract (or contracts) of

carriage of freight,  to ensure the shipment and receipt  of  freight,

and also other obligations connected with carriage.

     As supplementary services, the contract of freight forwarding may

provide for the conduct of such operations necessary for the transport

of freight as the obtaining of documents required for  export  or  im-

port,  the  conduct of customs and other formalities,  verification of

the quantity and condition of freight, its loading and unloading, pay-

ment of imposts,  fees, and other expenses imposed on the shipper (re-

cipient), storage of the freight, its receipt at the destination point

and  also performance of other operations and services provided by the

contract.

     2. The rules of the present Chapter also apply to cases when,  in

accordance with the contract, the obligations of freight forwarder are

performed by the carrier.

     3. The conditions of performance of the contract of freight  for-

warding shall be determined by the agreement of the parties unless ot-

herwise established by the legislation on freight forwarding activity.

     Article 821. Form of the Contract

     1. The contract of freight forwarding shall be  made  in  written

form.

     2. The shipper (recipient) of freight must give the freight  for-

warder  a power of attorney if one is necessary for performance of the

freight forwarder’s obligations.

     Article 822.  Liability of the Freight Forwarder Under the  Cont-

ract of Freight Forwarding

     For nonperformance or improper performance of obligations under a

contract of freight forwarding,  the freight forwarder shall bear lia-

bility on the bases and in an amount determined in accordance with the

rules of Chapter 24 of the present Code.

     If the  freight forwarder shows that the violation of the obliga-

tions was caused by the improper performance of contracts of carriage,

the  liability  of  the  freight  forwarder to the shipper (recipient)

shall be determined by the same rules by which

the respective carrier is liable to the freight forwarder.

     Article 823. Documents and Other Information Provided to the Fre-

ight Forwarder

     1. The client is obligated to provide the freight forwarder  with

documents  and  other information on the qualities of the freight,  on

the conditions of its carriage,  and also other information  necessary

for  the performance by the freight forwarder of the obligation provi-

ded by the contract.

     2. The  freight forwarder must report to the client about defects

discovered in the information received and in case  of  incompleteness

of  the information must request the necessary supplementary data from

the client.

     3. In  case of the failure of the client to present the necessary

information, the freight forwarder shall have the right not to commen-

ce performance of the respective obligations until the presentation of

such information.

     4. The  client shall bear liability for the damages caused to the

freight forwarder in connection with violation of obligations for  the

presentation  of  the information indicated in Paragraph 1 of the pre-

sent Article.

     Article 824.  Performance of Obligations of the Freight Forwarder

by a Third Person

     If, from  the contract of freight forwarding,  it does not follow

that the freight forwarder must perform  its  obligations  personally,

the freight forwarder shall have the right to involve other persons in

the performance of its obligations.

     The delegation  of the performance of obligations to a third per-

son shall not free the freight forwarder from liability to the  client

for performance of the contract.

     Article 825. Renunciation of the Contract of Freight Forwarding

     The client or the freight forwarder shall have the right to refu-

se to perform the contract of freight  forwarding  warning  the  other

party about this within two weeks.

     The party who has reported the refusal shall compensate the other

party for the damages caused by the termination of the contract.

     CHAPTER 40. LOAN AND CREDIT

     1. Loan

     Article 826. The Contract of Loan

     1. Under  the contract of loan,  one party (the lender) transfers

to the ownership of the other party  (the  borrower)  money  or  other

things determined by generic characteristics,  and the borrower is ob-

ligated to return to the lender at one time or by installments the sa-

me amount of money or an equal quantity of other things received by it

of the same type and quality (the amount of the loan).

     2. The contract of loan shall be considered made from the time of

transfer of the money or things.

     3. Foreign  currency and currency valuables may be the subject of

a contract of loan on the territory of the Republic of Tajikistan with

the observance of the rules of Articles 155,  156, and 340 of the pre-

sent Code.

     Article 827. The Form of the Contract of Loan

     1. The contract of loan must be made in written form if its  amo-

unt is over ten times the minimum monthly wage established by a statu-

te,  and in the case when the lender is a legal person,  regardless of

the amount.

     2. Non-observance of the written form of the contract shall enta-

il consequences provided by Article 187 of the present Code.

     3. The contract of loan shall be recognized as made in the  writ-

ten form if a receipt by the borrower or other document certifying the

transfer to it by the lender of a defined monetary amount or a defined

number of things is presented.

     4. The written form of the contract of loan shall  be  considered

observed if the loan obligation is certified by a bill of exchange,  a

bond or another commercial paper  defining  the  amount  of  loan  and

rights of the lender to recover it.

     Article 828. Interest Under the Contract of Loan

     1. Unless  otherwise provided by a statute or the contract of lo-

an,  the lender shall have the right to receive interest from the bor-

rower on the amount of the loan in amounts and by the procedure deter-

mined by the contract.  In the absence in the contract of terms on in-

terest,  their  rate shall be determined by the interest rate properly

fixed at the date of repayment of the debt or its respective  part  by

the borrower.

     2. A contract of loan made between citizens for an amount not ex-

ceeding fifty times the minimum monthly wage established by a statute,

and not connected with the conduct of entrepreneurial activity by even

one  of  the parties shall be considered to be without interest unless

it directly provides otherwise.

     3. In  under a contract of loan things defined by generic charac-

teristics are transferred to the borrower,  interest shall be paid  in

case  when its rate and form (monetary or in kind) are provided by the

contract.

     4. The  procedure  and times for the payment of interest shall be

established by the contract of loan. In the absence of such instructi-

ons, interests shall be paid by procedure and in times provided by the

contract on the repayment of the principal debt.

     Article 829.  Obligations of the Borrower to Return the Amount of

the Loan

     1. The  borrower  shall  be obligated to return to the lender the

amount of the loan received at the time and in  the  manner  that  are

provided by the contract.

     In cases when the time for return is not established by the cont-

ract  the  amount  of the loan must be returned by the borrower within

thirty days from the day of receipt of demands from the lender.

     2. The  amount  of  the granted loan may be returned early by the

borrower.

     Interests on loan may be paid early at any time.

     3. Unless otherwise provided by the contract of loan,  the amount

of the loan shall be considered returned from the time of its transfer

to the lender or the deposit of the respective monetary funds  on  its

bank account.

     Article 830.  Consequences  of  Violation  by the Borrower of the

Contract of Loan

     1. Unless otherwise provided by legislation or  the  contract  of

loan, in cases when the borrower does not return the amount of the lo-

an on time,  interest is subject to payment on this amount at the rate

provided  by  Paragraph  1 of Article 426 of the present Code from the

day when it should have been returned until the day of its  return  to

the lender.

     2. If a contract of loan provides for the return of the  loan  in

parts (or in installments),  then in case of violation by the borrower

of the time established for the return of a scheduled part of the  lo-

an, the lender shall have the right to require the early return of the

whole remaining amount of the loan together  with  the  interest  due.

This rule shall not be applied if the lender has already returned over

one half of the loan amount.

     3. If  the contract provides for the payment of interests on loan

in times earlier than the time for the repayment of the  loan  itself,

then  in case of a breach of this obligation the lender shall have the

right to demand due from the borrower an early return of the loan amo-

unt together with interest.

     Article 831. Dispute of the Contract of Loan

     1. A  borrower shall have the right to dispute a contract of loan

on the ground of unfundedness,  by showing that  the  money  or  other

things  in fact were not received by it from the lender or were recei-

ved in a smaller quantity than indicated in the contract.

     2. If the contract of loan had to be made in written form (Artic-

le 841),  disputing it as unfunded by means of testimony of  witnesses

is not allowed, with the exception of cases when the contract was made

under the influence of deception, force, threats, of a bad faith agre-

ement  of the representative of the borrower with the lender,  or of a

confluence of harsh circumstances (Article 204).

     3. If  in the process of disputing a contract of loan by a borro-

wer for its being unfunded it is established that the money  or  other

things in fact were not received from the lender, the contract of loan

is considered not to have been made.  When the money or things in fact

were  received  by  the borrower from the lender in lesser amount than

indicated in the contract,  the contract shall be considered made  for

this amount of money or things.

     Article 832.  Security  for the Performance of Obligations of the

Borrower

     In case of nonperformance by the borrower of obligations provided

by  the  contract of loan for ensuring the return of the amount of the

loan and also in case of loss of security or worsening of its conditi-

ons  due  to  circumstances for which the lender does not answer,  the

lender shall have the right to demand from the borrower  early  return

of the loan unless otherwise provided by the contract.

     Article 833. Loan for a Purpose

     1. Unless otherwise provided by the contract,  the borrower shall

use money obtained under the contract of loan at its discretion.

     2. If  a  contract of loan is made with a condition of use by the

borrower of the funds received for defined purposes (a loan for a pur-

pose),  the  borrower  must  ensure the possibility of exercise by the

lender of supervision of the use of the amount of  the  loan  for  the

purpose.

     3. In case of nonperformance by the borrower of the condition  of

the  contract on the use of the amount of the loan for a purpose,  the

lender shall have the right to demand from the borrower  early  return

of the amount of the loan.

     Article 834. Substitution of a Debt as a Loan Obligation

     1. By  agreement of the parties a debt that has arisen from purc-

hase and sale,  lease of property,  or on other ground may be replaced

by a loan obligation.

     2. Replacement of a debt by a loan obligation shall be  conducted

with  the observance of the requirements on substitution (Article 446)

and shall be made in the form provided for the making of a contract of

loan (Article 841).

     Article 835. The Contract of State Loan

     1. Under  the contract of state loan,  the borrower is the state,

and the lender is a citizen or a legal person.

     2. State loans are voluntary.

     3. The contract of state loan shall be made by the  obtaining  by

the  lender of issued state bonds or other state securities evidencing

the right of the lender to the receipt from the borrower  of  monetary

funds loaned to it or,  depending upon the terms of the loan, of other

property,  of established interest, or of other property rights within

the times provided by the terms of release of the loan to circulation.

     4. Changing the terms of a loan released into  circulation  (con-

version  of  loan)  including  on bases provided by Article 483 of the

present Code is not allowed with the exception for cases provided by a

statute.

     5. The state shall bear liability under the contract of state lo-

an in accordance with rules of Article 138 of the present Code.

     Article 836. Bill of Exchange

     In cases when,  in accordance with an agreement of the parties, a

bill of exchange is issued by the borrower evidencing an unsecured ob-

ligation  of  the maker of the bill of exchange (a simple bill of exc-

hange) or of other payor indicated in the bill of  exchange  (transfer

bill of exchange),  to pay upon the occurrence of the time provided by

the bill of exchange the borrowed monetary amount,  the  relations  of

the  parties under the bill of exchange shall be regulated by the sta-

tute on the transfer and simple bill of exchange.

     From the  time  of  issuance of the bill of exchange the rules of

the present Section may be applied to these relations  to  the  extent

that  they  do  not  contradict the statute on the transfer and simple

bill of exchange.

     Article 837. Bond

     1. In cases provided by a statute or other legal acts, a contract

of loan may be made by the issuance and sale of bonds.

     2. A bond is a security evidencing the right of its holder to re-

ceive  from  the person who issued the bond at the time provided by it

the face value of the bond or other property equivalent.  A bond  also

provides to its holder the right to obtain the interest stated in it.

     3. To the extent not otherwise provided by a statute,  the  rules

of  the  present Section shall be applied to the relations between the

person who has issued the bond and its holder.

     2. Credit

     Article 838. The Credit Contract

     1. Under  a  credit contract,  one party - a bank or other credit

organization (the creditor) is obligated to provide money funds  (cre-

dit) to another party - the borrower in the amount and on the conditi-

ons provided by the contract,  and the borrower is obligated to return

the monetary amount received and to pay interest on it.

     2. In cases when in accordance with legislation commercial  orga-

nizations  that  are  not  credit organizations are allowed to conduct

crediting, rules on credit contract shall be applied to relations con-

cerning crediting conducted by such commercial organizations.

     3. The rules of the present Code on contracts of  loan  shall  be

applied  to relations under the credit contract,  unless otherwise es-

tablished by the rules of the present Section or follows from the  na-

ture of the credit contract.

     Article 839. Form of the Credit Contract

     The credit contract must be made in written form.

     Nonobservance of written form shall entail the invalidity of  the

credit contract. Such a contract shall be considered void.

     Article 840. Refusal to Provide or Receive Credit

     1. The  creditor  shall  have  the right to refuse to provide the

borrower with the credit envisioned in the contract  in  whole  or  in

part if the borrower is declared bankrupt,  does not perform its obli-

gations to provide the credit, breaches the obligation to use the cre-

dit  for  the purpose provided by the contract and also in other cases

provided by the contract.

     2. The  borrower shall have the right to refuse to receive credit

in whole or in part.  It must notify the creditor of this  before  the

time established by the contract for granting of the credit.

     Article 841. Goods Credit

     The parties  may conclude a contract providing for the obligation

of one party to provide the other party with things defined by generic

characteristics  on conditions of a credit contract.  Unless otherwise

provided by such contract,  its terms on the number, assortment, comp-

leteness,  quality, containers and/or packaging of the things provided

must be performed in accordance with the  rules  on  the  contract  of

purchase and sale of goods (Articles 501-522).

     Article 842. Commercial Credit

     1. Contracts  whose performance is connected with the transfer of

monetary amounts or other things defined  by  generic  characteristics

into  the ownership of the other party may provide for the granting to

this party or by this party of credit including in the form of an  ad-

vance,  preliminary payment,  delayed, and installment payment for go-

ods, work, or services (goods credit), unless otherwise established by

a statute.

     2. The rules of Articles 852-854 of the  present  Code  shall  be

applied respectively to commercial credit.

     CHAPTER 41. FINANCING WITH ASSIGNMENT OF MONETARY CLAIM

     Article 843. The Contract of Financing With Assignment of Moneta-

ry Claim

     1. Under the contract of financing with assignment of the moneta-

ry claim, one party (the Bank) or another commercial organization (the

agent) is obligated to pay to the client for goods delivered, work do-

ne  or  services  rendered to a third person and the client assigns is

obligated to assign the monetary claim against the third person and to

pay a defined compensation.

     The monetary claim against the debtor also may be assigned by the

client  to the agent for the purpose of providing security for perfor-

mance of obligations of the client to the agent.

     2. The  obligations  of the agent under the contract of financing

with assignment of a monetary claim may include the conduct of bookke-

eping  for  the  client and also the provision for the client of other

financial services connected with the monetary  claims  that  are  the

subject of the assignment.

     Article 844. Finance Agent

     Banks and  other credit organizations and also commercial organi-

zations with permission (or a license) for the conduct of activity  of

such type may conclude, as agents, contracts of financing with assign-

ment of monetary claims.

     Article 845. The Monetary Claim Assigned for the Purpose of Obta-

ining Financing

     1. The  subject  of assignment in connection with which financing

is provided may be either a monetary claim,  the time  of  payment  on

which has already arrived (an existing claim) or a right to obtain mo-

netary funds that will arise in the future (a future claim).

     A monetary  claim that is a subject of assignment must be defined

in the contract of the client with the agent in such a manner as  will

allow the identification of an existing claim at the time of making of

the contract and a future claim,not later than at  the  time  when  it

arises.

     2. In case of assignment of a future monetary claim,  it shall be

considered  as  having  passed to the agent after the right itself has

arisen to receipt from the debtor of monetary funds that are the  sub-

ject of the assignment of the claim provided by the contract.

     Article 846. Liability of the Client to the Agent

     1. Unless  the contract of financing with assignment of the mone-

tary claim provides otherwise,  the client shall bear liability to the

agent  for  the  validity of the monetary claim that is the subject of

the assignment.

     2. The monetary claim that is the subject of the assignment shall

be recognized as valid if the client has the right to transfer the mo-

netary  claim  and  at the time of assignment of the claim it does not

perform.

     3. The  client  is not liable for nonperformance or improper per-

formance by the debtor of the claim that is the subject of the assign-

ment  in  the case of presentation of it by the agent for performance,

unless otherwise provided by the contract between the client  and  the

agent.

     Article 847. Invalidity of a Prohibition of Assignment of a Mone-

tary Claim

     1. Assignment to a agent of a monetary claim is valid even if  an

agreement  exists between the client and its debtor on the prohibition

or limitation of assignment.

     2. The rule established by Paragraph 1 of the present Article do-

es not free the client from obligations or liability to the debtor  in

connection  with the assignment of the claim in violation of an agree-

ment between them forbidding or limiting assignment.

     Article 848. Subsequent Assignment of a Monetary Claim

     Unless the contract of financing with assignment of the  monetary

claim provides otherwise, a subsequent assignment of the monetary cla-

im by the agent is not allowed.

     In the case when a subsequent assignment of the monetary claim is

allowed by the contract the provisions of the present Chapter  respec-

tively shall be applied to it.

     Article 849.  Performance  of  a Monetary Claim by a Debtor to an

Agent

     1. A debtor shall be obligated to make payment to a agent on con-

dition  that it has received from the client or from the agent written

notice of the assignment of the monetary claim to the given agent  and

the monetary claim subject to performance is defined in the notice and

the agent to whom payment must be made is also indicated.

     2. On request of the debtor,  the agent shall be obligated,  in a

reasonable time, to provide the debtor with proof of the fact that the

assignment of the monetary claim to the agent actually took place.  If

the agent does not fulfill this obligation,  the debtor shall have the

right  to make payment on the given claim to the client in the perfor-

mance of its obligations to the latter.

     3. Performance  of a monetary claim by the debtor to the agent in

accordance with the rules of the present Article frees the debtor from

the respective obligation to the client.

     Article 850.  Rights  of  the  Agent to Amounts Received from the

Debtor

     1. If,  under the terms of the contract of financing with assign-

ment  of the monetary claim,  the financing of the client is conducted

by the purchase from it of this claim by the agent, the latter obtains

the  right  to all amounts that it receives from the debtor in perfor-

mance of the claim and the client does not bear liability to the agent

if  the  amounts  received by it are less than the price for which the

agent obtained the claim.

     2. If the assignment of a monetary claim to a agent was conducted

for the purpose of securing the performance of obligations of the cli-

ent  to  it and the contract of financing with assignment of the claim

does not provide otherwise, the agent is obligated to provide an acco-

unting  to  the  client and to transfer to it the amount exceeding the

amount of the debt of the client secured by the assignment of the cla-

im.  If  the  monetary funds received by the agent from the debtor are

less than the debt of the client to the agent secured by  the  assign-

ment of the claim,  the client remains liable to the agent for the re-

mainder of the debt.

     Article 851. Setoffs of the Debtor

     1. In the case of the making by the agent of a  demand  upon  the

debtor to make payment,  the debtor shall have the right in accordance

with Articles 442-444 of the present Code to present in setoff its mo-

netary  claims  based  on the contract with the client that the debtor

already had by the time when it obtained notice of the  assignment  of

the claim to the agent.

     2. Claims that the debtor could make against the client  in  con-

nection with the violation by the latter of an agreement forbidding or

limiting the assignment of the claim are ineffective with  respect  to

the agent.

     Article 852.  Return to the Debtor of the Amounts Received by the

Agent

     1. In case of violation by the client of  its  obligations  under

the contract made with the debtor, the latter shall not have the right

to demand from the agent the return of amounts already paid to it on a

claim  that has passed to the agent if the debtor has the right to re-

ceive such amounts directly from the client.

     2. A  debtor having the right to receive directly from the client

amounts paid to the agent as the result of assignment of the claim ne-

vertheless  shall  have the right to claim the return of these amounts

by the agent if it is shown that the latter has not fulfilled its  ob-

ligation  to  make to the client a promised payment connected with the

assignment of the claim or has made such a payment knowing of the vio-

lation by the client of the obligation to the debtor to which the pay-

ment connected with the assignment of claim relates.

     CHAPTER 42. BANK DEPOSIT

     Article 853. The Contract of Bank Deposit

     1. Under the contract of bank deposit [vklada] (of  bank  deposit

[depozita]),  one party (the bank) that has accepted a monetary amount

(the deposit [vklad]) that came to the account from  the  other  party

(the  depositor),  is obligated to return to the depositor this amount

and to pay interest on it or income in another form on the  conditions

and by the procedure provided by the contract.

     The contract of bank deposit is considered concluded at the  date

of coming of the deposit amount to the bank.

     2. A contract of bank deposit in which the depositor is a citizen

is a public contract (Article 458).

     3. The rules on the contract of bank account (Chapter  43)  shall

be applied to the relations of the bank and the depositor with respect

to the account into which the deposit is made, unless otherwise provi-

ded  by the rules of the present Chapter or otherwise follows from the

nature of the contract of bank deposit.

     Legal persons do not have the right to transfer monetary funds in

deposit [vkladakh] (deposits [depositakh]) to other persons.

     4. The  rules  of  the present Chapter relating to banks shall be

applied also to other credit organizations if they conclude  contracts

of bank deposit.

     Article 854. The Right to Obtain Monetary Funds as Deposits

     The right  to  obtain  monetary funds as deposits is possessed by

banks to which such a right has been granted by a license issued by  a

procedure established by a statute.

     Article 855. Guaranty of Deposit

     Savings banks and their branches shall guaranty safety and return

of the deposit amount to the depositor at any time.

     Article 856. The Form of the Contract of Bank Deposit

     1. The contract of bank deposit must be made in written form. The

written  form  of the contract of bank deposit shall be considered ob-

served if the making of the deposit is confirmed by a bank book,  bank

(savings) certificate, or other document issued by the bank to the de-

positor that meets the requirements provided for such documents  by  a

statute,  established in accordance with a statute, and the customs of

trade applied in banking practice.

     2. Nonobservance  of written form of the contract of bank deposit

shall entail invalidity of this contract.

     Article 871. Types of Deposits

     1. The contract of bank deposit is made on the conditions of  the

release of the deposit on first demand (a demand deposit) or on condi-

tions of return of the deposit on the expiration of a time  determined

by  the contract (time deposit).  The contract may provide for the ma-

king of deposits on other conditions of their return not contradictory

to legislation.

     2. Under the contract of bank deposit of any type,  the  bank  is

obligated to release the sum of the deposit or part of it on the first

demand of the depositor,  with the exception of deposits made by legal

persons on other conditions of return provided by the contract.

     Terms of a contract on the waiver of the right to receive a depo-

sit on first demand are void.

     3. In cases when a time or other deposit, other than a demand de-

posit, is returned to the depositor on its demand before the expirati-

on of the time or before the occurrence of other circumstances indica-

ted in the contract,  the interest on the deposit shall be paid at the

rate corresponding to the rate of interest paid by the bank on  demand

deposits, unless otherwise is provided by the contract.

     4. In cases when the depositor does not demand the return of  the

amount  of  a time deposit on the expiration of the time or the amount

of a deposit made on other conditions of return,upon the occurrence of

the circumstances provided by the contract, the contract shall be con-

sidered continued on the conditions of a demand deposit, unless other-

wise provided by the contract.

     Article 857. Interest on the Deposit

     1. The bank shall pay the depositor interest on the amount of the

deposit at the rate provided by the contract.

     In the absence in the contract of a term on the rate of  interest

to  be  paid,  the bank shall be obligated to pay interest at the rate

established in accordance with Paragraph 1 of Article 868 of the  pre-

sent Code.

     2. Unless otherwise provided by the contract, the bank shall have

the right to change the rate of interest paid on demand deposits.

     In case the bank reduces the rate of interest,  the new  rate  of

interest  shall  be applied to deposits made to the bank before notice

to the depositors on reduction of interest upon the  expiration  of  a

month from the time of the respective notice,  unless otherwise provi-

ded by the contract.

     3. The interest rate determined by the contract for a deposit ma-

de on the condition of its return upon expiration of a determined time

or  upon  occurrence of the events provided by the contract may not be

unilaterally reduced by the bank,  unless otherwise  provided  by  the

contract.

     Article 858.  The  Procedure for Calculation and Payment of Inte-

rest on a Deposit

     1. Interest on the amount of a bank deposit shall  be  calculated

from  the  day  following the day of its arrival at the bank until the

day preceding its return to the depositor or its  deduction  from  the

account of the depositor on other grounds.

     2. Unless otherwise provided by the  contract,  interest  on  the

amount  of  the bank deposit shall be paid to the depositor on its de-

mand at the expiration of each quarter of a year separately  from  the

amount  of  the  deposit,  and interest not claimed at this time shall

increase the amount of the deposit on which interest is calculated.

     Upon return  of the deposit all interest credited up to that time

shall be paid.

     Article 859. Security for the Return of the Deposit

     1. Means and ways that the bank is obligated to secure the return

of  deposits  received  by it shall be determined by a statute and the

contract.

     2. Upon  the  request of the depositor,  the bank is obligated to

provide information on the security for the return of the deposit.

     3. In case the bank fails to fulfill obligations for securing the

return of the deposit and also in case of loss of security  or  worse-

ning  of its conditions,  the depositor shall have the right to demand

from the bank immediate return of the amount of the deposit, also pay-

ment  of  interest  and  compensation for damages caused in accordance

with Article 426 of the present Code.

     Article 860.  Liability for Non-performance of the Demand to  Re-

turn the Deposit

     If a  bank  fails to perform the depositor,s demand to return the

deposit or its part in times provided by Article 870  of  the  present

Code, the bank is obligated, regardless of the payment of interests on

deposits,  to compensate for damages caused in accordance with Article

426 of the present Code.

     Article 861.  Placing  by  Third Persons of Monetary Funds on the

Account of the Depositor

     Unless otherwise provided by the contract of bank deposit,  mone-

tary  funds  arriving  at  the  bank on the name of the depositor from

third persons with an indication of the necessary data on its  account

for the deposit shall be added to the account of the deposit. It shall

be presumed that the depositor has expressed consent to the receipt of

monetary  funds from such persons,  having provided them the necessary

data on the account for the deposit.

     Article 862. Deposits for the Use of a Third Person

     1. A deposit may be made in a bank in  the  name  of  a  specific

third person.

     The indication of the name of the citizen (Article 20) or the de-

signation  of  the legal person (Article 55) for whose use the deposit

is made is an essential term of the respective contract of bank  depo-

sit.

     2. Unless otherwise provided by the contract, the third person in

whose  name a deposit was made shall gain rights of the depositor from

the time of coming of money to its account.

     3. A  contract  of  bank deposit for the use of a citizen who has

died by the time of the making of the contract or of  a  legal  person

not existing by this time is void.

     4. Until the expression by the third person of an intent to enjoy

the  rights  of  a depositor,  the person who has made the contract of

bank deposit may enjoy the rights of a depositor with respect to mone-

tary funds it has deposited to this account.

     5. In cases when the third person to whose name the  deposit  was

made  refused from it,  the person that concluded the contract of bank

deposit for the use of the third person shall be  entitled  either  to

demand  the  deposit back or to transfer it to its name or to the name

of another person.

     6. The rules on a contract for the use of a third person (Article

462) shall be applied to a contract of bank deposit for the use  of  a

third person, unless this contradicts the rules of the present Article

and the nature of a bank deposit.

     Article 863. The Bank Book

     1. Unless otherwise provided by the agreement of the parties, the

making of a contract of bank deposit with a citizen and the deposit of

monetary funds to its account on the deposit is confirmed  by  a  bank

book.  The name and place of location of the bank (Article 54) and, if

the deposit was made at a branch,  also of its respective branch, num-

ber  of  the  account for the deposit and also all amounts of monetary

funds deposited to the account,  all amounts of monetary  funds  with-

drawn from the account, and the remainder of monetary funds on the ac-

count at the time of presentation of the bank book to the bank must be

indicated in the bank book and confirmed by the bank.

     Unless another status of the account on the  deposit  is  proven,

the  data on the deposit indicated in the bank book shall be the basis

for settlements on the deposit between the bank and the depositor.

     2. The contract of bank deposit may provide for the issuance of a

bank book in a name or a bearer bank book.  A bearer bank  book  is  a

commercial paper.

     3. The release of the deposit, the payment of interest on it, and

the fulfillment of orders of the depositor for the transfer of moneta-

ry funds from the account for the deposit to other  persons  shall  be

done by the bank upon presentation of the bank book.

     If a bank book in a name is lost or is brought into  a  condition

unsuitable  for  presentation,  the  bank  on request of the depositor

shall issue it a new bank book.

     Reinstatement of rights for a lost bearer bank book shall be done

by the procedure provided for bearer commercial paper and securities.

     CHAPTER 43. BANK ACCOUNT

     Article 864. The Contract of Bank Account

     Under the contract of bank account, one party - a bank or another

credit institution (hereinafter , the bank) is obligated to accept and

credit monetary funds arriving to the account of the other party  (the

accountholder), to execute the orders of the accountholder on transfer

and issuance of respective amounts from the account and on the conduct

of other operations on the account.

     Article 865. Use by the Bank of Monetary Funds of the Accounthol-

der

     A bank may use monetary funds that are on the account,  guaranty-

ing their presence in case of any demands to the account and the right

of the accountholder to dispose of these funds  unobstructedly  within

the limits of the amounts that are on the account.

     Article 866. Disposal of Monetary Funds by the Accountholder

     The accountholder  shall  independently  dispose  of the monetary

funds that are on its account with the bank.

     The bank  does  not  have the right to determine or supervise the

direction of use of monetary funds of the accountholder nor to  estab-

lish other limitations,  not provided by a statute or contract, on its

right to dispose of the monetary funds at its

discretion.

     Article 867. Form of the Contract of Bank Account

     1. The  contract of bank account must be concluded in the written

form.

     2. The non-observance of the written form of the contract of bank

account shall entail the invalidity of this  contract.  Such  contract

shall be considered void.

     Article 868. Making of the Contract of Bank Account

     1. A  contract of bank account shall be made by way of opening of

an account for the client or a person designated by it at  a  bank  on

the conditions agreed upon by the parties.

     2. Legal persons and  citizens  independently  choose  banks  for

settlement  and  cash  services and may make contracts of bank account

with one bank or several banks.


3. The bank is obligated to make a contract with a client that has made a proposal to open an account on the conditions stated by the bank for the opening of an account of the given type, corresponding to the requirements provided by a statute and

the bank rules established in accordance with it.

     The bank  does  not  have the right to refuse to open an account,

the making of the respective operations under which is provided for by

a statute,  the founding documents of the bank, and the license issued

to it,  with the exception of cases when such a refusal is  caused  by

the bank’s lacking the possibility to provide banking services.

     In case of an unfounded refusal of a bank to conclude a  contract

of  bank account,  the client shall have the right to bring against it

the claims provided by Paragraph 4 of Article 477 of the present Code.

     Article 869.  Authentication of the Right to Dispose of  Monetary

Funds Located on the Account

     1. The  rights  of persons making in the name of an accountholder

orders for the transfer and release of funds from the account shall be

authenticated  by  the  holder by presenting to the bank the documents

provided by a statute,  by bank rules established in  accordance  with

it, or by the contract.

     2. An accountholder may give an order to a bank on the withdrawal

of monetary funds from the account on demand of third persons,  inclu-

ding a demand connected with the performance by the client of its  ob-

ligations to these persons.  The bank shall accept these orders on the

condition of indication in them in written form of the necessary  data

allowing, upon presentation of the corresponding demand, the identifi-

cation of the person having the right to present it and ascertain  the

nature and bases for such a demand.

     3. The contract of bank account may provide for the  verification

of  rights for the disposition of monetary amounts that are on the ac-

count by electronic means of payment and other documents with the  use

in them of analogues of a handwritten signature (Paragraph 2 of Artic-

le 185),  codes,  passwords, and other means confirming that the order

is given by a person authorized to do so.

     Article 870. Operations With the Account Done by the Bank

     Unless otherwise is provided by the contract, the bank is obliga-

ted to accept and credit monetary amounts coming to  the  account  and

perform  instructions  of  the accountholder on transfer and giving of

monetary funds by way of conducting operations provided  for  accounts

of the given type by a statute, by bank rules established in accordan-

ce with a statute, and by customs of trade applied in bank practice.

     Article 871. The Times for Operations on the Account

     The bank is obligated to deposit monetary funds received  to  the

account, to issue or transfer them from the account upon an instructi-

on of the accountholder not later than the day following  the  day  of

the arrival at the bank of the respective payment document, unless ot-

her periods are provided by the contract.

     Article 872. Giving Credit to the Account

     1. In cases when, in accordance with the contract, the bank makes

payments  on  demands against the accountholder despite the absence in

it of monetary funds on its account (giving credit  to  the  account),

the  bank shall be considered to have granted the client credit in the

corresponding amount from the day of making of the payment.

     2. The  rights  and  duties  of the parties connected with giving

credit to an account are determined by the  rules  on  loan  (Articles

840-843, 846), unless the contract of bank account provides otherwise.

     Article 873.  Payment of Expenses of the Bank for Performing Ope-

rations With the Account

     1. The account holder shall pay for the services of the bank  for

performing  operations  with monetary funds that are on the account on

conditions provided by the contract.

     2. Payment  for  the services of the bank provided by Paragraph 1

of the present Article shall be deducted by a bank on  the  expiration

of  each  quarter from the monetary funds of an accountholder that are

on the account unless otherwise provided by the contract.

     Article 874.  Interest for the Use by the Bank of Monetary  Funds

on the Account

     1. Unless  otherwise provided by the contract of bank account for

the use of monetary funds located on the account of  the  client,  the

bank shall pay interest, the amount of which shall be deposited to the

account.

     2. The  interest  indicated in Paragraph 1 of the present Article

shall be paid by the bank at the rate determined by  the  contract  of

bank  account,  or,  in  the absence in the contract of the respective

term,at the rate usually paid by banks for  demand  deposits  (Article

871).

     3. The amount of interest shall be deposited to the account  wit-

hin  the  times  provided by the contract and in cases when such times

are not provided by the contract, at the end of each quarter.

     Article 875.  Setoff of Mutual Claims of the Bank and the  Client

on the Account

     1. Monetary  claims  of the bank upon the accountholder connected

with giving credit to an account (Article 886) and  with  payment  for

services  of the bank (Article 787) and also claims of the accounthol-

der upon the bank for payment of interest  for  the  use  of  monetary

funds  (Article 888) are extinguished by setoff (Article 442),  unless

otherwise provided by the contract.

     2. The  setoff  of claims indicated in paragraph 1 of the present

Article shall be done by the bank,  which shall be obligated to inform

the  accountholder  of the setoff made by the procedure and within the

times established by the contract and,  if the respective  terms  have

not  been agreed upon by the parties,  by the procedure and within the

times usual for banking practice of presenting information on the sta-

te of monetary funds on the respective account.

     Article 876. Bases for Withdrawing Monetary Funds from an Account

     1. Withdrawal  of monetary funds from an account shall be made by

the bank on the basis of an order by the accountholder.

     2. Without  an  order  by the client,  the withdrawal of monetary

funds that are located on the account shall be allowed by decision  of

a court and also in other cases established by the present Code or ot-

her statute.

     Article 877.  The Order of Withdrawing Monetary Funds from an Ac-

count

     1. If there are present on an account monetary funds,  the sum of

which is sufficient for the satisfaction of all claims presented  aga-

inst the accountholder, the withdrawal of these funds from the account

is done in the order of receipt of orders from the  accountholder  and

other documents for withdrawal (chronological order), unless otherwise

provided by a statute.

     2. In  case  of insufficiency of monetary funds on the account to

satisfy all the claims made against the accountholder,  the withdrawal

of  monetary funds shall be made in the following order:  in the first

order,  withdrawal shall be made under execution  documents  providing

for  the  transfer  or issuance of monetary funds from the account for

the satisfaction of claims for compensation for harm  caused  to  life

and  health,  and also claims for the recovery of support payments and

protection of interests of pledgees;

     in the second order, withdrawal shall be made under execution do-

cuments providing for the transfer or issuance of monetary  funds  for

settlements  for  payment  of job leaving compensation and for payment

for labor of persons working under a labor contract, including under a

term  contract,  for  payment of compensation under a publishing cont-

ract;

     in the third order,  withdrawal shall be made under payment docu-

ments providing for payments to the budget and to off-budget funds;

     in the fourth order, withdrawal shall be made under execution do-

cuments providing for the satisfaction of other monetary claims;

     in the fifth order,  withdrawal shall be made under other payment

documents in chronological order.

     Withdrawal of  funds  from  the account on claims relating to the

same order shall be made by chronological order of  receipt  of  docu-

ments.

     Article 878. Liability of the Bank for Untimely Conduct of Opera-

tions Under the Account and Unfounded Withdrawal of Monetary Funds

     In cases of late transferring of monetary funds arriving for  the

accountholder  to  the account or of their unfounded withdrawal by the

bank from the account, the bank shall be obligated to deposit the res-

pective amount to its account. The bank is obligated also to pay inte-

rest on the untimely deposited or unfoundedly withdrawn amount in  ac-

cordance with Article 426 of the present Code. The bank bears the same

liability for untimely giving of funds from the account  and  untimely

fulfillment of instructions of the accountholder on transferring funds

from the account.

     Article 879. Secrecy of Bank Accounts

     1. The bank guaranties secrecy of the bank account, and of opera-

tions on the account and information on the accountholder.

     2. Information on operations and accounts may be  given  only  to

the  accountholder  themselves  or their representatives as well as to

courts,  investigations agencies and inquest agencies concerning cases

which  they  process  if the monetary funds held on the account may be

arrested, levied execution on or these funds may be confiscated.

     Such information  may  be given also by a notary concerning cases

on the inheritance of the property of deceased accountholders or  per-

sons  in relation to which the deceased gave a testamentary instructi-

on.

     3. In  case  of  divulgence by the bank of information subject to

bank secrecy,  the client whose rights have been violated  shall  have

the right to demand from the bank the compensation for the damages ca-

used.

     Article 880. Seizure of Funds Held on the Account

     1. Monetary funds held on the account may be seized only by a co-

urt decision or by a resolution of investigation agencies.

     2. The period of seizure of monetary funds held on the bank acco-

unt  may  not  exceed  periods set forth by procedural legislation for

processing of the respective case.

     Article 881.  Levying of Execution on Funds Held on  the  Account

The  coercive execution including the coercive write-off and confisca-

tion may be levied on monetary funds belonging to  legal  persons  and

citizens  and  held on bank accounts only on the basis of a court ver-

dict or a judgement that has come into legal force.

     Article 882. Closing of the Account

     1. The contract of bank account may be rescinded on demand of the

accountholder at any time.

     2. The bank shall have the right to demand the rescission of  the

contract of bank account when the amount of monetary funds held on the

account is less than the minimum amount provided by a statute,  or  by

the bank rules established in accordance with it, or by the contract.

     3. Rescission of the contract of bank account shall be the  basis

for closing of the account.

     4. The remainder of monetary funds on the account shall be  given

to  the  accountholder or at its order shall be transferred to another

account.

     Article 883. Accounts of Banks

     The rules of the present Chapter extend  to  correspondent  acco-

unts,  correspondent subaccounts,  and other accounts of banks, unless

otherwise provided by a statute,  other legal acts,  or bank rules es-

tablished in accordance with them.

     CHAPTER 44. PAYMENTS

     1. General Provisions

     Article 884. Cash and Non-cash Payments

     1. Payments between citizens and payments with the  participation

of citizens that are not connected with the conduct by them of entrep-

reneurial activity may be made in cash (Article 155) without limitati-

on of the amount.

     2. Payments between legal persons and also payments with the par-

ticipation of citizens connected with the conduct by them of entrepre-

neurial activity (Article 24) shall be made by non-cash procedure. Pa-

yments  between  the  aforementioned persons may also be made in cash,

unless otherwise provided by a statute.

     3. Non-cash  payments shall be made through banks or other credit

organizations (hereinafter ,banks,) in which the accounts  of  persons

participating  in  payments  have been opened unless otherwise follows

from a statute or otherwise is conditioned by  the  form  of  payments

used.

     4. Under a contract with the client the bank  may  undertake  the

responsibility  to  receive  and  to service a debt of the client (the

contract of factoring).  After the repayment of  the  debt,  the  bank

shall  transfer the obtained sum to the client and charge it with com-

missions for servicing the debt in the amount determined in the  cont-

ract.

     Article 885. Forms of Non-cash Payments

     1. In making non-cash payments,  payments by payment orders, let-

ters of credit,  or checks,  and payments by draft are permitted,  and

also  payments in other forms provided by legislation,  bank rules es-

tablished in accordance with it,  and customs of trade applied in ban-

king practice.

     2. The parties to a contract have the right to select and  estab-

lish  in  it  any of the forms of payments indicated in Paragraph 1 of

the present Article.

     2. Payments by Payment Orders

     Article 886. General Provisions

     1. In case of payment by a payment order,  the bank is  obligated

on  order of the client at the expense of the funds located on its ac-

count to transfer a determined monetary amount to the account  of  the

person  indicated by the client in this or another bank within a fixed

period of time (Article 902).

     2. The  person  named  in  the  payment order as the recipient of

funds shall not have the right to demand from the bank to make a  pay-

ment  except  for  cases when such a right is provided by a statute or

the contract between the client and the bank.

     Article 887.  Conditions for Acceptance by the Bank of a  Payment

Order

     1. The  content  of  a payment order and of the payment documents

presented with it and their form must satisfy the requirements  estab-

lished by a statute and by bank rules.

     2. In case of failure of the payment order to satisfy the  requi-

rements  of  Paragraph 1 of the present Article,  the bank may clarify

the content of the order.  Such a request must be made  to  the  payor

without delay upon receipt of the order. In case of failure to receive

a reply within a time established by a statute or by bank rules estab-

lished in accordance with it,  or,in their absence,within a reasonable

time,  the bank may leave the payment order unperformed and return  it

to  the payor,  unless otherwise provided by a statute,  by bank rules

established in accordance with it, or by the contract between the bank

and the payor.

     3. The client’s order shall be accepted by the bank only in  case

of  presence  of funds on the account of the client,  unless otherwise

provided by the contract between the client and the bank.

     Article 888. Execution of the Order

     1. A bank that has accepted a client’s payment order is obligated

to  transfer the corresponding monetary sum to the bank of the recipi-

ent of the funds for its deposit into the account of the person  indi-

cated  in  the order within the time specified in the contract of bank

account and,  if such time is not specified in the contract ,  in time

established  by  banking rules or the customs of trade applied in ban-

king practice.

     2. The  bank shall have the right to involve other banks for per-

formance of operations for the transfer of monetary funds to the acco-

unt indicated in the client’s order.

     3. The bank is obligated immediately to inform the client of  the

performance of the order unless otherwise established by the contract.

     Article 889. Liability for Nonperformance or Improper Performance

of an Order

     1. In  case  of  nonperformance or improper performance of a cli-

ent’s order,  the bank shall bear liability for this violation in  ac-

cordance with Article 426 of the present Code.

     2. In cases when the nonperformance or improper performance of an

order took place in connection with a violation of the rules of making

payment operations by a bank involved for the performance of  the  pa-

yor’s order,  the liability provided by Paragraph 1 of the present Ar-

ticle may be imposed by the court on this bank.

     3. If  the  violation  of  the rules of payment operations by the

bank has led to the illegal delay of monetary funds, the bank shall be

obligated  to pay interest by the procedure and in the amount provided

by Article 426 of the present Code.

     3. Payments by Letter of Credit

     Article 890. General Provisions on Payments by Letter of Credit

     1. In the case of payments by letter of credit,  the bank  acting

on  the authority of the payor for the opening of the letter of credit

and in accordance with its order (the issuing bank)  is  obligated  to

make payments to the recipient of the funds or to pay,  accept, or ho-

nor a transfer bill of exchange or authorize another bank (the  execu-

ting bank) to make payments to the recipient of funds,  or to pay, ac-

cept, or honor a transfer bill of exchange.

     The rules  on  the  executing bank shall be applied to an issuing

bank that has made payments to the recipient of funds or has paid, ac-

cepted, or honored a transfer bill of exchange.

     2. In case of the opening of a covered (deposited) letter of cre-

dit,  the issuing bank, upon its opening, is obligated to transfer the

amount of the letter of credit (coverage), at the expense of the payor

or  of credit provided to the payor,  to the disposition of the execu-

ting bank for the whole term of effectiveness of the obligation of the

issuing bank.

     In case of opening of a non-covered (guarantied) letter  of  cre-

dit,  the executing bank is granted the right to deduct the whole amo-

unt of the letter of credit from the account of the  issuing  bank  in

the executing bank.

     3. The procedure for making settlements under a letter of  credit

shall  be regulated by a statute and also by bank rules established in

accordance with it and by the customs  of  trade  applied  in  banking

practice.

     Article 891. Revocable Letter of Credit

     1. A revocable letter of credit is one that may be changed or re-

voked by the issuing bank without prior notice  to  the  recipient  of

funds.  Revocation of the letter of credit does not create any obliga-

tions of the issuing bank to the recipient of funds.

     2. The  executing bank is obligated to make payment or other ope-

rations under a revocable letter of credit if by the  time  of  making

them it has not received notice of the change of conditions or the re-

vocation of the letter of credit.

     Article 892. Irrevocable Letter of Credit

     1. An irrevocable letter of credit is one that may not be revoked

without the consent of the recipient of funds.

     2. On request of the issuing bank,  the executing bank participa-

ting  in the conduct of a letter of credit operation,  may guaranty an

irrevocable letter of credit (guarantied letter of credit). Such a gu-

aranty  signifies  acceptance  by  the executing bank of an obligation

supplementary to the obligation of the issuing bank to make payment in

accordance with the terms of the letter of credit.

     A guarantied letter of credit may not be altered or revoked  wit-

hout the consent of the executing bank.

     Article 893. Execution of a Letter of Credit

     1. To  execute  a  letter  of credit the recipient of funds shall

present to the executing bank documents confirming the performance  of

all terms of the letter of credit. In case of violation of even one of

these terms the payment at the expense of the letter of  credit  shall

not take place.

     2. If the executing bank has made payment or has conducted  anot-

her  operation  in  connection with the terms of the letter of credit,

then the issuing bank shall be obligated to compensate it for the  ex-

penditures  borne  by a procedure established by banking rules.  These

expenditures and also all other expenditures of the issuing bank  con-

nected with the execution of the letter of credit shall be compensated

by the payor.

     Article 894. Refusal to Accept Documents

     1. If the executing bank refuses to accept documents that by  ex-

ternal characteristics do not correspond to the terms of the letter of

credit, it shall be obligated without delay to inform the recipient of

funds and the issuing bank of this with an indication of the causes of

the refusal.

     2. If the issuing bank, having received the documents accepted by

the executing bank,  considers that they do not correspond by external

characteristics  to  the terms of the letter of credit,  it shall have

the right to refuse to accept them and to demand  from  the  executing

bank  the  amount  paid  to the recipient of funds in violation of the

terms of letter of credit and,  for an uncovered letter of credit,  to

refuse to compensate for the amounts paid.

     Article 895. Liability of the Bank Performing a Letter of Credit

     1. Liability  to the payor for violation of the terms of a letter

of credit shall be borne by the issuing bank,  and to the issuing bank

by  the  executing  bank,  with the exception of cases provided in the

present Article.

     2. In case of, liability to the recipient of funds may be imposed

on the executing bank.

     3. In case of incorrect payment or unfounded refusal to pay mone-

tary funds under a letter of credit as the result of a breach  by  the

executing bank of its obligations provided by banking rules,  the exe-

cuting bank shall be liable to the issuing bank, and in cases when the

letter of credit is performed by the issuing bank,  the executing bank

shall be liable to the payor.

     Article 896. Closing of a Letter of Credit

     1. Closing of a letter of credit at the executing bank  shall  be

made: on the expiration of the term of the letter of credit; on state-

ment by the recipient of funds of its decision not to use  the  letter

of  credit before the expiration of the term of its effectiveness,  if

the possibility of such a decision is provided by  the  terms  of  the

letter  of credit;  on demand of the payor for the full or partial re-

call of the letter of credit,  if such a recall is possible under  the

terms of the letter of credit.  The executing bank must make the issu-

ing bank informed of the closing of the letter of credit.

     2. The  unused  amount of a deposited letter of credit is subject

to return to the issuing bank without delay  simultaneously  with  the

closing  of  the  letter  of credit.  The issuing bank is obligated to

transfer the returned amounts to the account of the payor  from  which

the funds were deposited.

     4. Payments by Draft

     Article 897. General Provisions on Payments by Draft

     1. In  case  of  payments by draft,  the client shall give to its

bank (the issuing bank) an instruction to receive a payment  from  the

payor at the expense of the client.

     2. The issuing bank, having received a collection order shall ha-

ve  the  right  to  involve  another bank to fulfill it (the executing

bank).

     The procedure for conducting payments by draft shall be regulated

by a legislation,  bank rules established in accordance with  it,  and

the customs of trade applied in banking practice.

     3. In case of nonperformance or improper performance of the  ins-

truction from the client,  the issuing bank shall bear liability to it

on the bases and in the amount that are provided by Chapter 24 of  the

present Code.

     If the nonperformance or improper performance of the  instruction

from the client took place in connection with a violation of the rules

for making accounting operations by the executing bank,  liability  to

the client may be imposed on that bank.

     Article 898. Fulfillment of a Draft Authorization

     1. In the absence of any document or in case of noncorrespondence

of documents by their external characteristics to the draft,  the exe-

cuting bank shall be obligated to inform without delay the person from

whom the draft was received of this.  In case of failure to  eliminate

these  defects,  the bank shall have the right to return the documents

without execution.

     2. The  documents are to be presented to the payor in the form in

which they were received, with the exception of notes and inscriptions

of the banks necessary for the formalization of the draft operation.

     3. If the documents are subject to payment on demand,  the execu-

ting  bank  must  make presentation for payment without delay upon the

receipt of the draft.

     If the documents are subject to payment at another time, the exe-

cuting bank must, to obtain acceptance by the payor, present the docu-

ments for acceptance without delay upon receipt of the draft,  and the

demand for payment must be made not later than the day of  the  occur-

rence of the time of payment indicated in the document.

     4. Partial payments may be accepted in cases when this is  estab-

lished by bank rules or in case of the presence of a special permissi-

on in the draft.

     5. Amounts  received (drawn) must without delay be transferred by

the executing bank to the disposition of the issuing bank,  which must

transfer  these  amounts  to the account of the client.  The executing

bank shall have the right to withhold,  from the  amounts  drawn,  the

compensation due to it and reimbursement for expenditures.

     Article 898. Notification About Renunciation of Payment

     1. If  payment and/or acceptance are not received,  the executing

bank shall be obligated to inform without delay the  issuing  bank  of

the causes of the nonpayment or refusal of acceptance.

     The issuing bank shall be obligated to inform the client immedia-

tely of this, asking it for instructions with respect to further acti-

ons.

     2. In  case of failure to receive instructions on further actions

within the time established by bank rules, or in its absence, within a

reasonable time, the executing bank shall have the right to return the

documents to the bank from which the draft has been received.

     5. Payments by Checks

     Article 900. General Provisions

     1. A check is a commercial paper containing an unconditional  or-

der  by the maker of the check to the bank to make payment of the amo-

unt indicated in it to the holder of the check.

     2. Only  a bank where the maker of a check has funds which it has

the right to dispose of by writing checks may be  indicated  as  payor

under a check.

     3. Revocation of a check before the expiration of the period  for

its presentation (paragraph 2 Article 916) is not allowed.

     4. Issuance of a check does not extinguish the monetary obligati-

on in fulfillment of which it was issued.

     5. The procedure and conditions for the use of checks in payments

shall be regulated by the present Code,  and in the area not regulated

by it, by other legislation dealing with issues of legal regulation of

check relation.


Article 901.
Requisites of a Check

     1. A check must contain:

     1) the designation ,check, included in the text of the document;

     2) an order to the payor to pay a defined amount of money;

     3) the designation of the payor and an indication of the  account

from which payment must be made;

     4) an indication of the currency of payment;

     5) an  indication  of  the  date  and  place of the making of the

check;

     6) the signature of the person writing the check,the maker of the

check.

     The absence in the document of any of the abovementioned requisi-

tes deprives it of its effect as a check.

     A check  that  does  not  indicate the place where it was made is

considered as signed in the place indicated in the data on  the  maker

of the check.

     2. The form of the check and the procedure for filling it out are

determined by legislation and bank  rules  established  in  accordance

with it.

     Article 902. Payment of a Check

     1. A  check  shall  be  paid  at  the expense of the maker of the

check.

     In case of deposit of funds, the procedure and condition of depo-

sit of funds for coverage of the check shall be  established  by  bank

rules.

     2. A check is subject to payment by the payor on the condition of

presentation of it for payment in the period established by a statute.

     3. The payor of a check is obligated to  verify  by  all  methods

available  to  it the authenticity of the check and also that the pre-

senter of the check is a person authorized by it.

     In case  of payment of an indorsed check,  the payor is obligated

to verify the correctness of indorsements,  but not the signatures  of

the indorsers.

     4. Damages resulting as the consequence of payment by  the  payor

of a counterfeit, stolen, or lost check, shall be imposed on the payor

or the maker depending upon whose fault they were caused.

     5. A  person  who has paid a check shall have the right to demand

transfer of the check to it with a signature on the  receipt  of  pay-

ment.

     Article 903. Transfer of Rights Under a Check

     1. Transfer of rights under a check shall be made by the procedu-

re established by Article 160 of the present Code with  observance  of

the rules provided by the present Article.

     2. A check made to a name is not subject to transfer.

     3. In  a transferable check,  an indorsement to the payor has the

effect of a signature for the receipt of payment.  An indorsement made

by the payor is invalid.  A person holding a transferable check recei-

ved by indorsement shall be considered the legal holder,  if it  bases

its right on an uninterrupted series of indorsements.

     Article 904. Guaranty of Payment (Surety Notation)

     1. Payment  under a check may be guarantied in full or in part by

a guarantee (surety notation).

     The surety notation may be given by any person, with the excepti-

on of the payor.

     2. The  surety  notation  shall be placed on the face side of the

check or on a supplementary list under the heading ,consider as  sure-

ty, and indications by whom and for whom it is given. If it is not in-

dicated for whom it is given, then it shall be considered that the su-

rety is given for the maker of the check.

     The surety notation shall be signed by the surety with an indica-

tion of its place of residence and the date of making the notation and

if the surety is a legal person, the place of its location and the da-

te of making the notation.

     3. The surety shall answer in the same way as the one for whom it

gave the surety notation.

     Its obligation shall be valid even in the case when the obligati-

on  that it guarantied is invalid on any ground other than a defect of

form.

     4. A surety who has paid a check shall obtain the rights deriving

from the check against the person for whom it gave  the  guaranty  and

against those who are obligated to the latter.

     Article 905. Cashing a Check

     1. Presentation  of  a  check at a bank serving the holder of the

check for collection is considered presentation of a  check  for  pay-

ment.

     Payment of the check shall be made by the procedure  provided  in

Article 916 of the present Code.

     2. Transfer of funds under the drawn check to the account of  the

holder  of  the  check shall be made after the receipt of payment from

the payor,  unless otherwise provided by the contract between the hol-

der of the check and the bank.

     Article 906. Obligations of the Payor

     By all means available to it the payor under the check is obliga-

ted to make sure that the check is authentic and that the presenter of

the check is the authorized person.

     At the payment of the drawn check the payor is obligated to check

the  correctness  of the indorsements but not the signatures of indor-

sers.

     Article 907. Confirmation of Refusal to Pay a Check

     1. Refusal to pay a check must be confirmed by one of the  follo-

wing methods:

     1) making by a notary of a protest by the  procedure  established

by a statute;

     2) a notation of the payor on the check on refusal to pay it with

an indication of the date of presentation of the check for payment;

     3) a notation of a collecting bank with an indication of the date

to the effect that the check was timely presented and not paid.

     2. A protest or equivalent document must be executed  before  the

expiration of the period for presentation of the check.

     If presentation of the check took place on the last  day  of  the

period, then the protest or equivalent document may be executed on the

next working day.

     Article 908. Notification of Nonpayment of a Check

     The holder of a check shall be obligated to notify  its  indorser

and  the maker of the check of nonpayment in the course of two working

days following the day of the execution of the protest  or  equivalent

document.

     Each indorser must,  within two working days following the day it

has  received  notice,  communicate  the  notice received by it to its

(preceding) indorser.  Notice is to be sent within the same period  to

the person who gave a surety notation for this person.

     One who has not sent notification in the  period  indicated  does

not lose its rights under the check. It is obligated to compensate for

the damages caused as the result of non-notification of nonpayment  of

the check within the amount of the check.

     Article 909. Consequences of Nonpayment of a Check

     1. In  case  of  refusal of the payor to pay a check certified in

accordance with Article 921 of the present  Code  the  holder  of  the

check  shall have the right at its choice to bring a suit against one,

several,  or all persons obligated on the check (maker, surety, indor-

ser), who bear joint and several liability to him.

     2. The holder of the check shall have the right  to  demand  from

these  persons payment of the amount of the check,  of its expenses in

obtaining payment,  and also of interest in the amount and by the pro-

cedure stipulated in Paragraph 1 of Article 426 of the present Code.

     3. A suit by the holder of the check against the persons  indica-

ted  in Paragraph 1 of the present Article may be presented in the co-

urse of six months from the day of the end of the period of presenting

the  check for payment.  Subrogation claims on suits of obligated per-

sons to one another shall be extinguished  with  the  passage  of  six

months from the day when the respective obligated person satisfied the

claim or from the day of bringing suit against him.

     CHAPTER 45. DELEGATION

     Article 925. The Contract of Delegation

     1. Under the contract of delegation,  one party (the delegate) is

obligated to take specific legal actions in the name of and at the ex-

pense of the other party (the delegator).  Under a transaction made by

the delegate, rights and duties arise directly for the delegator.

     2. The delegation may concern either taking by  the  delegate  of

one  or  several defined legal actions or administering of delegator,s

affairs in accordance with its instructions.

     3. The contract of delegation shall be made in the written form.

     Article 911. Compensation under the Contract of Delegation

     1. The delegator is obligated to pay the delegate compensation if

this is provided by a statute, or the contract.

     In cases  when  the  contract of delegation is connected with the

engaging by both parties or by one of them in entrepreneurial  activi-

ty,  the  delegator  is obligated to pay compensation to the delegate,

unless the contract provides otherwise.

     2. In case of the absence in a compensated contract of delegation

of a term on the amount of compensation or the manner of its  payment,

compensation shall be determined in accordance with Paragraph 3 of Ar-

ticle 456 of the present Code generally accepted rates for  such  kind

of  services  and shall be paid after the performance of the delegated

task.

     Article 912. Performance of the Delegated Task in Accordance With

the Instructions of the Delegator

     1. The  delegate is obligated to perform the task delegated to it

in accordance with the instructions of the delegator. The instructions

of the delegator must be lawful, realizable, and concrete.

     2. The delegate shall have the right to deviate from the instruc-

tions of the delegator if,  under the circumstances of the case,  this

is necessary in the interests of the delegator and the delegate  could

not  ask  the delegator in advance or has not received within a reaso-

nable time an answer to its question. The delegate is obligated to in-

form  the  delegator  of the deviations that have been made as soon as

notification becomes possible.

     3. By  the  agreement  of the parties a commercial representative

may be freed from the performance of the obligation specified  in  pa-

ragraph 2 of the present Article.

     Article 913. Obligations of the Delegate

     1. The delegate is obligated to perform personally the task dele-

gated to it.

     2. The  delegate  is  obligated to report to the delegator on its

demand all information on the course of performance of  the  delegated

task.

     3. The delegate is obligated to transfer to the delegator without

delay everything obtained under transactions made.

     4. The delegate is obligated upon performing the  delegated  task

to  return  without  delay  to the delegator a power of attorney whose

term of effectiveness has not expired and to present a report with  an

attachment of confirming documents,  if this is required by the nature

of the delegated task.

     Article 914. Obligations of the Delegator

     Unless otherwise provided by the contract the delegator is  obli-

gated:

     1) to provide the delegate with the funds necessary for the  per-

formance of the delegated task;

     2) without delay to accept from the delegate everything performed

by it in accordance with the contract;

     3) to reimburse the delegate for costs incurred which were neces-

sary for the performance of the delegated task;

     4) to pay the delegate compensation if  it  is  provided  by  the

contract or legislation.

     Article 915. Redelegation

     1. The  delegate shall have the right to delegate the performance

of the delegated task to another person (or  substitute)  if  this  is

provided  by  the contract or if the delegate is compelled to do so by

circumstances for the purpose of protection of the  delegator,s  inte-

rests.

     2. The delegate who has redelegated the  performance  to  another

person  shall be obligated without delay to notify of this the delega-

tor.

     The delegator  shall have the right to discharge a substitute se-

lected by the delegate except for cases when such a substitute is  na-

med in the contract.

     3. If the substitute for the delegate is named in  the  contract,

the delegate shall not answer for its conduct of affairs.

     4. If the conduct of affairs by the substitute is provided by the

contract but the substitute is not named in it, the delegate shall not

answer for fault actions of its substitute.

     5. If  the  conduct of affairs by the substitute for the delegate

is not provided by the contract, the delegate shall answer for any ac-

tions of its substitute.

     Article 916. Termination of the Contract of Delegation

     1. In  addition to general bases for the termination of obligati-

ons, a contract of delegation shall be terminated as the result of:

     1) cancellation of it by the delegator;

     2) refusal by the delegate;

     3) death  of the delegator or delegate,  recognition of either of

them as lacking dispositive capacity, of limited dispositive capacity,

or missing.

     2. If the delegate cancelled the contract under  such  conditions

when the delegator had no opportunity to replace it or otherwise ensu-

re its own interests, the delegate shall be obligated to reimburse for

damages caused by the cancellation of the contract.

     3. If the delegate did not know and should not have  known  about

the termination of the contract of delegation, its actions legally ta-

ken pursuant to the delegator,s instructions shall bind the  delegator

(its legal successor) in regard to third persons and the delegate.

     3. A  party that has canceled a contract with the delegate acting

as an entrepreneur must notify the other party of the  termination  of

the contract at least one month in advance, unless the contract provi-

des for a longer period.

     In case  of reorganization of a legal person that is a commercial

representative, the delegator shall have the right to cancel the dele-

gated task without such a preliminary notice.

     Article 917. Consequences of Termination of the Contract of Dele-

gation

     1. If a contract of delegation is terminated before the delegated

task is performed by the delegate in full,  the delegator shall be ob-

ligated to compensate the delegate for the costs  incurred  by  it  in

performance  of  the  delegated task and when compensation is involved

for the delegate also to pay it compensation in proportion to the work

it has done.  This rule shall not be applied to the performance by the

delegate of a delegated task after it knows or should  have  known  of

the termination of the delegation.

     2. The cancellation of the delegated task by the delegator  shall

not be a basis for compensation for the damages caused to the delegate

by the termination of the contract of delegation with the exception of

cases  of the termination of a contract with the delegate acting as an

entrepreneur.

     3. Refusal  by  the delegate to perform the task delegated by the

delegator shall not be a basis for compensation for the damages caused

to the delegator by the termination of the contract, with the excepti-

on of cases of refusal by the delegate in conditions when the  delega-

tor  is  deprived of the possibility of otherwise protecting its inte-

rest as well as cases of the termination of the contract with the  de-

legate acting as an entrepreneur.

     Article 918. Legal Succession in the Contract of Delegation

     1. In case of the death of the delegate, his heirs and other per-

sons on whom the ensurance of the preservation of the patrimony is im-

posed shall be obligated to notify the delegator of the termination of

the contract of delegation and to take the measures necessary for  the

protection of the property of the delegator, in particular to preserve

his things and documents, and then to transfer them to the delegator.

     The same obligation lies on the liquidator of a legal person that

is a delegate.

     ***2. In case of the reorganization of a legal person acting as a

delegate,  the delegator must be immediately non-notified of it in ac-

cordance with Article 61 of the present Code. In the said case, rights

and obligations of such a legal person shall pass to its legal succes-

sor unless the delegator notifies of the cancellation of the  contract

by it in a reasonable time.

     CHAPTER 46. ACTIVITY IN ANOTHER’S INTEREST WITHOUT AUTHORIZATION

     Article 919. Activity in Another,s Interest Without Authorization

     1. A person who acts in another’s interest without  authorization

shall  be  obligated  at first opportunity to report about this to the

interested person.  If the interested person ratifies  these  actions,

the  rules of the contract of delegation shall be applied to the rela-

tions of the parties thereafter.  In cases nonratification of the said

actions,  the  liability  for them shall be imposed on the person that

has acted without authorization.

     2. If it is impossible to notify the interested person,  the per-

son who has started to take actions without authorization shall be ob-

ligated  to  accomplish them by means of taking all measures depending

on him in order to prevent negative  property  consequences  for  this

person.  At  the same time,  the person who acts without authorization

shall be obligated to undertake everything that is connected with  the

conduct of the matter including the obligations under the transactions

made.

     3. If the person who acts in another,s interests without authori-

zation at first opportunity does not notify  of  this  the  interested

person,  it shall not have the right to demand compensation for expen-

ses incurred.

     4. The person who acts in another,s interest without authorizati-

on shall be obligated to continue the activity started in case of  de-

ath  of  a citizen or winding-up of a legal person in the interests of

which the corresponding activity has been conducted  until  the  heirs

(legal successors) of the interested persons can replace him.

     Article 920. Conducting Transactions in Another’s Interest

     1. Obligations  under  a  transaction  made in another’s interest

shall pass to the person in whose interest it was made from  the  time

of  ratification  by  it of this transaction and if the other party at

the making of the transaction knew or should have known that the tran-

saction was made in another’s interest.

     In case of transfer of obligations under such  a  transaction  to

the person in whose interests it was made, the rights under this tran-

saction also must be transferred to the latter.

     2. A  person who has entered a transaction may delay the transfer

of the rights until the time of compensation of expenses  incurred  by

it in connection with the activity in another,s interest.

     Article 921.  Obligations of the Person in which Interest the Ac-

tivity Has Been Conducted without Authorization

     1. The person in which interest the activity has been carried out

without  authorization  shall  be obligated to compensate a person who

has acted in its interest for necessary expenditures and other  actual

damage.  The  said obligation shall be preserved even in the case when

the actions in another’s interest were reasonable but did not lead  to

the anticipated result.

     2. If the activity of the person was not directly targeted to en-

sure  the interests of another person including in cases when the per-

son assumed by mistake that it acts in its own interest,  the court in

resolving the issue on the compensation of expenses incurred and their

size must take into account the profit brought by actions of the  per-

son who has carried out the corresponding activity.

     3. In cases when actions in another,s interests fell  within  the

scope of its entrepreneurial activity,  it shall have the right to de-

mand the payment of the proportional compensation in addition  to  the

reimbursement of actual damages.

     Article 922. Compensation for Harm Caused by Actions in Another’s

Interest

     Relations for compensation for harm caused by  actions  in  anot-

her,s  interest  shall be regulated in accordance with Articles of the

present Code (delicts).

     Article 923.  Compensation for Expenses Connected with Preventing

Damage to Property of Other People

     If a  person without corresponding authorizations has prevented a

real danger of damages to property of other  people  under  conditions

that  excluded  any possibility to warn about such a danger,  it shall

have the right to demand from those people the  reimbursement  of  the

necessary  expenses and compensation for actual damages connected with

it.

     Article 924.  Report of a Person Who Has Acted in Another,s Inte-

rest

     A person  who  has acted in another’s interest shall be obligated

to provide the person in whose interest it took such  actions  with  a

report  having  an  indication of the income received and expenditures

made and other damage.

     CHAPTER 47. COMMISSION AGENCY

     Article 925. The Contract of Commission Agency

     1. Under the contract of commission agency,  one party (the  com-

mission  agent)  is  obligated on delegation from the other party (the

commission principal) for compensation to conduct one or several tran-

sactions in its own name, but at the expense of the commission princi-

pal.

     Under a  transaction  done  by  the commission agent with a third

person,  the commission agent shall obtain rights and become obligated

although  the commission principal was named in the transaction or en-

tered into direct relations with the third person for  performance  of

the transaction.

     2. The contract of commission agency may be made  for  a  defined

term  or without an indication of the term of its effectiveness,  with

an indication or without an indication of the territory for  its  per-

formance.

     3. A statute and other legal acts may provide for the  peculiari-

ties of individual types of the contract of commission agency.

     4. The contract of commission agency  must  be  made  in  written

form.

     Article 926. Commission Agency Compensation

     The commission principal shall be obligated to pay the commission

agent compensation and,  in the case provided by Article  942  of  the

present Code, also supplementary compensation in the amount and by the

procedure established in the contract.  If the amount of  compensation

is  not  provided by the contract and it cannot be determined from the

terms of the contract,  the amount of compensation shall be determined

in accordance with Paragraph 3 of Article 456 of the present Code.

     If a contract of commission agency was not performed for  reasons

depending  upon  the commission principal,  the commission agent shall

retain the right to commission agency compensation and also to compen-

sation for expenditures borne.

     Article 927. Rights and Obligations of the Commission Agent Under

a Transaction with a Third Person

     ***1. Under a transaction conducted by the commission agent  with

a third person, it shall gain rights and become an obligated commissi-

on agent even if the commission principal was named in the transaction

or entered into direct relations with the third person under the tran-

saction.

     2. Upon demand of the commission principal,  the commission agent

shall be obligated to assign to it the rights under such a transaction

and notify of it the third person with whom the transaction  has  been

conducted. The latter shall not have the right to make objections aga-

inst the claims of the commission principal based on  its  own  claims

against the commission agent that do not follow from this transaction.

     Article 928. Performance of the Commission Delegated Task

     1. The commission agent must perform all obligations and exercise

all rights following from the transaction made with a third person.

     2. The commission agent is obligated  to  perform  the  delegated

task  undertaken  on  the conditions most favorable for the commission

principal in accordance with the instructions of the commission  prin-

cipal  and in the absence in the contract of commission agency of such

instructions, in accordance with the customs of trade or other usually

made requirements.  In the case when the commission agent has made the

transaction on conditions more favorable than those that were  indica-

ted  by  the commission principal,  the supplementary benefit shall be

divided equally between the commission principal  and  the  commission

agent unless otherwise provided by the contract.

     3. The commission agent shall not be  liable  to  the  commission

principal  for  nonperformance by a third person of a transaction made

with it at the expense of the commission  principal  except  in  cases

when  the commission agent did not employ the necessary care in selec-

tion of this person or undertook a guaranty of the performance of  the

transaction (del credere).

     4. In case of a breach by a third person of  a  transaction  made

with it by the commission agent, the commission agent shall be obliga-

ted to report this without delay to the commission principal,  to gat-

her and provide the necessary evidence.

     5. The commission principal notified of the breach by  the  third

person  of  the transaction made with it by the commission agent shall

have the right to demand the assignment of claims  of  the  commission

agent against this person under such a transaction.

     Article 929. Subcommission

     1. Unless  otherwise provided by the contract of commission agen-

cy,  the commission agent shall have the right to conclude a  contract

of  subcommission agency with another person,  remaining liable to the

commission principal for the actions of the subcommission agent.

     Under the contract of subcommission agency,  the commission agent

obtains with respect to the subcommission agent the rights and  duties

of  a commission principal,  except for rights provided by paragraph 2

of Article 941 of the present Code.

     In cases when a statute allows for conducting of some transaction

by specially authorized persons only,  the contract  of  subcommission

may be made with such a person only.

     2. Until the termination of the contract  of  commission  agency,

the commission principal shall not have the right to enter into direct

relations with the subcommission agent,  unless otherwise provided  by

the  contract  between  the  commission  principal  and the commission

agent.

     Article 930. Price for Property Sold by the Commission Agent

     The price for property sold by the commission agent shall be  de-

termined  by the agreement with the commission principal unless other-

wise provided by a statute,  other legal acts or the contract of  com-

mission agency.

     Article 931.  Deviation  from  the Instructions of the Commission

Principal

     1. The commission agent shall have the right to deviate from  the

instructions  of the commission principal in cases provided by Article

926 of the present Code.

     2. A  commission agent who has sold property at a price less than

that agreed with the commission principal shall have the obligation to

compensate  the  latter for the difference unless it shows that it did

not have the possibility of selling the property at the  agreed  price

and  that  sale  at a lower price avoided even greater losses and also

show that it did not have the  possibility  of  obtaining  preliminary

consent  of the commission principal for deviation from its instructi-

ons.

     3. If  a  commission  agent has bought property at a price higher

than that agreed with the commission principal, the commission princi-

pal, if it does not want to accept such a purchase, shall be obligated

to notify the commission agent of this  without  delay  after  receipt

from  it  of notice of the making of the transaction with a third per-

son.  Otherwise the purchase shall be considered accepted by the  com-

mission principal.

     If the commission agent has reported that the difference in price

will be covered at its expense, the commission principal shall not ha-

ve the right to refuse the transaction concluded for it.

     Article 932. Rights to Property That Are the Subject of Commissi-

on Agency

     1. Property  received by the commission agent from the commission

principal or obtained by the commission agent at the  expense  of  the

commission principal are owned by the commission principal.

     2. The commission agent shall have the right to  withhold  things

that are subject to transfer to the commission principal or to a third

person under the transaction made by the commission  agent  until  the

payment of amount due to it under contract of commission agency.

     3. In case of declaration of the commission principal  as  insol-

vent  (or bankrupt) this right of the commission agent shall be termi-

nated and its claims against the commission principal,  within the li-

mits  of  the value of things that it withheld,  shall be satisfied in

accordance with Articles 388-389 of the present Code equally with cla-

ims secured by pledge.

     Article 933.  Withholding  of  Amount  by the Commission Agent of

Amounts Due to the Commission Principal

     The commission agent shall have the right to withhold amounts due

to it under the contract of commission agency from all the amounts re-

ceived by it on account of the commission principal.

     Article 934. Liability of the Commission Agent for Loss of, Shor-

tage of, or Harm to the Property of the Commission Principal

     1. The commission agent is liable to the commission principal for

any ommission that has resulted in loss of, or harm to property of the

commission principal in the commission agent’s possession.

     2. If,  during the acceptance by the commission agent of property

sent  by  the commission principal or received by the commission agent

for the commission principal,  there are damages to or defects of this

property  that  may  be noticed on external inspection and also in the

case of the causing of harm by any person to the property of the  com-

mission  principal  that is in the possession of the commission agent,

the commission agent shall be obligated to take measures for the  pro-

tection  of the rights of the commission principal,  to gather the ne-

cessary proofs,  and to report on everything without delay to the com-

mission principal.

     3. The commission agent who has not insured property of the  com-

mission principal in its possession shall be liable for it only in the

cases when the commission principal has ordered it to insure the  pro-

perty or insurance of this property is compulsory by force of a statu-

te.

     Article 935. Report of the Commission Agent

     Upon performance of a delegated task the commission  agent  shall

be  obligated  to  present a report to the commission principal and to

transfer to it everything received under the  contract  of  commission

agency.  The commission principal, if it has objections to the report,

must communicate them to the commission agent within thirty days  from

the  day  of  receipt of the report unless a different period has been

established by the agreement of the parties. Otherwise, the report, in

the absence of a different agreement, shall be considered accepted.

     Article 936. Acceptance by the Commission Principal of Performan-

ce Under the Contract of Commission Agency

     The commission principal is obligated:

     - to  accept from the commission agent everything performed under

the delegated task;

     - to inspect property obtained for it by the commission agent and

to inform the latter without delay of defects found in this property;

     - to  provide  the commission agent with all necessary (to supply

goods to it,  to transfer monetary funds and etc) for the  performance

by  the  commission  agent  of obligations undertaken by it to a third

person in performance of the commission delegated

task.

     Article 937. Compensation for Expenditures for Performance of the

Commission Delegated Task

     The commission principal shall be obligated,  in addition to pay-

ment of the commission compensation,  and in appropriate cases supple-

mentary compensation for del credere agency to compensate the  commis-

sion agent for amounts spent by it in performance

of the commission delegated task.

     The commission agent shall not have the right to compensation for

expenditures for storage of property of the  commission  principal  in

its  possession unless established otherwise in a statute or the cont-

ract of commission agency.

     Article 938. Cancellation of the Commission Delegated Task by the

Commission Principal

     1. The  commission  principal shall have the right at any time to

cancel the delegated task given to the commission agent.  Damages cau-

sed  to the commission agent by the cancellation of the delegated task

shall be subject to compensation.

     2. In case of cancellation of the delegated task,  the commission

principal shall be obligated to dispose of the property in  possession

of the commission agent within one month from the time of cancellation

of the delegated task unless the contract provides for  another  term.

If the commission principal does not perform this obligation, the com-

mission agent shall have the right either to deposit the property  for

storage  or to sell it at the price that is the most advantageous pos-

sible for the commission principal.

     Article 939.  Withdrawal by the Commission Agent from Performance

of the Delegated Task

     1. The commission agent shall not have the right, unless otherwi-

se provided by the contract, to withdraw from performance of the dele-

gated  task undertaken by it,  with the exception of the case when the

breach by the commission principal of its obligations entails the  im-

possibility  to perform the delegated task in accordance with the com-

mission principal,s instructions or the impossibility to  perform  the

delegated task arises due to other circumstances for which the commis-

sion agent does not answer.

     The commission  agent shall be obligated to notify the commission

principal of its withdrawal and to take measures for the  preservation

of the property of the commission principal.

     Being notified of the withdrawal by the commission agent from the

performance of the delegated task,  the commission principal must dis-

pose of its property that is in the control of  the  commission  agent

during  one  month  from the day of receipt of the notice,  unless the

contract has established a different term. If it does not perform this

obligation,  the  commission agent shall have the right to deposit the

property for storage or to sell it at the price that is the  most  ad-

vantageous possible for the commission principal.

     2. The commission agent that has withdrawn from performance of  a

delegated  task  due  to the breach by the commission principal of its

obligations shall retain its right to commission compensation  and  to

the reimbursement of expenses incurred.

     3. Unless the contract of commission agency provides otherwise, a

commission  agent  who  has  withdrawn from performance of a delegated

task shall retain the right to commission compensation for  transacti-

ons made by it until the termination of the contract and also for com-

pensation for the expenditures borne up to this time.

     Article 940. Termination of the Contract of Commission Agency

     In addition to general bases,  the contract of commission  agency

shall be terminated also as a result of:

     a) withdrawal by the commission principal from performance of the

contract;

     b) withdrawal by the commission agent  from  performance  of  the

contract;

     c) death of the commission agent,  recognition of him as  lacking

dispositive capacity,  of limited dispositive capacity, missing or in-

solvent.


CHAPTER 48.
ENTRUSTED ADMINISTRATION OF PROPERTY

     Article 941. The Contract of Entrusted Administration of Property

     1. Under the contract of entrusted administration of property one

party (the founder of the administration) transfers to the other party

(the entrusted administrator) for a defined term property into entrus-

ted  administration  and the other party is obligated to conduct admi-

nistration of this property in the interests of the founder of the ad-

ministration or of a person indicated by it (the beneficiary).

     The transfer of property into entrusted administration  does  not

entail  the  transfer of the right of ownership to it to the entrusted

administrator.

     2. In  conducting entrusted administration of property,  the ent-

rusted administrator shall have the right to conduct with  respect  to

this property,  in accordance with the contract of entrusted administ-

ration, any legal or factual actions in the interests of the benefici-

ary.

     A statute or contract may provide for limitations with respect to

individual actions for the entrusted administration of property.

     3. The entrusted administrator shall make transactions with  pro-

perty transferred into entrusted administration in its own name, indi-

cating that it is acting as  such  an  administrator.  This  condition

shall  be  considered observed if on conducting the actions not requi-

ring written formalization the other party is informed that  they  are

being made by an entrusted administrator in such capacity and in writ-

ten documents after the name or designation of the entrusted administ-

rator the notation, ,D.U.,, is made.

     In the absence of an indication of the action of an entrusted ad-

ministrator in this capacity, the entrusted administrator shall be ob-

ligated to third persons personally and shall answer to them only with

the property belonging to it.

     Article 942. Object of Entrusted Administration

     1. Enterprises and other property systems, individual objects re-

lated to immovable property, securities, commercial paper, rights con-

firmed by undocumented securities, exclusive rights, and other proper-

ty may be objects of entrusted administration.

     2. Property  in  economic  management or operative administration

may not be transferred into entrusted administration.

     Article 943.  Bases for Instituting the Entrusted  Administration

of Property

     The entrusted  administration  of property shall be instituted on

the basis of:

     a) a  contract  of entrusted administration of property concluded

between the founder and the entrusted administrator;

     b) a will where the executor of the will (the entrusted administ-

rator) is appointed;

     c) court decision;

     d) decision taken the body of guardianship and  curatorship  con-

cerning the establishment of guardianship over the property of a ward;

     e) other legal facts in cases provided by a statute.

     Article 944. Subjects of the Entrusted Administration of Property

     1. The founder of the entrusted administration is:

     1) the owner of the property;

     2) a person to whom the right of lifetime inherited possession of

a land parcel belongs;

     3) an authorized state agency - with respect to property  in  the

state ownership;

     4) a notary,  body of guardianship and curatorship,  court or any

other authorized body in the cases provided by a statute.

     2. The entrusted administrator may be:

     1) a citizen;

     2) a legal person.

     A person may be appointed an  entrusted  administrator  with  its

consent only.

     3. The entrusted administrator may not be the  beneficiary  under

the contract of entrusted administration of property.

     Article 945.  Essential  Terms of the Contract of Entrusted Admi-

nistration of Property

     1. The contract of entrusted administration of property must  in-

dicate:

     - the list of the property transferred into entrusted administra-

tion under a contract;

     - the designation of the beneficiary;

     - terms for reports by the entrusted administrator;

     - a person entitled to receive the property in case of terminati-

on of the entrusted administration;

     - the amount and form of compensation to the administrator.

     In case of absence of the above conditions the contract shall not

be considered concluded.

     2. The  contract  of  entrusted administration of property may be

made for a term not exceeding five years.  In the absence of a  state-

ment  of  one  of  the parties on the termination or the change of the

contract, at the end of the term of its effectiveness it shall be con-

sidered  extended  for the same term and on the same conditions as was

provided by the contract.

     For individual types of property transferred into entrusted admi-

nistration,  a statute may establish other time limits for  which  the

contract may be made.

     Article 946.  Form of the Contract of Entrusted Administration of

Property

     1. The contract of entrusted administration of property  must  be

made in written form.

     2. The contract of entrusted administration of immovable property

must be made in the form and by procedure provided for the contract of

alienation of immovable property.

     3. Nonobservance  of  the form of the contract of entrusted admi-

nistration of property or absence of  the  registration  of  immovable

property shall entail the invalidity of the contract.

     Article 947.  Segregation  of Property That is in Entrusted Admi-

nistration

     1. Property transferred into entrusted  administration  shall  be

segregated  from  other  property of the founder of the administration

and also from the property of the entrusted administrator.  This  pro-

perty shall be reflected for the entrusted administrator on a separate

balance sheet;  independent accounting shall be maintained for it. For

payments  for the activity connected with entrusted administration,  a

separate bank account shall be opened.

     2. Levy  of execution for debts of the founder of the administra-

tion on property transferred by it into  entrusted  administration  is

not  allowed,  with the exception of the insolvency (or bankruptcy) of

this person.

     Article 948.  Entrusted Administration of  Property  Burdened  by

Rights of Third Persons

     1. Before making the contract the entrusted administrator must be

informed of the fact that the property transferred to it into  entrus-

ted administration is burdened by rights of third persons.

     In case of breach of this condition,  the entrusted administrator

shall  have the right to demand the recognition of the contract as in-

valid,  compensation for actual damage and payment of the proportional

compensation.

     2. If the property transferred into entrusted administration  be-

came  burdened by the right of third persons after making of the cont-

ract and the entrusted administrator was not notified of it in a  rea-

sonable time,  it shall have the right to demand the rescission of the

contract of entrusted administration, compensation to it of actual da-

mage and payment of the proportional compensation.

     Article 949. Rights and Duties of the Entrusted Administrator

     1. The  entrusted administrator shall make in its name transacti-

ons concerning the property transferred into entrusted  administration

with  an obligatory indication that it acts in the capacity of such an

administrator.  In the absence of such indication the entrusted  admi-

nistrator  shall be obligated personally to third persons and shall be

liable to them only with the property belonging to it.

     2. The  rights obtained by the entrusted administrator as the re-

sult of actions for the entrusted administration of property shall  be

included  in the system of the property transferred into entrusted ad-

ministration. Obligations that have arisen as the result of such acti-

ons  of  the entrusted administrator shall be performed at the expense

of this property.

     3. The  entrusted  administrator shall have the right to alienate

and to pledge the property transferred into  entrusted  administration

only in cases when this is provided by the contract of entrusted admi-

nistration.

     4. The  entrusted  administrator shall present the founder of the

administration and the beneficiary with a report on its activity  wit-

hin  the  times and by the procedure that are established by the cont-

ract of entrusted administration of property.

     Article 950. Transfer of Entrusted Administration of Property

     1. The entrusted administrator shall conduct entrusted  administ-

ration  of property personally with the exception of cases provided by

Paragraph 2 of the present Article.

     2. The  entrusted  administrator  may authorize another person to

take,  in the name of the entrusted administrator,  actions  necessary

for the administration of the property, if it is empowered to do so by

the contract of entrusted administration of property or if it has  re-

ceived  the  consent  of the founder in written form to do so,  or was

compelled to do so by force of circumstances for the  safeguarding  of

the  interests of the founder of the administration or the beneficiary

and does not have the possibility of receiving instructions of the fo-

under of the administration in a reasonable time.

     The entrusted administrator shall be liable for the actions of an

authorized person selected by it as for its own actions.

     Article 951. Liability of the Entrusted Administrator

     1. The  entrusted  administrator who has not employed in the ent-

rusted administration of property the necessary care for the interests

of  the  beneficiary  or the person to whom the property belongs under

the right of ownership or the right of lifetime  inherited  possession

shall  compensate the beneficiary for lost profit for the time of ent-

rusted administration of property and also for the damages  caused  by

the loss of, harm to, or shortage of property, taking into account its

natural wear.

     2. In  case  of improper conducting of administration of property

the person to whom the property belongs under the right  of  ownership

or  the right of lifetime inherited possession may bring a suit to co-

urt on the termination of the entrusted administration and compensati-

on for damages. .

     3. A transaction that has been made by the entrusted  administra-

tor with a violation of limitations established for it shall be recog-

nized as valid if third persons involved in such a transaction did not

know and should not have known of these limitations. In such cases the

entrusted administrator shall bear liability provided by  Paragraph  1

of the present Article.

     4. The entrusted administrator shall bear subsidiary liability to

third  persons with its personal property for damages caused by impro-

per actions related to the administration of property.

     Article 952. Compensation to the Entrusted Administrator

     The entrusted administrator shall have the right to the compensa-

tion  provided by the contract of entrusted administration of property

and also to compensation of the necessary expenses made by it  in  the

entrusted  administration  of  property at the expense of the property

transferred into entrusted administration or income from  the  use  of

this property.

     Article 953. Termination of the Contract of Entrusted Administra-

tion of Property

     1. In addition to general bases for termination  of  obligations,

the contract of entrusted administration of property shall be termina-

ted as the result of:

     1) statement  by  one  of  the  parties on the termination of the

contract in connection with the expiration of the term  of  the  cont-

ract;

     2) the death of a citizen who is the beneficiary or the  liquida-

tion  of  a  legal  person that is the beneficiary unless the contract

provides otherwise;

     3) a refusal by the beneficiary to receive the benefits under the

contract unless the contract provides otherwise;

     4) death of a citizen who is the entrusted administrator,  recog-

nition of it as lacking dispositive capacity,  of limited  dispositive

capacity,  insolvent  or missing;  the liquidation of the legal person

that is the entrusted administrator or its recognition as insolvent;

     5) withdrawal  by  the  entrusted administrator or the founder of

the administration from the conduct  of  entrusted  administration  in

connection  with  the impossibility for the entrusted administrator to

personally conduct the entrusted administration of

the property;

     6) withdrawal by the founder of the administration from the cont-

ract on the condition of payment to the entrusted administrator of the

compensation provided by the contract;

     7) insolvency of the owner of property;

     8) rescission of the contract by a court decision in case of imp-

roper performance by the entrusted administrator of its obligations;

     9) on other bases provided by a statute or the contract.

     2. In case of termination of  the  entrusted  administration  the

property  that  is in entrusted administration shall be transferred to

the person to whom it belongs under the right of ownership unless  the

contract provides otherwise.

     3. In  case of termination of a contract of entrusted administra-

tion upon the initiative of one of the parties,  the other party  must

be  informed  of this at least three months before the termination un-

less the contract provides for another period .

     Article 954. Transfer of Securities or Commercial Paper into Ent-

rusted Administration

     In case  of  transfer of securities or commercial paper into ent-

rusted administration,  provision may be made for the combining of the

securities  or commercial paper transferred into entrusted administra-

tion by various people.

     The powers  of the entrusted administrator for the disposition of

the securities or commercial paper shall be determined in the contract

of entrusted administration.

     The peculiarities of entrusted administration  of  securities  or

commercial paper shall be determined by a statute.

     The rules of the present Article shall be applied respectively to

rights  confirmed  by undocumented securities or commercial paper (Ar-

ticle 163).

     Article 955. Entrusted Administration of Property on Bases Provi-

ded by a Statute

     1. Entrusted administration of property may also be instituted:

     - as the consequence of the necessity of continual administration

of  the  property of a ward in the cases provided by Article 39 of the

present Code;

     - on the basis of a will in which there is named a person to exe-

cute the will (the executor);

     - on other bases provided by a statute.

     2. The rules provided by the present  Chapter  shall  be  applied

respectively  to  relations  for  entrusted administration of property

instituted on the bases indicated in Paragraph 1 of the present Artic-

le unless otherwise provided by a statute or

follows from the nature of such relations.

     In cases  when the entrusted administration of property is insti-

tuted on the bases indicated in Paragraph 1 of  the  present  Article,

the  rights of the founder of the administration provided by the rules

of the present Chapter belong respectively to the agency of guardians-

hip  and tutelage,  to the person executing the will (the executor) or

to another person indicated in a statute.

     CHAPTER 49. FRANCHISE

     Article 956. The Contract of Franchise

     1. Under the contract of franchise one party (the franchisor)  is

obligated to provide the other party (the franchisee) for compensation

for a term or without an indication of a term the right to use in  the

entrepreneurial  activity  of  the  franchisee  a  system of exclusive

rights belonging to the franchisor, including the right to a firm name

and/or commercial designation of the franchisor,  to protected commer-

cial information, and also to other objects of exclusive rights provi-

ded by the contract,trademark, service mark, etc.

     2. The contract of franchise provides for the use of  the  system

of exclusive rights, business reputation, and commercial experience of

the franchisor in a determined volume (in particular  with  an  estab-

lishment of a minimum and/or maximum volume of use), with an indicati-

on or without an indication of the territory of use with respect to  a

defined  area of entrepreneurial activity (sale of goods received from

the franchisor or produced by the franchisee,  conduct of other  trade

activity, performance of work, rendering of services).

     3. Commercial organizations and citizens registered as individual

entrepreneurs may be parties under a contract of franchise.

     Article 957.  The Form and Registration of the Contract of Franc-

hise

     1. The contract of franchise must be made in written form.

     Nonobservance of  the  written  form of the contract shall entail

its invalidity. Such a contract shall be considered void.

     2. A contract of franchise shall be registered by the agency that

conducted the registration of a legal person or individual entreprene-

ur acting under the contract as the franchisor.

     If the franchisor is registered as a legal person  or  individual

entrepreneur  in  a  foreign  state,  registration  of the contract of

franchise shall be conducted by the agency that conducted the  regist-

ration  of  the  legal  person  or individual entrepreneur that is the

franchisee.

     The contract of franchise for the use of an object  protected  in

accordance  with  patent  legislation shall be subject to registration

also in the patent agency.  In case of nonobservance of this  require-

ment, the contract shall be considered void.

     Article 958. Commercial Subfranchise

     1. A contract of franchise may  provide  for  the  right  of  the

franchisee  to permit other persons the use of the system of exclusive

rights or part of this system that was granted to it on the conditions

of  subfranchise  agreed  by  it with the franchisor or defined in the

contract of franchise.  The contract may provide for an obligation  of

the franchisee to grant during a defined period to a defined number of

persons the right of use of these rights on the  conditions  of  subf-

ranchise.

     The contract of subfranchise may not be made for  a  term  longer

than the contract of franchise on the basis of which it was made.

     2. If the contract of franchise is invalid,  contracts  of  subf-

ranchise made on the basis of it shall also be invalid.

     3. Unless otherwise provided by the contract  of  franchise  made

for a term,  in case of its early termination the rights and duties of

the secondary franchisor  under  the  contract  of  subfranchise  (the

franchisee under the contract of franchise) shall pass to the franchi-

sor unless it has renounced the taking for itself of  the  rights  and

obligations under this contract.  This rule shall be applied respecti-

vely in case of rescission of a contract of franchise made without  an

indication of the term.

     4. The franchisee shall bear subsidiary liability for harm caused

to  the  franchisor by the actions of the secondary franchisees unless

otherwise provided by the contract of franchise.

     5. The  rules  provided by the present Chapter on the contract of

franchise shall be applied to the contract of subfranchise unless  ot-

herwise follows from the peculiarities of subfranchise.

     Article 959. Compensation Under the Contract of Franchise

     Compensation under  the  contract of franchise may be paid by the

franchisee to the franchisor in the form of fixed one-time or periodic

payments, transfers from receipts, extra charges on the wholesale pri-

ce of the goods transferred by the franchisor for resale,  or in anot-

her form provided by the contract.

     Article 960. Obligations of the Franchisor

     1. The franchisor is obligated:

     - to transfer to the franchisee technical and commercial documen-

tation  and  to  provide other information necessary to the franchisee

for the realization of the rights provided to it under the contract of

franchise and also to instruct the franchisee and its employees on qu-

estions connected with the realization of these rights;

     - to  issue the franchisee the licenses provided by the contract,

having ensured their formalization by the established procedure.

     2. If  the contract of franchise does not provide otherwise,  the

franchisor is obligated:

     - to ensure the registration of the contract of franchise (Parag-

raph 2 of Article 972);

     - to  provide the franchisee with continual technical and consul-

ting support,  including support in the training and  raising  of  the

skills of employees;

     - to supervise the quality of the goods (or of labor or of servi-

ces)  produced (or performed or rendered) by the franchisee on the ba-

sis of the contract of franchise.

     Article 961. Obligations of the Franchisee

     Taking into account the nature and peculiarities of the  activity

conducted  by  the  franchisee  under  the contract of franchise,  the

franchisee is obligated:

     - to  use,  in  the conduct of the activity provided by the cont-

ract, the firm name and/or commercial designation of the franchisor in

the manner indicated in the contract;

     - to ensure the correspondence of the quality of the goods produ-

ced by it on the basis of the contract, of work performed, of services

rendered to the quality of the analogous  goods,  work,  or  services,

produced, performed, or rendered directly by

the franchisor;

     - to  observe  the  instructions and directions of the franchisor

directed at ensuring the correspondence of the nature, means, and con-

ditions  of the use of the system of exclusive rights to that which it

enjoys as the franchisor,  including instructions involving the exter-

nal  and internal appearance of commercial premises used by the franc-

hisee in the exercise of the rights provided to it by the contract;

     - to  render  the  buyers  (or customers) all additional services

that they could expect, obtaining (or ordering) goods (or work or ser-

vices) directly from the franchisor;

     - not to divulge secrets of production of the franchisor or other

confidential commercial information received from it;

     - to provide the agreed number of subfranchises if such an  obli-

gation is provided by the contract;

     - to inform the buyers (or customers) by the method most  obvious

for them that it is using the firm name, commercial designation, trade

mark, service mark, or other means of individualization by virtue of a

contract of franchise.

     Article 962.  Limitations  of the Rights of the Parties Under the

Contract of Franchise

     1. A contract of franchise may provide  for  limitations  of  the

rights of the parties under this contract; in particular it may provi-

de for:

     an obligation of the franchisor not to provide other persons with

similar systems of exclusive rights for their use on the territory at-

tached to the franchisee or to refrain from its own analogous activity

on this territory;

     an obligation  of the franchisee not to compete with the franchi-

sor on the territory to which the effect of the contract of  franchise

extends  with  respect  to  entrepreneurial  activity conducted by the

franchisee with the use of exclusive rights belonging to the  franchi-

sor;

     a renunciation by the franchisee of the receipt under  the  cont-

racts  of franchise of analogous rights from competitors (or potential

competitors) of the franchisor;

     an obligation  of  the franchisee to agree with the franchisor on

the place of location of commercial premises used for the  realization

of  the exclusive rights provided under the contract and also on their

external and internal appearance.

     2. Limiting terms may be found invalid on the demand of the anti-

monopoly agency or other interested person, if these terms, taking in-

to  account the condition of the relevant market and economic position

of the parties, violate antimonopoly legislation.

     Article 963.  Liability of the Franchisor for Claims Made Against

the Franchisee

     The franchisor  shall  bear  subsidiary liability for claims made

against the franchisee on the nonconformity of the quality of the  go-

ods  (or  work  or  services)  sold  (or performed or rendered) by the

franchisee under the contract of franchise. On claims made against the

franchisee  as  the producer of products (or goods) of the franchisor,

the franchisor shall be liable jointly and severally with the franchi-

see.

     Article 964.  Right of the Franchisee to Conclude the Contract of

Franchise for a New Term

     1. A franchisee who has properly fulfilled its obligations  shall

have the right,  on the expiration of the term of a contract of franc-

hise, to conclude a contract for a new term on the same conditions.

     2. The  franchisor  shall  have the right to refuse to conclude a

contract of franchise for a new term  on  the  condition  that  during

three  years from the day of expiration of the term of the given cont-

ract it will not conclude with other persons  analogous  contracts  of

franchise  nor agree on the making of analogous contracts of subfranc-

hise whose effect would extend to the same territory on which the ter-

minated contract was in effect. In the case when before the terminati-

on of the three-year term,  the franchisor wishes to  provide  someone

the  same rights as were provided to the franchisee under the termina-

ted contract,  it is obligated to propose to the franchisee the making

of a new contract.

     Article 965. Change of the Contract of Franchise

     The contract  of  franchise may be changed in accordance with the

rules provided by Chapter 27 of the present Code.

     Article 966. Termination of the Contract of Franchise

     1. Each of the parties to a contract of franchise made without an

indication of a term shall have the right at any time to withdraw from

the contract,  having informed the other party of this six  months  in

advance, unless the contract provides a longer term.

     2. Early rescission of a contract of franchise made with an indi-

cation of a term and also rescission of a contract made without an in-

dication of a term are subject to registration by the procedure estab-

lished by Paragraph 2 of Article 972 of the present Code.

     3. In case of termination of the rights belonging to the franchi-

sor to a firm name or commercial designation without their replacement

with the new analogous rights, the contract of franchise shall be ter-

minated.

     4. Upon declaration of the franchisor or franchisee as  insolvent

(or bankrupt), the contract of franchise shall be terminated.

     Article 967.  Maintenance  of  the Contract of Franchise in Force

Upon Change of the Parties

     1. The transfer to another person of any exclusive right included

in the system of exclusive rights transferred to the franchisee is not

a basis for change or rescission of the contract of franchise. The new

franchisor becomes a party to this contract with respect to the rights

and obligations relating to the transferred exclusive right.

     2. In case of the death of the franchisor,  his rights and duties

under the contract of franchise pass to the heir  upon  the  condition

that he is registered or,  in the course of six months from the day of

opening the inheritance, will be registered as an individual entrepre-

neur. In the contrary case the contract shall be terminated.

     The realization of the rights and the performance of  the  duties

of  the  deceased  franchisor  until the adoption by the heir of these

rights and duties or until the registration of the heir as an  indivi-

dual  entrepreneur shall be conducted by an administrator appointed by

a notary.

     Article 968. Consequences of Changing the Firm Name or Commercial

Designation of the Franchisor

     In case of change by the franchisor of its firm name or commerci-

al designation, the right to use of which is included in the system of

exclusive  rights,  the  contract of franchise shall be effective with

respect to the new firm name or commercial designation of the franchi-

sor unless the franchisee demands rescission of the contract.

     Article 969.  Consequences  of  Termination of an Exclusive Right

the Use of Which Was Granted under the Contract of Franchise

     If, during the term of effectiveness of a contract of  franchise,

the  period  of  effectiveness of an exclusive right has expired whose

use was granted under this contract,  or this right has terminated  on

another  basis,  the contract of franchise shall continue to be in ef-

fect with the exception of the provisions relating to  the  terminated

right,  and the franchisee, unless otherwise provided by the contract,

shall have the right to demand the proportional reduction of the  com-

pensation due to the franchisor.

     In case of termination of the rights belonging to the  franchisor

to a firm name or commercial designation, the consequences shall ensue

that are provided by Paragraph 2 of Article 981.

     CHAPTER 50. STORAGE

     1. General Provisions on Storage

     Article 970. The Contract of Storage

     1. Under the contract of storage, one party (the bailee) is obli-

gated to keep a thing transferred to it by the other party  (the  bai-

lor), and to return this thing in preserved condition.

     2. The contract of storage is recognized to have been  made  from

the time of the transfer of the thing for storage.

     Article 971. The Contract on Acceptance of Things for Storage

     1. A  bailee  who conducts storage as an entrepreneurial activity

or any other professional activity may undertake an  obligation  under

the  contract  to  accept bailor,s things for storage and to store the

things transferred by the bailor in accordance with the rules provided

by the present Chapter.

     2. However,  a bailor who has not transferred a thing for storage

at  the time provided by the contract shall bear liability to the bai-

lee for the damages caused in connection with the failure of the  sto-

rage  to  occur unless otherwise provided by a statute or the contract

of storage.  The bailor shall be freed from the liability for not  ha-

ving transferred the thing for storage if it informs the bailee of its

refusal of the bailee’s services in a reasonable time.

     3. Unless otherwise provided by the contract of storage, the bai-

lee shall be freed from the obligation to accept the thing for storage

in the case when the thing is not given to it within the period of ti-

me provided by the contract;  and if such period of time is not estab-

lished  ,  at the expiration of six months from the date of making the

contract.

     Article 972. Form of the Contract of Storage

     1. In the cases when the contract of storage must be made in  the

written  form (Article 186),  the written form shall be considered ob-

served if the acceptance of the thing for storage is confirmed by  the

bailee  by  the issuance to the bailor of a storage receipt,  receipt,

certificate, or other document signed by the bailor.

     2. The  observance  of the written form of the contract shall not

be required if a thing was transferred for  storage  in  extraordinary

situations (fire,  natural disaster, sudden illness, threat of attack,

etc.).

     3. The contract of storage may be made by means of issuing a num-

bered token (or number) or other  symbol  evidencing  the  receipt  of

things  for  storage  if such a form of confirmation of the receipt of

things for storage is permitted by legislation or is usual for such  a

type of storage.

     4. In case of dispute over the identity of  the  things  accepted

for storage and the things returned by the bailee it is allowed to re-

ly upon witness statements.

     Article 973. The Obligation to Accept a Thing for Storage

     A person that conducts storage at warehouses (in chambers,  buil-

dings)  of common use as an entrepreneurial activity or any other pro-

fessional activity shall not have the right to refuse to make a  cont-

ract  of storage.  All contracts subject to making in such cases shall

be considered public contracts (Article 458).

     Article 974. Term of Storage

     The bailee is obligated to keep the thing during the term  provi-

ded by the contract of storage. If the term of storage is not provided

by the contract and cannot be determined on the basis of its  provisi-

ons, the bailee is obligated to keep the thing until the demand for it

by the bailor and the reimbursement of expenses incurred additionally.

     Article 975. Storage of a Thing With Loss of Identity

     Things accepted for storage from one bailor  may  be  mixed  with

things of the same kind and quality of other bailors. An equal quanti-

ty or a quantity agreed upon by the parties of things of the same type

and quality shall be returned to the bailor.

     Article 976.  Obligation of the Bailee to Ensure the Preservation

of the Thing

     1. The bailee is obligated to take all measures provided  by  the

contract  of  storage  and also other necessary measures to ensure the

preservation of the thing transferred for storage.

     If storage is conducted without compensation, the bailee is obli-

gated to care for the things accepted for storage not  less  than  for

its own things.

     2. The bailee is obligated to return to the bailor or to any  ot-

her person designated by the bailor as a recipient the same thing that

was given to him for storage unless the contract provides for  storage

with loss of identity (Article 990).

     3. The things must be returned in same condition in which it  was

accepted  for storage taking into account its natural worsening or na-

tural decrease.

     4. Simultaneously with the return of the thing,  the bailee shall

be obligated to transfer the fruits and  income  received  during  its

storage unless otherwise provided by the contract of storage.

     Article 977. Use of a Thing Transferred for Storage

     The bailee shall not have the right without the  consent  of  the

bailor  to  use  the  thing transferred for storage nor to provide the

possibility for its use to third persons with the exception of the ca-

se when the use of the stored thing is necessary for ensuring its pre-

servation.

     Article 978. Changing the Conditions of Storage

     1. The bailee shall be obligated to notify the bailor of the  ne-

cessity  to  change the conditions of storage of a thing without delay

and to await its answer.

     2. If there is a danger of loss of, or harm to the thing, the ba-

ilee shall have the right to change the method and  place  of  storage

provided  by  the  contract  without awaiting the answer of the bailor

(paragraph 1 of the present Article).

     ***3. If during the time of storage the thing was subject to spo-

ilage,  or other circumstances have arisen not allowing to ensure  its

preservation and the taking of measures by the bailor cannot be expec-

ted, the bailee shall have the right, its expenditures for sale at the

expense of the purchase price.

     Article 979. Transfer of Things For Storage to a Third Person

     1. Unless  legislation or the contract of storage provides other-

wise,  the bailee does not have the right without the consent  of  the

bailor  to transfer the thing for storage to a third person,  with the

exception of cases when it is compelled to this by force  of  circums-

tances  in the interests of the bailor and is deprived of the possibi-

lity of obtaining its consent.

     The bailee  shall be obligated to notify the bailor without delay

of the transfer of the thing for storage to a third person.

     2. The bailor shall answer for the actions of the third person to

whom it transferred the thing for storage.

     Article 980. Compensation for Storage

     1. Compensation for storage must be paid to the bailee at the end

of the storage and,  if payment for storage is provided by periods, it

must be paid in respective parts at the expiration of each period.

     2. In  case  of  delay of payment of compensation for storage for

more than half of the period for which it should have been  paid,  the

bailee  shall  have the right to refuse to perform the contract and to

demand from the bailor the immediate removal of  the  thing  submitted

for storage.

     3. If storage is terminated before the expiration of  the  agreed

term  due  to  circumstances for which the bailee does not answer,  it

shall have the right to a proportional part of the  compensation,  and

in  the case provided by Paragraph 1 of Article 996 of the present Co-

de, to the whole amount of compensation.

     If storage is terminated early due to circumstances for which the

bailee answers, it shall not have the right to demand compensation for

storage  and  must  return the amounts received at the expense of this

compensation to the bailor.

     4. If,  at the expiration of the term of storage,  the thing that

is in storage is not taken back by the bailor, the bailor shall be ob-

ligated to pay the bailee proportional compensation for further stora-

ge of the thing.  This rule shall be applied also in the case when the

bailor  is  obligated  to take back the thing before the expiration of

the term for storage.

     5. The  rules  of the present Article shall be applied unless the

contract of storage provides otherwise.

     Article 981. Storage of Things With Dangerous Qualities

     Things that are easily inflammable,  present danger of explosion,

or in general are dangerous by their nature,  if the bailor,  in their

submission for storage,  did not warn the bailee of  these  qualities,

may at any time be rendered harmless or destroyed by the bailee witho-

ut compensation of damages to the bailor.  The bailor shall answer for

the  damages  caused  in connection with the storage of such things to

the bailee and to third persons.

     Article 982. Compensation of Expenses for Storage

     1. Unless otherwise provided by the contract of storage,  the ex-

penditures  of the bailee for storage of the thing are included in the

compensation for storage.  It is assumed that  extraordinary  expenses

shall  not  be  included into the amount of the compensation or in the

composition of expenses provided by the contract.

     2. In  case of storage without compensation,  the bailor shall be

obligated to reimburse the bailee for necessary expenditures that have

been actually incurred.

     Article 983. Taking Back of the Thing by the Bailor

     1. The bailor shall be obligated to take back the thing transfer-

red for storage upon expiration of the term of storage provided by the

contract.

     2. If the bailor evades from taking back  the  thing  transferred

for storage the bailee shall have the right, unless otherwise provided

by the contract of storage independently to sell the thing and if  the

value of the thing exceeds fifty times the monthly minimum wage estab-

lished by a statute,  to sell it by the procedure provided by Articles

480 of the present Code.

     The amounts obtained from the sale of the thing shall  be  trans-

ferred to the bailor less the amounts due to the bailee.

     Article 984. Extraordinary Expenditures for Storage

     1. Expenditures  for storage of a thing that exceed the usual ex-

penditures of such type and that the parties could not foresee at  the

making  of  the contract of storage (extraordinary expenditures) shall

be reimbursed to the bailee if the bailor gave consent to these expen-

ditures  or  ratified them later and also in other cases provided by a

statute, other legal acts, or the contract.

     2. In  case of necessity to make extraordinary expenditures,  the

bailee shall be obligated to ask the bailor for consent for these  ex-

penditures.  If the bailor does not communicate its non-consent in the

period indicated by the bailee or in the course of time  normally  ne-

cessary for an answer,  it shall be considered that it consents to the

extraordinary expenditures.

     In the  case  when the bailee has made extraordinary expenditures

for storage without having received preliminary consent for these  ex-

penditures from the bailor,  although by the circumstances of the case

this was possible and the bailor has not later ratified them, the bai-

lee may demand compensation for extraordinary expenditures only within

the limits of the harm that might have been caused  to  the  thing  if

these expenditures had not been made.

     3. Unless otherwise provided by the contract of storage, extraor-

dinary  expenditures  shall be compensated in addition to compensation

for storage.

     Article 985. Obligation of the Bailee to Return the Thing

     1. The bailee shall be obligated to return,  to the bailor or the

person  indicated  by  it  as  the recipient,  the same thing that was

transferred for storage, unless the contract provides for storage with

loss of identity (Article 990).

     2. The thing must be returned by the bailee in the same condition

in which it was received for storage,  taking into account its natural

worsening,  natural decrease, or other change as the result of its na-

tural qualities.

     3. Simultaneously with the return of the thing,  the bailee shall

be  obligated  to  transfer  the fruits and income received during its

storage unless otherwise provided by the contract of storage.

     Article 986. Liability of the Bailee for Loss of, Shortage of, or

Harm to a Thing

     1. The bailee shall be liable for loss of,  shortage of,  or harm

to things accepted for storage on the bases provided by Chapter 24  of

the present Code.

     2. A bailee that conducts storage as an entrepreneurial  activity

or  any  other  professional activity (a professional bailee) shall be

liable for loss of,  shortage of,  or harm to things unless  it  shows

that the loss, shortage, or harm occurred as the result of:

     a) force majeure;

     b) qualities  of  the thing about which the bailee,  accepting it

for storage, did not know and should not have known; or

     c) as the result of the intent or gross negligence of the bailor.

     3. If the thing under storage has not been taken back  after  the

expiration  of the term of storage provided by the contract or the pe-

riod of time within which the bailor is obligated to  take  the  thing

back upon the request of the bailee (paragraph 1 Article 998), the ba-

ilee shall be liable for loss of,  shortage of,  or harm to this thing

only in presence of intent or gross negligence on its part.

     Article 987. Extent of Liability of the Bailee

     1. Damages caused to the bailor by the loss of,  shortage of,  or

harm to things shall be compensated by the bailee in  accordance  with

Article  423 of the present Code,  unless a statute or the contract of

storage provide otherwise.

     2. In case of uncompensated storage, damages caused to the bailor

by the loss of, shortage of, or harm to things shall be compensated:

     1) for loss and shortage of things,in the amount of the value  of

the lost or short things;

     2) for harm to things,in the amount by which their value was  re-

duced.

     3. In the case when,  as the result of harm for which the  bailee

answers,  the  quality of the thing has changed to such an extent that

it cannot be used for its primary purpose,  the bailor shall have  the

right  to refuse it and to demand from the bailee compensation for the

value of the thing and also for other damages, unless otherwise provi-

ded by a statute or the contract of storage.

     Article 988. Compensation for Damages Caused to the Bailee

     The bailor  shall  be  obligated to compensate the bailee for the

damages caused by the qualities of the thing submitted for storage  if

the  bailee,  when  accepting the thing for storage,  did not know and

should not have known of these qualities.

     Article 989. Termination of Storage on Demand of the Bailor

     The bailee shall be obligated on the demand of the bailor immedi-

ately  to return the thing accepted for storage,  even if the contract

provides for another time for the return.

     However, in such a case the bailor is obligated to compensate the

bailee for damages caused by an early termination  of  the  obligation

unless the contract provides otherwise.

     Article 990.  Application of General Provisions on Storage to In-

dividual Types of Storage

     The general provisions on storage (Articles  985-1004)  shall  be

applied to individual types of storage unless the rules on the indivi-

dual types of storage contained in Articles 1007-1026 of  the  present

Code, other statutes and legal acts establish otherwise.

     Article 991. Storage by Force of a Statute

     The rules  of the present Chapter shall be applied to obligations

of storage arising by force of a statute unless the statute has estab-

lished other rules.

     2. Individual Types of Storage

     Article 992. Storage in a Pawnshop

     1. Movable  things for personal use may be accepted from citizens

for storage in a pawnshop.

     2. The  contract  of storage in a pawnshop shall be formalized by

the issuance by the pawnshop of a named storage receipt.

     3. A  thing  submitted for storageяin a pawnshop shall be subject

to valuation by agreement of the parties in accordance with the prices

for things of such a type and the quality usually established in trade

at the time and in the place of their acceptance for storage.

     4. The  pawnshop  is  obligated to insure the things accepted for

storage for the use of the bailor at the pawnshop’s  expense  for  the

full  amount of their valuation made in accordance with Paragraph 3 of

the present Article.

     Article 993. Things Not Claimed from a Pawnshop

     1. If the bailor evades from taking  things  back,  the  pawnshop

shall be obligated to store it for three months.  At the expiration of

this period the unclaimed thing may be sold by  the  pawnshop  by  the

procedure established by Paragraph 2 of Article 998 of the present Co-

de.

     2. From the amount received from the sale of the unclaimed thing,

payment for its storage and other payments due to the  pawnshop  shall

be covered. The remainder of the amount shall be returned by the pawn-

shop to the holder of the storage receipt upon its presentation.

     Article 994. Storage of Valuables in a Bank

     1. A bank may accept for storage securities and commercial paper,

precious  metals  and stones,  and other expensive items and things of

value including documents.

     2. A contract of storage of valuables in a bank shall be formali-

zed by the issuance by the bank to the bailor of a named storage docu-

ment,  presentation of which shall be the basis for the release of the

stored valuables to the bailor.

     3. In  cases provided by the contract of storage (deposit) of se-

curities,  the bank shall take legally significant actions in relation

to  these securities (representation and etc.) in addition to ensuring

their preservation.

     4. Valuables  stored  by  the bank may be released by the bank to

the bailor or its representative upon presentation of a storage  docu-

ment.

     5. A contract of storage of valuables with the use of an  indivi-

dual  bank  safe (a safe deposit box or isolated premises for storage)

may be concluded by means of taking by the bank of actions  on  accep-

tance  of  valuables for storage and giving to the bailor of a key for

the safe,  a card identifying the bailor or any other symbol or  docu-

ment confirming the right of the bearer to access the safe and to take

valuables from it. Unless otherwise provided by the contract, the bai-

lor shall have the right at any time to take things from the safe,  to

put them back and to work with documents under storage. The bank shall

have  the  right  to keep records of taking and returning valuables by

the bailor.  If the bailor takes a part of valuables  from  the  safe,

including temporarily,  the bank shall bear liability for preservation

of the remaining part of valuables.  The rules established by the pre-

sent  Article for storage of valuables in a bank safe shall not extend

to cases when the bank provides its safe for the use of a third person

on conditions of property lease.

     Article 995. Storage in Check Rooms of Transport Organizations

     1. Check rooms that are under the management of transport organi-

zations shall be obligated to accept for storage the things of passen-

gers  and other citizens regardless of whether or not they have travel

documents. The contract of storage in check rooms of transport organi-

zations is a public contract (Article 458).

     2. In confirmation of the acceptance of things for storage  in  a

check  room (with the exception of automatic lockers) the bailor shall

be issued a receipt or a numbered token.

     3. The  amount of damages suffered by the bailor as the result of

loss of,  shortage of,  or harm to things deposited to the check  room

for storage shall be paid to the bailor within one day unless upon de-

positing the things for storage their evaluation has been conducted or

parties  came to an agreement concerning the amount of damages subject

to compensation.

     4. Things  may be deposited to check rooms for storage for within

the limits of periods established by special rules or an agreement  of

the  parties.  The  check  room shall be obligated to store things not

claimed within these periods for three months.  At the  expiration  of

this  period  the  unclaimed things may be sold and earnings from sale

shall be distributed in accordance with Article 1008  of  the  present

Code.

     5. In case of loss of the receipt or token the  things  submitted

to  the  check room for storage shall be given to the bailor upon pre-

sentation of proof that these things belongs to him.

     Article 996. Storage in Coatcheck of Organizations

     1. Storage in coatcheck of organizations is assumed to be without

compensation unless compensation for storage is agreed.

     2. In confirmation of the acceptance of things for storage in co-

atcheck  the  bailee shall issue to the bailor a numbered token or any

other symbol confirming the acceptance of the thing for storage.

     3. The  thing submitted to the coatcheck for storage shall be re-

leased to the person,  who presents a token.  The bailee shall not  be

obligated  to check the powers of the person who presents the token to

receive the thing.  However,  the bailee shall have the right to delay

the  return  of the thing to the person who presents the token,  if it

has doubts as to whether this token belongs to the person who presents

it.

     4. The bailee shall have the right to release the thing from  the

coatcheck even when the bailor lost its token but the fact of the sub-

mission by it of things to the coatcheck arouses no doubts of the bai-

lee or has been proved by the bailor.

     Article 997. Storage in a Hotel

     1. A  hotel  shall be liable as a bailee without a special agree-

ment for the loss of,  or harm to things placed in the  hotel  by  the

person living in it with the exception of money,  other currency valu-

ables, securities, and commercial paper except for cases when the loss

or harm occurred due to force-majeure,  properties of the thing itself

or by fault of the lodger himself, persons accompanying him or his vi-

sitors.

     A thing is considered to be put in the hotel if it  is  entrusted

to  employees of the hotel or is a thing placed in a hotel room or ot-

her place designated for it (hotel room, etc).

     2. A hotel shall answer for the loss of money, other currency va-

luables,  securities and commercial paper only on the  condition  that

they were accepted by the hotel for storage.

     3. A lodger who has discovered the loss of, or harm to its things

is obligated without delay to declare this to the hotel. Otherwise the

hotel shall be freed from liability for nonpreservation of the things.

     4. An  announcement  made by the hotel to the effect that it does

not accept liability for non-preservation of things  of  lodgers  does

not free it from liability.

     5. The rules of the present Article shall be  applied  correspon-

dingly with respect to the storage of things in motels, resorts, sana-

toria,  dormitories,  bathhouses, and other like organizations as well

as  in organizations that have special premises for the storage of ou-

terwear,  headdresses and other like things of citizens that visit the

organization.

     Article 998. Storage of Disputable Things (Sequestering)

     1. Under a contract of sequestering, two or several persons among

whom a dispute has arisen on the right to a thing transfer the  dispu-

table thing to a third person, who undertakes the obligation, upon re-

solution of the dispute,  to return the thing to the person to whom it

is  awarded  by decision of a court or by agreement of all the persons

involved in the dispute (contract sequestering).

     2. A  disputable  thing  may be transferred for storage by way of

sequestering by decision of a court (judicial sequestering).

     The bailee under judicial sequestering may be either a person de-

signated by the court or a person determined by  mutual  agreement  of

the parties involved in the dispute.  In both cases the consent of the

bailee shall be required, unless a statute provides otherwise.

     3. Both  movable and immovable things may be transferred for sto-

rage by way of sequestering.

     4. The bailee conducting the storage of a thing by way of seques-

tering shall have the right to compensation at the expense of  parties

involved  in  the dispute unless a contract or a decision of the court

that established the sequester provides otherwise.

     3. Storage at a Goods Warehouse

     Article 999. Goods Warehouse

     A goods warehouse is an organization conducting as entrepreneuri-

al activity the storage of goods and rendering services connected with

storage.

     Article 1000. The Contract of Warehouse Storage

     1. Under the contract of warehouse  storage,  a  goods  warehouse

(the  bailee) is obligated for compensation to store goods transferred

to it by a goods-possessor (the bailor),  and to return these goods in

preserved condition.

     2. The contract of warehouse storage shall be made in the written

form by means of issuance of warehouse documents (Article 1021).

     Article 1001.  Storage of Things With the Right of Disposition of

Them

     If from legislation,  or a contract it follows that a goods ware-

house may dispose of the goods submitted to it for storage,  the rules

on loan shall be applied to the relations of the parties, but the time

and  place  of return of the goods shall be determined by the rules on

storage.

     Article 1002. Obligations of a Goods Warehouse

     1. A  goods warehouse is obligated to observe the conditions (the

regime) of storage established  by  standards,  technical  conditions,

technological instructions, storage instructions, rules for storage of

individual types of goods, and other normative documents that are man-

datory for the warehouse.

     2. The goods warehouse,  upon the receipt of the goods for stora-

ge, shall be obligated at its expense to make an inspection of the go-

ods.

     3. The  goods  warehouse  shall  be  obligated to provide the go-

ods-possessor with the possibility of inspecting the goods or  samples

of them if storage is done with loss of identity,  to take samples and

to take measures necessary for ensuring the preservation of the goods.

     4. In the case when,  to ensure the preservation of the goods, it

is necessary to change the conditions of their storage  urgently,  the

goods warehouse shall have the right to take the necessary urgent mea-

sures independently.  However, it shall be obligated to notify the go-

ods-possessor of the measures taken.

     5. In case of discovery of damage to the goods the goods warehou-

se  shall  be obligated to compile a document about this without delay

and on the same day to notify the goods-possessor at the address indi-

cated  by it for the warehouse.  Upon the receipt of the notification,

the bailor shall be obligated to inspect the goods and to  agree  with

the bailee the further conditions of the contract.

     Article 1003.  Requirements  of  the Goods-Possessor to the Goods

Warehouse

     Unless the contract provides otherwise concerning loss of,  shor-

tage  of,  or  harm  to the goods that arise as the result of improper

storage, the goods-possessor shall be obligated in receiving the goods

from  the warehouse to inform the goods warehouse about hidden defects

within seven days from the time of their discovery in reasonable time.

If  the warehouse was not informed about damages and shortage of goods

within the correspondent period of time, the goods warehouse shall not

bear  liability  for  damages with the exception of cases when damages

are caused as the result of intent or gross negligence.

     Article 1004.  Renunciation of the Contract of Storage by the Go-

ods Warehouse

     The goods warehouse shall have the right to refuse to perform the

contract of storage in cases when the bailor has concealed the  dange-

rous nature of goods that threatens with a considerable harm.

     Article 1005. Warehouse Documents

     1. The goods warehouse my issue in confirmation of the acceptance

of the goods for storage one of the following warehouse documents:

     a double warehouse certificate;

     a simple warehouse certificate;

     a warehouse receipt.

     2. A double warehouse certificate,  each of its two parts,  and a

simple warehouse certificate are commercial paper.

     3. A double or simple warehouse certificate may be the subject of

pledge.

     Article 1006. Double Warehouse Certificate

     1. A double warehouse certificate consists of two parts,  a ware-

house certificate and a pledge certificate (or warrant),  which may be

separated one from the other.

     2. In each part of a double warehouse certificate  the  following

must be indicated identically:

     a) the designation and place of location of the  goods  warehouse

that has accepted the goods for storage;

     b) the current number of the warehouse certificate in the  regis-

ter of the warehouse;

     c) the designation of the organization or the name of the citizen

from  whom  the  goods were accepted for storage and also the place of

location (or place of residence) of the goods-possessor;

     d) the  designation and number of the goods,  the number of units

of goods;

     e) the  period for which the goods were accepted for storage,  if

such period is established;

     f) the tariffs and the procedure for payment for storage;

     g) the date of issuance of the warehouse certificate.

     h) signature  of  an  authorized person and the seal of the goods

warehouse.

     Article 1007.  The Rights of the Holder of the Warehouse and  the

Pledge Certificate

     1. The  holder  of the warehouse and the pledge certificate shall

have the right of disposition of the goods stored at the warehouse  in

full scope.

     2. The holder of the warehouse  certificate,  separate  from  the

pledge  certificate,  shall have the right to dispose of the goods but

may not take them from the warehouse until paying off the credit issu-

ed against the pledge certificate.

     3. A holder of the pledge certificate other than  the  holder  of

the  warehouse certificate shall have the right of pledge to the goods

in the amount of the credit given against the pledge  certificate  and

the interest on it. In case of pledge of goods,

a note of this shall be made on the warehouse certificate.

     Article 1008. Transfer of the Warehouse and the Pledge Certifica-

te

     The warehouse  certificate  and  the  pledge  certificate  may be

transferred together or separately by transfer indorsements.

     Article 1009. Simple Warehouse Certificate

     1. A simple warehouse certificate is issued to bearer.

     2. A  simple  warehouse  certificate must contain the information

provided by Article 1022 of the present Code,  and also an  indication

of the fact that it is issued to bearer.

     Article 1010.  Release of the Goods Under a Double Warehouse Cer-

tificate

     1. The goods warehouse shall release the goods to the  holder  of

the  warehouse and pledge certificates (of the double warehouse certi-

ficate) in exchange for both these certificates together.

     The goods  shall  be released by the warehouse to a holder of the

warehouse certificate who does not have the  pledge  certificate,  but

who  has  paid the amount of the debt under it,  not otherwise than in

exchange for the warehouse certificate and on the condition of payment

of the whole amount of the debt under the pledge certificate confirmed

by a receipt or any other document issued by the pledgee.

     2. The  holder  of the warehouse and the pledge certificate shall

have the right to demand release of the goods in parts.  In such a ca-

se,  in  exchange for the original certificates new certificates shall

be issued to it for the goods remaining in the warehouse.

     3. A goods warehouse that in violation of the requirements of the

present Article has released the goods to the holder of the  warehouse

certificate  not having the pledge certificate and not having paid the

amount of the debt under it, shall bear liability to the holder of the

pledge certificate for the payment of the whole amount secured by it.

     CHAPTER 51. INSURANCE

     Article 1011. Voluntary and Compulsory Insurance

     1. Insurance shall be conducted on the basis of contracts of pro-

perty or personal insurance made by a citizen or legal person (the in-

sured) with an insurance organization (the insurer).

     The contract of personal insurance is a public contract  (Article

458).

     2. In cases when a statute imposes upon persons indicated  in  it

an obligation to insure as the insured the life,  health,  or property

of other persons or their civil law liability to other persons at  the

insured’s  own  expense  or  at  the expense of the interested persons

(compulsory insurance), the insurance shall be conducted by the making

of contracts in accordance with the rules of the present Chapter.

     In case of obligatory insurance,  the insured shall be  obligated

to make a contract with the insurer on conditions provided by legisla-

tion regulating this type of insurance.

     3. A statute may provide for cases of obligatory insurance of the

life,  health, and property of citizens at the expense of funds of the

respective budget (obligatory state insurance).

     Article 1012. Interests, Insurance of Which is Not Permitted

     1. Insurance of unlawful interests is not permitted.

     2. Insurance against losses from participation in games, lotteri-

es, and wagers is not permitted.

     3. Insurance against expenditures that a person might  be  forced

to make for the purpose of freeing hostages is not permitted.

     4. Terms of a contract of insurance contradicting Paragraphs  1-3

of the present Article are void.

     Article 1013. The Contract of Property Insurance

     1. Under the contract of property insurance, one party (the insu-

rer) is obligated,  in exchange for the payment stated in the contract

(the  insurance premium),  upon the happening of the event provided in

the contract (the insured event) to compensate the  other  party  (the

insured),  or  the other person for whose benefit the contract is made

(the beneficiary),  for the damages caused as the result of this event

to  the  insured property or damages in connection with other property

interests of the insured (to pay the  insurance  compensation)  within

the  limits of the amount determined by the contract (the insured amo-

unt).

     2. Under the contract of property insurance, the following may be

insured:

     1) property;

     *** 2) the risk of civil law liability the risk of liability  un-

der obligations arising as the result of causing harm to the life, he-

alth, or property of other persons or, in cases provided by a statute,

also of liability under contracts (Articles 1031 and 1032).

     3) entrepreneurial risk - the risk of non-receipt of expected in-

come  from entrepreneurial activity because of the breach of their ob-

ligations by contract partners of the entrepreneur or change of condi-

tions  of  this  activity  due to circumstances not depending upon the

entrepreneur (Article 1033).

     The insurance of illegal interests shall not be allowed.

     Article 1014. Insurance of Property

     1. Property  may be insured under a contract of insurance for the

benefit of a person (the insured or beneficiary)  having  an  interest

based  upon legislation,  or contract in the preservation of this pro-

perty for the benefit of its owner, a person who has a right in rem to

this property, lessee, contractor, bailee, commission agent and etc.

     2. A contract of insurance of property for the benefit of a bene-

ficiary may be concluded without indication of the name or designation

of the beneficiary.

     In case of making of such a contract,  the insured shall be given

a bearer insurance policy.  The presentation of this policy to the in-

surer  shall  be  required for the exercise of the rights under such a

contract.

     Article 1015. Insurance of Liability for Causing Harm

     1. Under a contract of insurance of the risk of liability for ob-

ligations  arising as the result of causing harm to the life,  health,

or property of other persons,  the risk of liability  of  the  insured

himself  or  of another person upon whom such liability may be imposed

may be insured.

     2. The  person whose risk of liability for causing of harm is in-

sured must be named in the contract of insurance.  If this  person  is

not named in the contract, it shall be considered that the risk of li-

ability of the insured himself is insured.

     3. The contract of insurance of the risk of liability for causing

harm shall be considered made for the benefit of the persons  to  whom

harm may be caused (the beneficiaries).

     Article 1016. Insurance of Liability Under a Contract

     1. Insurance  of  the  risk of liability for breaching a contract

shall be allowed in relation to liability of an individual entreprene-

ur  or  a commercial organization for non-performance or improper per-

formance of a public contract (Article 458) and in other cases  provi-

ded by a statute.

     2. Under the contract of insurance of the risk of  liability  for

breaching  a contract,  only the risk of liability of the insured him-

self may be insured. A contract of insurance not meeting this require-

ment is void.

     3. The risk of liability for breaching the contract shall be con-

sidered insured for the benefit of the party to whom,  under the terms

of this contract,  the insured must bear  the  corresponding  liabili-

ty,the beneficiary.

     Article 1017. Insurance of an Entrepreneurial Risk

     Under a  contract of insurance of an entrepreneurial risk (subpa-

ragraph 2 of Paragraph 2 of Article 1029),  only  the  entrepreneurial

risk of the insured itself may be insured and only for its benefit.

     A contract of insurance of entrepreneurial risk of a  person  who

is not the insured is void.

     A contract of insurance of entrepreneurial risk for  the  benefit

of  a  person  who is not the insured shall be considered made for the

benefit of the insured.

     Article 1018. The Contract of Personal Insurance

     1. Under the contract of personal insurance one party (the  insu-

rer) is obligated for a payment defined by the contract (the insurance

premium) paid by the other party (the insured) to pay at one  time  or

to  pay  periodically the amount provided by the contract (the insured

amount) in case of causing of harm to the life or health of the  insu-

red  himself  or of another citizen named in the contract (the insured

person),  the reaching by him of a specified age,  or the happening in

his  life  of  another  event  provided  by  the contract (the insured

event).

     The right to receive the insured amount belongs to the person for

whose benefit the contract was made.

     2. The  contract  of  personal insurance shall be considered made

for the benefit of the insured person,  unless another person is named

in the contract as the beneficiary. In case of the death of the person

insured under a contract in which no other beneficiary is  named,  the

heirs of the insured person shall be recognized as beneficiaries.

     A contract of personal insurance for the benefit of a person  who

is not the insured person may be made only with the written consent of

the insured person.  In the absence of such consent,  the contract may

be  recognized as invalid on suit of the insured person and in case of

the death of this person, on suit of his heirs.

     Article 1019. Compulsory Insurance

     1. A statute may impose the obligation to insure:

     - the  life,  health,  or  property of other persons defined in a

statute in case of the causing of harm to their life,  health, or pro-

perty;

     - the risk of one’s own civil liability that may occur as the re-

sult of the causing of harm to the life,  health, or property of other

persons or the breach of contracts with other persons.

     The obligation to act as an insured shall be imposed by a statute

on persons indicated in it.  A statute may establish  other  types  of

compulsory insurance.

     2. The obligation to insure one’s own life or health may  not  be

imposed upon a citizen neither by a statute nor by a contract.

     3. In cases provided by a statute or by a  procedure  established

by  a statute,  the obligation may be placed upon legal persons having

property in economic management or operative management that is  under

state ownership to insure this property.

     4. In cases when the obligation to insure does not follow from  a

statute,  but is based on a contract,  with the holder of the property

or on the founding documents of the legal person that is the owner  of

the  property,  such  insurance  is not obligatory in the sense of the

present Article and does not entail the consequences provided  by  Ar-

ticle 1037 of the present Code.

     Article 1020. Realization of Compulsory Insurance

     1. Compulsory  insurance  shall  be  realized  by the making of a

contract of insurance by the person upon whom the obligation  of  such

insurance is imposed (the insured) with the insurer.

     2. Compulsory insurance shall be realized at the expense  of  the

insured.

     3. The objects subject to compulsory insurance,  the  risks  from

which they should be insured, and the minimum sizes of insured amounts

are determined by a statute,  and in the case provided by Paragraph  3

of Article 1036 of the present Code, by a

statute or by a procedure established by a statute.

     Article 1021.  Consequences of Violation of Rules  on  Compulsory

Insurance

     1. A person, for whose benefit, according to a statute, compulso-

ry insurance should have been effected, shall have the right, if it is

known  to  it that this insurance has not been effected,  to demand by

court procedure that it be realized by the person upon whom the  obli-

gation to insure is placed.

     2. If the person upon whom the obligation to insure is placed has

not  done  so or has made a contract of insurance on conditions worse-

ning the position of the beneficiary in comparison with the conditions

defined by a statute,  it,  in case of happening of the insured event,

shall bear liability to the beneficiary  on  the  same  conditions  on

which  insurance  compensation should have been paid with proper insu-

rance.

     3. Amounts improperly saved by the person upon whom the obligati-

on to insure was placed due to the fact that it did not  fulfill  this

obligation  or  fulfilled  it improperly shall be recovered on suit of

the agencies of state insurance supervision for the income of the  Re-

public  of  Tajikistan with assessment of interest on these amounts in

accordance with Article 426 of the present Code.

     Article 1022. The Insurer

     Legal persons that are commercial organization and have a license

for the conduct of insurance of the respective type may make contracts

of insurance as insurers.

     The requirements which insurance organizations must meet and also

the procedure for licensing their activity and  for  the  exercise  of

state  supervision  over  their  activities shall be determined by the

statutes on organizing of insurance business.

     Article 1023.  Performance of Obligations Under the  Contract  of

Insurance by the Insured and the Beneficiary

     1. Making  of a contract of insurance for the use of a beneficia-

ry,  including when it is the insured person, shall not free the insu-

red  from  performing the obligations under this contract,  unless the

contract provides otherwise or the obligations resting on the  insured

are performed by the person for whose benefit the contract is made.

     2. The insurer shall have the right to demand from the beneficia-

ry,  including when the beneficiary is the insured person, the perfor-

mance of obligations under the contract of  insurance,  including  the

obligations resting on the insured, but not performed by him, upon ma-

king by the beneficiary of a demand for payment of insurance compensa-

tion  under  a contract of property insurance or of the insured amount

under a contract of personal insurance.  The risk of the  consequences

of  nonperformance  or  untimely  performance of the obligations which

should have been performed earlier are borne by the beneficiary.

     Article 1024. Form of the Contract of Insurance

     1. A contract of insurance must be made in written form.

     Nonobservance of  the written form shall entail the invalidity of

the contract of insurance with the exception of the contract  of  com-

pulsory state insurance.

     2. A contract of insurance may be made by the making of one docu-

ment  (Paragraph 2 of Article 466) or by the presentation to the insu-

red by the insurer on the basis of the  insured’s  written  or  verbal

application of an insurance policy (or record,  certificate,  or rece-

ipt),  signed by the insurer and containing the terms of the  contract

of insurance.

     In the latter case the consent of the  insured  to  conclude  the

contract  on the conditions proposed by the insurer shall be confirmed

by acceptance from the insurer of the documents indicated in the first

subparagraph of the present Paragraph and the payment of the insurance

premium or, in case of paying the insurance premium in installments, -

by the payment of the first installment contribution.

     3. The insurer in concluding the contract of insurance shall have

the right to use standard forms of contract (insurance policy) develo-

ped by it for individual types of insurance.

     Article 1025. Insurance Under a General Policy

     1. Systematic insurance of various lots of property of  one  type

(goods,  freight, etc.) on like conditions in the course of a determi-

ned term may, by agreement of the insured with the insurer, be done on

the basis of one contract of insurance by means of issuance of a gene-

ral policy.

     2. The  insurance amount shall be determined upon the proposal of

the insured established as an average annual amount of goods coming to

and dropping out of the area of the insured.

     Article 1026. Essential Terms of the Contract of Insurance

     1. In  the  making  of a contract of property insurance agreement

must be achieved between the insured and the insurer:

     1) upon  the  specific  property or a system of property or other

property interest that is the object of the insurance;

     2) on  the  nature  of the event for the case of the happening of

which the insurance is made (the insured event);

     3) on the size of the insured amount;

     4) on the procedure for determining the  size  of  the  insurance

compensation  if  the contract provides for a possibility to pay it in

the amount that is less than the insured amount;

     5) on  the size of the insurance premium and the time (times) for

its payment;

     6) on the term of effectiveness of the contract.

     2. In the making of a contract of  personal  insurance  agreement

must be achieved between the insured and the insurer:

     1) upon the insured person;

     2) on  the  nature  of the event for the case of the happening of

which in the life of the insured person the insurance is made (the in-

sured event);

     3) on the size of the insured amount;

     4) on  the size of the insurance premium and the time (times) for

its payment;

     5) on the term of effectiveness of the contract.

     3. If the contract of insurance contains conditions worsening the

position  of the citizen being the insured,  the insured person or the

beneficiary as compared to the provision established  by  legislation,

the  corresponding  provisions of legislation shall be applied instead

of these conditions of the contract.

     Article 1027. Determination of the Terms of the Contract of Insu-

rance in the Rules of Insurance

     1. The conditions on which a contract of insurance is made may be

determined in standard rules of insurance of the respective type adop-

ted, approved, or confirmed by the insurer or by an association of in-

surers (rules of insurance).

     2. The terms contained in the rules of insurance and not included

in  the  text of the contract of insurance (or insurance policy) shall

be obligatory for the insured (and the beneficiary) if in the contract

(or  insurance policy) there is a direct indication of the application

of these rules and the rules themselves are stated in the  same  docu-

ment  as  the contract (or insurance policy) or on its reverse side or

attached to it.  In the latter case presentation of the rules of insu-

rance to the insured upon the making of the contract must be confirmed

by a notation in the contract.

     3. Upon  making  of a contract of insurance,  the insured and the

insurer may agree on changing or excluding  individual  provisions  of

the  rules of insurance and on the inclusion into the contract of pro-

visions that the rules lack.

     4. The  insured  (or beneficiary) shall have the right to rely in

defense of its interests on the rules of insurance of  the  respective

type  to  which  there is a reference in the contract of insurance (or

insurance policy), even if these rules by virtue of the present Artic-

le are not binding for it.

     Article 1028. Information Provided by the Insured Upon the Making

of the Contract of Insurance

     1. Upon the making of the contract of insurance,  the insured  is

obligated to communicate to the insurer circumstances known to the in-

sured having substantial significance for determining the  probability

of the happening of the insured event and the size of possible damages

from its happening (the insured risk).

     All circumstances specifically stated by the insurer in the stan-

dard form of contract of insurance (or insurance policy),  or  in  the

rules of insurance given to the insured,  or in a written questionnai-

re, are recognized as substantial.

     2. If  a  contract of insurance is made in the absence of answers

of the insured to any questions of the insurer,  the insurer  may  not

thereafter  demand the rescission of the contract or recognition of it

as invalid on the basis that the  respective  circumstances  were  not

communicated by the insured.

     3. If after making of the contract of insurance it is established

that  the insured communicated to the insurer knowingly false informa-

tion on the circumstances indicated in Paragraph 1 of the present  Ar-

ticle,  the  insurer shall have the right to demand recognition of the

contract as invalid and the application of the  consequences  provided

by Paragraph 2 of Article 204 of the present Code.

     The insurer may not demand recognition of a contract of insurance

as invalid if the circumstances about which the insured was silent ha-

ve ceased.

     Article 1029. The Right of the Insurer to Inspect the Insured Ob-

ject

     1. At the making of a contract of insurance of property,  the in-

surer shall have the right to make an inspection of the  insured  pro-

perty  and in case of necessity to have an expert examination made for

the purpose of determining its actual value.

     2. At  the making of a contract of personal insurance the insurer

shall have the right to make an investigation of the insured person to

evaluate the actual state of his health.

     Article 1030. Secrecy of Insurance

     The insurer does not have the right to divulge information recei-

ved by it as the result of its professional activity about  the  insu-

red,  the insured person,  and the beneficiary, their condition of he-

alth,  nor the property position of these persons.  For  violation  of

secrecy of insurance, the insurer, depending upon the type of the vio-

lated rights and the nature of the violation shall bear  liability  in

accordance with the rules provided by Article 153 of the present Code.

     Article 1031. The Insured Amount

     1. The amount within the limits of which the insurer is obligated

to pay insurance compensation under a contract of  property  insurance

or which it is obligated to pay under a contract of personal insurance

(the insured amount) shall be determined by the agreement of the insu-

red with the insurer.

     2. In case of insurance of property or entrepreneurial  risk,  if

the  contract  of  insurance does not provided otherwise,  the insured

amount must not exceed their actual value (the insurance value), which

is considered to be:

     for property,its actual value at the place where it is located on

the day of making of the contract of insurance;

     for entrepreneurial risk,the income from the entrepreneurial  ac-

tivity  that the insured,  as might be expected,  would have lost upon

the happening of the insured event.

     3. In  contracts of personal insurance and contracts of insurance

for civil liability the insured amount shall be determined by the par-

ties at their discretion.

     Article 1032. Contesting the Insurance Value of Property

     The insurance  value of property indicated in the contract of in-

surance may not be contested thereafter with the exception of the case

when  an  insurer  that  did not use its right to evaluate the insured

risk (Paragraph 1 of Article 1046) before the making of  the  contract

was intentionally led into misapprehension with respect to this value.

     Article 1033. Supplementary Property Insurance

     1. In the case when the property or entrepreneurial risk is insu-

red only for part of the insurance value, the insured (or beneficiary)

shall  have the right to obtain supplementary insurance including from

another insurer,  but on the condition that the overall insured amount

in all the contracts of insurance does not exceed the insurance value.

     2. Nonobservance of the provisions of Paragraph 1 of the  present

Article  shall  entail the consequences provided by Paragraph 4 of Ar-

ticle 1051 of the present Code.

     Article 1034. Consequences of Insurance Above the Insurance Value

     1. If the insured amount indicated in the contract  of  insurance

of  property  or  of entrepreneurial risk exceeds the insurance value,

the contract shall be void with respect to that part  of  the  insured

amount that exceeds the insurance value.

     The excess part of the insurance premium paid shall not  be  sub-

ject to return in such a case.

     2. If,  in accordance with a contract of insurance, the insurance

premium  is  paid  in installments and at the time of establishment of

the circumstances indicated in Paragraph 1 of the present  Article  it

has not been fully paid, the remaining insurance payments must be paid

in an amount reduced in proportion to the reduction of the size of the

insured amount.

     3. If the exaggeration of the insured amount in the  contract  of

insurance was the result of deception on the part of the insured,  the

insurer shall have the right to demand recognition of the contract  as

invalid  and  compensation for the damages caused to it by this in the

amount exceeding the amount received by it from the insured as an  in-

surance premium.

     4. The rules provided by Paragraphs 1-3 of  the  present  Article

respectively also shall be applied to double insurance respectively.

     Article 1035. Double Insurance

     1. The  rules  provided by Article 1052 of the present Code shall

be applied correspondingly in case when the  insured  amount  exceeded

the insurance value as the result of insuring of one and the same pro-

perty or entrepreneurial risk by two or several insurers (double insu-

rance).

     2. In case of double insurance  of  property  or  entrepreneurial

risk,  each insurer shall bear obligation to pay the insurance compen-

sation within the limits of the contract concluded with  it,  however,

the gross amount of insurance compensations

received from all insurers may not exceed the actual damage. 

     The insured (the beneficiary) shall have the right to receive the

insurance compensation from any insurer within the limits of the insu-

red amount provided by the contract concluded with it. If the received

insurance compensation does not cover the actual damage,  the  insured

(the  beneficiary)  shall have the right to receive the lacking amount

from another insurer.

     3. In case of double personal insurance,  each insurer shall per-

form independently its insurance obligations to the insured, the insu-

red  person and the beneficiary regardless of the performance of obli-

gations by another insurer.

     Article 1036. Joint Insurance

     The object of insurance may be insured under one contract of  in-

surance  jointly by several insurers (joint insurance).  If the rights

and duties of each of the insurers are not defined in such a  contract

they are jointly and severally liable to the insured (or the benefici-

ary) for the payment of insurance compensation  under  a  contract  of

property  insurance or the insured amount under a contract of personal

insurance.

     Article 1037. The Insurance Premium and Insurance Payments

     1. The insurance premium is understood to be payment for the  in-

surance  that the insured (or the beneficiary) is obligated to pay the

insurer by the procedure and within the times established by the cont-

ract of insurance.

     2. The insurer,  in determining the size of the insurance premium

subject  to  payment  under the contract of insurance,  shall have the

right to apply insurance rate tariffs developed by it, determining the

premium taken per unit of insured amount,  taking into account the ob-

ject of insurance and the nature of the insurance risk.

     3. If a contract of insurance provides for the paying of an insu-

rance premium in installments,  the contract may define the consequen-

ces  of  nonpayment of current installment payments at the established

times.

     4. If an insured event happened before the payment of the current

insurance payment,  the making of which was overdue, the insurer shall

have  the  right  in  determining the amount of insurance compensation

subject to payment under a contract of property insurance or the insu-

red amount under a contract of personal insurance to subtract the amo-

unt of late insurance payment.

     Article 1038. Invalidity of the Contract of Insurance

     The contract of insurance shall be invalid in cases when:

     1) the object of insurance did not exist by the time of making of

the contract;

     2) the  property  obtained  illegally,  or being the subject of a

crime,  or subject to confiscation was insured under the  contract  of

property insurance.

     The contract  of insurance shall be invalid also in case provided

by Article 1051 of the present Code and in other cases provided by the

present Code and other statutes.

     Article 1039. Change of the Insured Person

     1. In  a case,  when under a contract of insurance of the risk of

liability for the causing of harm (Article 1031),  the liability of  a

person  other  than the insured is insured,  the latter shall have the

right,  unless otherwise provided by the contract,  at any time before

the  happening  of the insured event to replace this person with anot-

her, having notified the insurer in writing of this.

     2. The insured person named in the contract of personal insurance

may be replaced by the insured with another person only with the  con-

sent of the insured person himself and the insurer.

     Article 1040. Replacement of the Beneficiary

     The insured shall have the right to replace the beneficiary named

in the contract of insurance with another person,  having informed the

insurer in writing of this.

     The beneficiary may not be replaced by another  person  after  it

has  presented  to  the  insurer a demand for payment of the insurance

compensation or insured amount.

     Article 1042. Early Termination of the Contract of Insurance

     1. A contract of insurance shall be terminated before the expira-

tion of the term for which it was made in the following cases:

     1) destruction of the insured property due to causes  other  than

the happening of the insured event;

     2) termination by the established procedure of the entrepreneuri-

al activity of the person who has insured an entrepreneurial risk or a

risk of civil liability connected with this activity;

     3) recognition  as  lacking  dispositive capacity or with limited

dispositive capacity of a citizen whose risk of  civil  law  liability

has been insured.

     2. The insured (or beneficiary) shall have the right to  withdraw

from a contract of insurance at any time, if by the time of withdrawal

the possibility of happening of the insured event has not ended due to

the circumstances indicated in Paragraph 1 of the present Article.

     3. In case of early termination of a contract of insurance due to

circumstances  indicated in Paragraph 1 of the present Article if such

circumstances occurred due to reasons beyond the control of the  insu-

red (the beneficiary), the insurer shall have the right to part of the

insurance premium proportional to the time during which the  insurance

was in effect and must returned the part of the insurance premium paid

in excess.

     In case  of  early withdrawal by the insured (or the beneficiary)

from the contract of insurance,  the insurance premium paid to the in-

surer  shall not be subject to return unless the contract provides ot-

herwise.

     Article 1043. Consequences of Increase of the Insured Risk During

the Term of Effectiveness of the Contract of Insurance

     1. During  the  term of effectiveness of the contract of property

insurance,  the insured (or the beneficiary) shall be obligated to in-

form  the insurer without delay of the substantial changes that became

known to it of the circumstances communicated to the insurer upon  ma-

king  of the contract if these changes may substantially influence the

increase of the insured risk.

     Changes shall  be  recognized as significant in any event if they

are mentioned in the contract of insurance (or insurance policy) or in

the rules of insurance given to the insured.

     2. An insurer that has been informed of the circumstances  entai-

ling increase of the insured risk shall have the right to demand chan-

ges of the terms of the contract of insurance or payment of an increa-

sed insurance premium proportional to the increased risk.

     If the insured (or beneficiary) objects  to  the  change  of  the

terms  of  the contract of insurance or increased payment of the insu-

rance premium,  the insurer shall have the right to demand  rescission

of the contract in accordance with the rules of Chapter 29 of the pre-

sent Code.

     3. In case of nonperformance by the insured or the beneficiary of

the obligation provided by Paragraph 1 of the present Article, the in-

surer  shall  have  the right to demand rescission of the contract and

compensation for the damages caused by rescission of the contract (Pa-

ragraph 5 of Article 453).

     4. In case of personal insurance the consequences of changing the

insured risk during the term of effectiveness of the contract of insu-

rance indicated in Paragraphs 2 and 3 of the present Article may occur

only if this is directly provided in the contract.

     Article 1044.  Transfer  of the Rights to the Insured Property to

Another Person

     Upon transfer of the rights to the insured property from the per-

son  in  whose interests the contract of insurance was made to another

person,  the rights and duties under this contract shall pass  to  the

person to whom the rights to the property have gone, with the excepti-

on of cases of compulsory taking of property on the grounds  indicated

in  Paragraph  2 of Article 259 of the present Code or renunciation of

the right of ownership (Article 260).

     The person to whom the rights to the insured property have passed

must inform the insurer of this in writing without delay.

     Article 1045. Notification of the Insurer on the Happening of the

Insured Event

     1. The  insured under a contract of property insurance,  after it

has learned of the happening of the insured event, is obligated witho-

ut delay to inform the insurer or its representative of its happening.

If the contract provides a time and/or a  means  of  notification,  it

must  be  done  in  the agreed time and in the manner indicated in the

contract.

     The same obligation rests on the beneficiary who knows of the ma-

king of the contract of insurance to its benefit if it intends to  use

the right to insurance compensation.

     2. Nonperformance of the obligation provided by  Paragraph  1  of

the  present Article shall give the insurer the right to refuse to pay

the insurance compensation,  unless it is shown that the insurer  knew

in  a  timely manner of the happening of the insured event or that the

insurer’s lack of information on this could not affect its  obligation

to pay the insurance compensation.

     3. The rules provided by Paragraphs 1 and 2 of the present Artic-

le shall be applied respectively to the contract of personal insurance

if the insured event is the death of the insured person or the causing

of  harm  to its health.  In such a case the period of notification of

the insurer established by the contract cannot be less than twenty da-

ys.

     Article 1046. Reduction of Losses from the Insured Event

     1. In  case of happening of the insured event provided by a cont-

ract of property insurance, the insured shall be obligated to take all

the  reasonable  and  available measures in the given circumstances to

reduce the possible damages.

     In taking such measures, the insured must follow the instructions

of the insurer if they are communicated to the insured.

     2. Expenditures  for  the purpose of reducing the damages subject

to compensation by the insurer, if such expenses were necessary or we-

re made to fulfill the instructions of the insurer,  must be compensa-

ted by the insurer,  even if the respective measures turned out to  be

unsuccessful.

     Such expenditures shall be compensated proportionally to the  re-

lation  of  the  insured amount to the insurance value,  regardless of

whether,  together with compensation of other damages, they may exceed

the insured amount.

     3. The insurer shall be freed from compensation for damages  that

have  arisen  as the result of the fact that the insured intentionally

did not take the reasonable and available measures to reduce the  pos-

sible damages.

     Article 1047.  Consequences of the Happening of the Insured Event

Due to the Fault of the Insured,  the Beneficiary, or the Insured Per-

son

     1. The insurer shall be freed from payment of insurance compensa-

tion or the insured amount if the insured event happened as the result

of the intent of the insured,  or the beneficiary, or the insured per-

son.

     2. A  statute  may  provide for cases of freeing the insurer from

payment of the insurance compensation under contracts of property  in-

surance  or  reduction of the amount of compensation in case of happe-

ning of the insured event as the result of the gross negligence of the

insured or the beneficiary.

     Article 1067.  Bases  for Freeing the Insurer from Payment of the

Insurance Compensation and the Insured Amount

     1. Unless legislation or the contract of insurance  provides  ot-

herwise, the insurer shall be freed from payment of the insurance com-

pensation (the insured amount) if the insured event  occurred  as  the

result of:

     1) the effect of a nuclear explosion, radiation, or radiation po-

isoning;

     2) military actions and civil war.

     2. Unless  the contract of property insurance provides otherwise,

the insurer shall be freed from payment of the insurance  compensation

for losses that have arisen as the result of taking, confiscation, re-

quisition, seizure, or destruction of the

insured property by order of state agencies.

     Article 1049.  Refusal  to  Pay the Insurance Compensation or the

Insured Amount

     1. The insurer shall have the right to refuse to pay to the insu-

red (the beneficiary) the insurance compensation under the contract of

property insurance or the insured amount under the contract of  perso-

nal insurance in the following cases:

     1) the term of validity of the contract of insurance ended  prior

to  happening of the insured event including on bases specified in Ar-

ticle 1060 and Article 1062 of the present Code;

     2) the  contract of insurance is invalid on bases provided by the

present Code and other statutes including on bases set forth in Artic-

le 1056 of the present Code;

     3) the insurer is freed from the payment of the insurance compen-

sation  or the insured amount on bases specified in Articles 1063-1066

of the present Code;

     4) the  insurer brought a suit on the recognition of the contract

of insurance as invalid on bases provided by the present Code or other

statutes  including bases specified in Article 1045 of the present Co-

de,  or a suit on the rescission of the contract of insurance  as  the

consequence of the fact that the insured (the beneficiary) has impeded

the investigation of the circumstances of the insured event or  deter-

mination of the amount of the damages caused.

     2. The insurer must notify the insured (the beneficiary)  of  its

decision  to  refuse  to pay the insurance compensation or the insured

amount at least within fifteen days after their  application  for  the

payment  of  the  insurance compensation or the insured amount and the

notice must contain the description of reasons for the refusal.

     3. The  refusal  by the insurer to pay the insurance compensation

or the insured amount may be contested by means of bringing  to  court

of a suit against it.

     Article 1050. Payment of the Insured Amount Under the Contract of

Personal Insurance

     1. Under the contract of personal insurance  the  insured  amount

shall  be paid to the person for the benefit of which the contract was

concluded (Paragraph 2 of Article 1034) regardless of the amounts  due

to the insured, the insured person or the beneficiary under social in-

surance, social security and other contracts of insurance or by proce-

dure of compensation for damages.

     2. Under the contract of personal insurance  the  insured  amount

payable  to heirs of the insured person on the basis of Paragraph 2 of

Article 1034 of the present Code shall not be included into the compo-

sition of inheritance of the insured person.

     Article 1051.  Transfer to the Insurer of the Rights of the Insu-

red to Compensation for Loss (Subrogation)

     1. Unless the contract of property insurance or a statute  provi-

des  otherwise,  the  right to claim that the insured (or beneficiary)

has against the person liable for the losses compensated as the result

of the insurance passes,  within the limits of the amount paid, to the

insurer who has paid insurance compensation.

     2. The  right  of  claim  that has passed to the insurer shall be

exercised by it with observance of the rules regulating the  relations

between  the  insured  (or  beneficiary) and the person liable for the

losses.

     3. The  insured (or the beneficiary) shall be obligated to trans-

fer to the insurer all the documents and proofs and to  report  to  it

all  information  necessary  for the realization by the insurer of the

rights of a claim that have passed to it.

     4. If the insured (or the beneficiary) gave up its right of claim

or the realization of this right became impossible due to the fault of

the insured (or the beneficiary), the insurer shall be freed from pay-

ment of the insurance compensation.

     Article 1052. Reinsurance

     1. The risk of payment of insurance compensation or  the  insured

amount  undertaken  by the insurer by the contract of insurance may be

insured by it in full or in part with another  insurer  (or  insurers)

under a contract of reinsurance made with the latter.

     2. The rules of the present Chapter applicable  with  respect  to

insurance  of entrepreneurial risk shall be applied to the contract of

reinsurance.  The insurer under the contract of insurance  (the  basic

contract)  who  has made a contract of reinsurance shall be considered

in this latter contract to be the insured.

     3. In  case of reinsurance the person liable to the insured under

the basic contract of insurance for payment of the insurance compensa-

tion or the insured amount remains the insurer under this contract.

     However, in case of  liquidation  of  an  insurance  organization

which  is  the  insurer under the basic contract of insurance prior to

happening of an insured event,  its rights and obligations under  this

contract to the extent of the reinsured part shall pass to the insurer

under the contract of reinsurance.

     4. The consecutive making of two or more contracts of reinsurance

is allowed.  Each of such contract shall be considered to be the basic

contract  of insurance with respect to the following contract of rein-

surance.

     Article 1053. Mutual Insurance

     1. Citizens and legal persons may insure their property and other

property  interests  indicated  in  Paragraph 2 of Article 1029 of the

present Code on a mutual basis by combining the  necessary  funds  for

this in companies for mutual insurance.

     2. Companies for mutual insurance conduct insurance  of  property

and  other  property  interests of their members and are noncommercial

organizations.

     The peculiarities  of  the legal position of companies for mutual

insurance and the conditions of their activity shall be determined  in

accordance with the present Code by the statute on mutual insurance.

     3. Insurance,  by companies for mutual insurance, of the property

and  property interests of their members shall be made directly on the

basis of membership, unless the founding documents of the company pro-

vide for the making in such cases of contracts of insurance.

     The rules of the present Chapter shall be  applied  to  relations

for  insurance  between  the company for mutual insurance and its mem-

bers,  to the extent not otherwise provided by the statute  on  mutual

insurance,  the  founding documents of the respective company,  or the

rules of insurance established by it.

     4. The  realization  of  compulsory insurance by mutual insurance

shall be allowed in the cases provided by the statute on mutual  insu-

rance.

     5. A company for mutual insurance may,  as insurer,  conduct  the

insurance  of interests of persons that are not members of the company

if such insurance activity is provided for by its founding  documents,

the company is organized in the form of a commercial organization, has

a license for the conduct of insurance of the respective type, and me-

ets the other requirements established by a statute for organizing the

insurance business.

     The insurance  of interests of persons who are not members of the

company for mutual insurance shall be done by the company under  cont-

racts  of  insurance in accordance with the rules of the present Chap-

ter.

     Article 1054. Compulsory State Insurance

     1. For the purpose of ensuring the social interests  of  citizens

and the interests of the state a statute may establish obligatory sta-

te insurance of the life,  health,  and property of state employees of

certain categories.

     Obligatory state insurance shall be conducted at the  expense  of

funds appropriated for this purpose from the state budget.

     2. Obligatory state insurance shall be conducted directly on  the

basis  of legislation on such insurance by the state insurance and ot-

her state organizations (the insurers) indicated in these acts  or  on

the basis of contracts of insurance made in accordance with these acts

by insurers and insured.

     3. The rules of the present Chapter shall be applied to compulso-

ry state insurance to the extent not otherwise provided by legislation

on such insurance and that it does not otherwise follow from the natu-

re of the respective relations for insurance.

     Article 1055.  Application of the General Rules on  Insurance  to

Special Types of Insurance

     The rules  of the present Chapter shall be applied in the area of

insurance of foreign investments from  noncommercial  risks,  maritime

insurance, medical insurance, insurance of bank deposits, and insuran-

ce of pensions to the extent that statutes on these types of insurance

do not provide otherwise.

     CHAPTER 52. JOINT ACTIVITY (Simple Partnership)

     Article 1056. The Contract on Joint Activity

     1. Under a contract on joint activity two or more persons are ob-

ligated to join their contributions and act together without the  for-

mation of a legal person to obtain profits or achieve another goal not

contrary to a statute.

     2. The contract on joint activity must be made in written form.

     3. Individual entrepreneurs and/or commercial  organizations  may

be parties to a contract.

     Article 1057. Contributions of the Participants

     1. The  contribution of a participant is everything that it cont-

ributes to the common effort, including money, other property, profes-

sional  and other knowledge,  skills and abilities,  and also business

reputation and business connections.

     2. The  contributions  of  participants shall be assumed equal in

value,  unless otherwise follows from the contract or the actual  cir-

cumstances.  Monetary  evaluation of the contribution of a participant

shall be made by agreement among the participants.

     Article 1058. Common Property of the Participants

     1. Property contributed by the participants  that  they  held  by

right  of  ownership and also products produced as the result of joint

activity and fruits and income obtained from such activity is in their

common  share ownership,  unless otherwise established by a statute or

the contract.

     Property contributed by participants that they held on bases dif-

ferent from the right of ownership shall be used in the  interests  of

all  the  participants  and shall constitute,  along with the property

that is in their common ownership, the common property of the partici-

pants.

     2. The keeping of accounts for the common property of the  parti-

cipants may be delegated to one of the participants.

     3. Use of the common property of the participants shall  be  made

by  their general consent,  and in case of failure to achieve consent,

by the procedure established by a court.

     4. The  obligations  of  participants  for maintaining the common

property and the procedure for compensation for expenditures connected

with  the  fulfillment of these obligations shall be determined by the

contract of simple partnership.

     Article 1059. Management of Common Affairs of the Participants

     1. The management of common affairs of the  participants  of  the

contract on joint activity shall be conducted by procedure provided by

the contract.

     2. In  the  management of common affairs,  each participant shall

have the right to act in the name of all the participants  unless  the

contract  has established that the management of affairs shall be con-

ducted by individual participants or jointly by all the participants.

     In case of joint management of affairs,  the agreement of all the

participants shall be required for the conduct of each transaction.

     3. In  relations with third persons,  the authority of a partici-

pant to make transactions in the name of all the participants shall be

confirmed  by a power of attorney issued to it by the remaining parti-

cipants or is obvious from the contract.

     4. In  relations  with third persons the participants cannot rely

on limitations of the rights of a participant who has made a  transac-

tion in the conduct of the common affairs of the participants with the

exception of cases when they show that at the time of  making  of  the

transaction the third person knew or should have known of the presence

of such limitations.

     5. A participant who has made transactions in the name of all the

participants with respect to which its right for the  conduct  of  the

common  affairs  of the participants was limited or who has made tran-

sactions in its own name in the interest of all the participants shall

have  the right to compensation for expenses made by it at its own ex-

pense,  if the necessity of these transactions has not been  contested

by other participants in a reasonable time.  Participants bearing los-

ses as the result of such transactions shall have the right to  demand

compensation for them.

     6. Decisions concerning the common affairs  of  the  participants

shall be taken by the participants by general agreement, unless other-

wise provided by the contract.

     Article 1060. The Right of a Participant to Information

     Each participant,  regardless of whether it is empowered to  con-

duct  the  common  affairs of the participants shall have the right to

become acquainted with all the documentation for the conduct of  affa-

irs.  A renunciation of this right or its limitation, including by ag-

reement of the participants, is not permitted.

     Article 1061. Common Expenditures and Losses of the Participants

     1. The procedure for covering expenditures and  losses  connected

with  the  joint  activity  of the participants shall be determined by

their agreement.  In the absence of such an agreement each participant

shall  bear  expenditures  and losses proportional to the value of its

contribution to the common affairs.

     An agreement  fully freeing any of the participants from partici-

pation in the coverage of the common expenditures or losses is void.

     2. If a contract on joint activity is not connected with the con-

duct by its participants of entrepreneurial activity, each participant

shall  be  liable  for the common contractual obligations with all its

property proportionally to the value of its contribution to the common

affairs.

     If a contract on joint activity is connected with the conduct  by

its  participants of entrepreneurial activity,  the participants shall

be liable jointly and severally for all the common obligations.

     Article 1062. Distribution of Profit

     Profit received by participants as the result of their joint  ac-

tivity shall be distributed proportionally to the value of the contri-

butions of the participants in the common  affairs,  unless  otherwise

provided  by  the contract or other agreement of the participants.  An

agreement on elimination of any of the participants from participation

in the profit is not permitted.

     Article 1063.  Partition  of the Share of a Participant on Demand

of Its Creditor

     The creditor of a participant in the contract on  joint  activity

shall have the right to present a demand for the partition of its sha-

re in the common property in accordance with Article 303 of  the  pre-

sent Code.

     Article 1064.  Termination of the Contract of Simple Participant-

ship

     1. A contract on joint activity shall be terminated as the result

of:

     1) declaration of any of the participants as lacking  dispositive

capacity, of limited dispositive capacity;

     2) declaration of any of the participants as insolvent (or  bank-

rupt);

     3) death of a participant or liquidation or reorganization  of  a

legal  person  participating  in the contract unless the contract or a

later agreement provides for keeping the  contract  in  the  relations

among the remaining participants or replacement of the deceased parti-

cipant (or reorganized legal person) by its heirs  (or  legal  succes-

sors);

     4) the withdrawal by any of the participants from further  parti-

cipation in a contract on joint activity without a time limit;

     5) rescission of the contract on joint activity made with an  in-

dication of the term on demand of one of the participants in the rela-

tions between it and the remaining participants;

     6) rescission of the contract upon agreement of the participants;

     7) expiration of the term of the contract on joint activity;

     8) attainment of the objective of the contract on joint  activity

or  occurrence  of  the circumstances that make the attainment of this

objective impossible;

     9) partition of the share of a participant upon the demand of its

creditor;

     10) on  other  bases  provided by the present Code or contract on

joint activity.

     The contract  on  joint activity or a subsequent agreement of its

participants may provide for keeping of the contract in relations bet-

ween the remaining participants in cases indicated in subparagraphs 1,

2, 4, 5 and 9 of the present Paragraph.

     2. In  case  of  termination  of  the  contract on joint activity

things transferred to common possession and/or use of the participants

shall  be  returned to the participants who provided them without com-

pensation, unless otherwise provided by the agreement of the parties.

     From the  time  of  termination of the contract on joint activity

its participants shall bear joint and several liability for  unperfor-

med common obligations with respect to third persons.

     Division of the property that was in the common ownership of  the

participants  and of common rights of claims that have arisen for them

shall be conducted by the procedure established by Article 302 of  the

present Code.

     A participant who has contributed an individually  defined  thing

to common ownership shall have the right upon termination of the cont-

ract on joint activity to demand the return to it of this  thing  upon

the condition of observance of the interests of the remaining partici-

pants and creditors.

     Article 1065. Withdrawal from the Contract on Joint Activity Wit-

hout a Time Limit

     A statement of withdrawal of a participant from a contract on jo-

int activity without a time limit must be made by it  not  later  than

three months before the proposed exit from the contract unless another

term is provided by the contract.

     An agreement  on  limitation  of  the  right to withdrawal from a

contract on joint activity without a time limit is not permitted.

     Article 1066. Rescission of the Contract on Joint Activity on De-

mand of a Party

     Along with  the  bases indicated in Paragraph 2 of Article 482 of

the present Code, a party to a contract on joint activity made with an

indication  of the term or with an indication of a goal as a condition

for cancellation,  shall have the right to demand  rescission  of  the

contract  in  the  relations between itself and the remaining partici-

pants for a compelling reason with compensation for the remaining par-

ticipants  for the actual damage caused by the rescission of the cont-

ract.

     Article 1067.  Liability of a Participant Who Has Withdrawn  from

the Contract or Demanded Its Rescission

     In the  case when a contract on joint activity was not terminated

as the result of the declaration of one of the participants  on  with-

drawal from further participation in it or the rescission of the cont-

ract upon the demand of one of the participants, the person whose par-

ticipation  in  the  contract  was terminated shall be liable to third

persons for general obligations that have arisen in the period of  its

participation in the contract just as if it had remained a participant

in the contract on joint activity.

     CHAPTER 53. PUBLIC COMPETITION

     Article 1068. Organization of a Public Competition

     1. A person who has made a public declaration of the  payment  of

monetary  compensation or the giving of another reward (on the payment

of a reward) for the best performance of the work or  the  achievement

of  other results (a public competition) must pay (or give) the agreed

reward to the one who,  in accordance with the conditions of the  con-

duct of the competition, is recognized as its winner.

     2. A public competition may be open, when the proposal of the or-

ganizer  of the competition to take part in it is addressed to all who

so wish by means of an announcement in the press  or  other  media  of

mass  information,  or  closed,  when the proposal to take part in the

competition is directed to a defined group of people by the choice  of

the organizer of the competition.

     An open competition may be conditioned by the preliminary  quali-

fication  of  its  participants  when the organizer of the competition

conducts a preliminary selection of persons wishing to  take  part  in

it.

     3. An announcement of a public competition must contain as a  mi-

nimum  conditions providing the essence of the task,  the criteria and

procedure for evaluation of the results of work or other achievements,

the  place,  time,  and procedure for presenting them,  the amount and

form of the reward, and also the procedure and times for the announce-

ment of the results of the competition.

     4. To a public competition containing an obligation to conclude a

contract with the winner of the competition, the rules provided by the

present Chapter shall be applied to the extent that Articles 479-481of

the present Code do not provide otherwise.

     Article 1069.  Changing the Conditions and Cancellation of a Pub-

lic Competition

     1. The person who has announced a public competition  shall  have

the  right  to change its conditions or to cancel the competition only

during the first half of the period established for  the  presentation

of work.

     2. A notification of the change of conditions or the cancellation

of  the competition must be made in the same manner as the competition

was announced.

     3. If  in  case of change of conditions of the competition or its

cancellation the requirements specified in Paragraphs 1 and 2  of  the

present Article have been violated,  the person who announced the com-

petition must compensate for expenses borne as a result of this by the

participants  of  the  competition  who performed fully or in part the

work provided in the announcement.

     4. The  person  who announced the competition shall be freed from

the obligation to compensate for expenses and  losses  established  by

Paragraph  3 of the present Article if it shows that this work clearly

did not meet the conditions of the competition.

     Article 1070. Decision on the Payment of the Reward

     1. A decision on payment of the reward must be made and  reported

to  the participants of a public competition by the procedure and wit-

hin the times that were established in the declaration of the competi-

tion.

     2. If the results indicated in the declaration were  achieved  in

work  performed  jointly  by two or more persons,  the reward shall be

distributed in accordance with their agreement.  In the case when such

an agreement is not reached, the procedure for distributing the reward

shall be established by a court.

     Article 1071.  Use of Works of Science,  Literature, and Art That

Won the Competition

     If the subject of a public competition is a work of science,  li-

terature,  or art,  the person who has announced the competition shall

obtain a preferential right to the making,  with the author of a work,

of a contract on the use of the work with payment to it  of  the  aut-

hor,s  royalty unless otherwise provided by the conditions of the com-

petition.

     Article 1072.  Return of Works Presented to the Participants in a

Public Competition

     A person who has declared a public competition shall be obligated

to return the works that did not achieve rewards to  the  participants

in  the  competition,  unless otherwise provided by the declaration of

the competition or follows from the nature of the work performed.

     CHAPTER 54. PUBLIC PROMISE OF A REWARD

     I. General Provisions

     Article 1073. Obligation to Pay a Reward

     1. A person who has made a public announcement of the payment  of

monetary  compensation  or the issuance of another reward (on the pay-

ment of a reward) to one who takes the lawful action indicated in  the

announcement  in  the period indicated in it shall be obligated to pay

the promised reward to anyone who took the  corresponding  action,  in

particular found a lost thing or communicated the necessary informati-

on to the person who promised the reward.

     2. If  the amount is not indicated in the public promise of a re-

ward,  the amount shall be determined by agreement with the person who

promised the reward, and in case of dispute, by a court.

     3. The obligation to pay a reward shall arise regardless of whet-

her the corresponding action was taken in connection with the declara-

tion that was made or independent of it.

     4. In  cases when the action indicated in the declaration was ta-

ken by several persons, the right to receive the reward shall be obta-

ined by the one of them who took the respective action first.

     If the action indicated in the declaration was taken  by  two  or

more  persons  at one time,  the reward shall be divided equally among

them or by another procedure provided by the agreement between them.

     5. Unless  otherwise provided in the declaration on the reward or

derives from the nature of the action indicated  in  the  declaration,

the  correspondence  of the action taken to the requirements contained

in the declaration shall be determined by the person who publicly pro-

mised the reward, and in case of dispute, by a court.

     Article 1074. Withdrawal of a Public Promise of a Reward

     1. A person who has made a public declaration on the payment of a

reward shall have the right,  in the same form,  to withdraw from this

obligation,  except in cases when the impermissibility of a withdrawal

is  provided  in  the declaration itself or arises from it or there is

given a determined period for the taking of an action  for  which  the

reward is promised,  or by the time of declaration of withdrawal,  one

or several of the persons that reacted to a promise already  took  the

action indicated in the declaration.

     2. Withdrawal of the public promise of a reward does not free the

person  who  made  the declaration on the reward from compensating the

person who has reacted for the expenditures borne by it in  connection

with the taking of the action indicated in the declaration. In any ca-

se the amount of compensation may not exceed the reward  indicated  in

the declaration.

     2. Peculiarities of Conduct Of Games And Wagers

     Article 1075. Requirements Connected With the Organization of Ga-

mes and Wagers and With Participation in Them

     Claims of citizens and legal persons connected with the organiza-

tion  of  games and wagers based on risk (gambling and wagers) or with

participation in them shall not be subject to judicial protection with

the  exception  of the claims of persons who took part in games or wa-

gers under the influence of fraud, duress, threats or bad faith agree-

ment of their representative with the organizer of games or wagers and

also the claims following from relations indicated in Article 1096  of

the present Code.

     Article 1076. Peculiarities of Conduct of Lotteries, Pari-mutuels

and Other Games by the State and Municipal Formations

     1. The relations between the state,  an administrative and terri-

torial formation and a person, who has received a permission (a licen-

se) to conduct  lotteries,  pari-mutuels  (mutual  wagers)  and  other

risk-based games from an authorized state agency,  and participants in

games shall be based on contract.  Such a contract shall be formalized

by  issuance of a lottery ticket,  a receipt or any other document and

shall be considered concluded from the time of payment by the partici-

pant  of the price of a lottery ticket or any other payment for parti-

cipation in the game.

     2. Persons who,  in accordance with the conditions of the conduct

of a lottery,  pari-mutuel,  or other games are recognized as the win-

ners  must  be  paid the winnings by the organizer of the games in the

amount,  in the form (in money or in kind),  and time provided by  the

conditions of the game,  or if the time is not indicated in these con-

ditions,  not later than ten days from the time of determining the re-

sults of the games.

     3. In case of nonperformance by the organizer of the games of the

obligation indicated in Paragraph 2 of the present Article, a partici-

pant who has won in the lottery, pari-mutuel, or other games shall ha-

ve  the right to demand from the organizer of the games payment of the

winnings and also compensation for the damages caused by violation  of

the contract on the part of the organizer.

     CHAPTER 55. OBLIGATIONS AS A RESULT OF THE CAUSING OF HARM

     1. General Provisions

     Article 1077. General Bases of Liability for the Causing of Harm

     1. Harm  caused  to  the person or property of a citizen and also

harm caused to the property of a legal person and the state by illegal

actions  (omission) shall be subject to compensation by the person who

has caused the harm in full measure.

     A statute  may place an obligation for compensation for harm on a

person who is not the person that caused the harm.

     A statute  or  contract  may establish an increased liability for

the person who has caused the harm or a larger amount of compensation.

     2. The  person who has caused the harm is freed from compensation

for the harm if it shows that the harm was caused not by its fault.  A

statute  may provide for compensation for the harm even in the absence

of fault of the person who caused the harm.

     3. Harm caused by lawful actions shall be subject to compensation

in the cases provided by a statute.

     Article 1078. Preventing the Causing of Harm

     1. The danger of causing harm in the future may be the basis  for

a suit for prohibition of actions creating such a danger.

     2. If harm caused is a consequence of the exploitation of an  en-

terprise,  structure,  or  other production activity that continues to

cause harm or threatens with new harm, a court, in addition to compen-

sation  for  harm,  shall  have the right to obligate the defendant to

suspend or cease the respective activity.

     A court may refuse a suit for the cessation of the respective ac-

tivity only in the case when its suspension or cessation would violate

social  interests.  A  refusal  of cessation of such activity does not

deprive the victim of the right to compensation for the harm caused by

such activity.

     Article 1079. Causing Harm in a State of Necessary Defense

     Harm is not subject to compensation if it is caused in a state of

necessary defense, provided that its limits were not exceeded.

     Article 1080. Causing Harm in a State of Extreme Necessity

     Harm caused in a state of extreme necessity,  i.e. to eliminate a

danger  threatening  the person causing the harm or other persons,  if

this danger in the given circumstances could not be eliminated by  ot-

her means, must be compensated by the person who has caused the harm.

     Considering the circumstances under which such harm was caused, a

court  may  place  the  obligation to compensate for it upon the third

persons in whose interest the person who caused  the  harm  acted,  or

free  both  this  third person and the person who caused the harm from

compensation for the harm in whole or in part.

     Article 1081.  Liability of a Legal Person or a Citizen for  Harm

Caused by Its Employee

     1. A  legal  person or a citizen shall compensate for harm caused

by its employee in the performance of labor (or employment, or offici-

al) obligations.

     2. With respect to the rules of the present Code  on  obligations

following from causing harm,  employees are citizens,  performing work

under a labor agreement (or contract),  and also  under  a  civil  law

contract  if  thereby  they acted or were required to act on a task of

the respective legal person or citizen and under its  supervision  for

safe conduct of work.

     Economic partnerships and production cooperatives shall compensa-

te  for  harm caused by their participants (or members) in the conduct

by the latter of entrepreneurial,  production or other activity of the

partnership or cooperative.

     Article 1082.  Liability for Harm Caused by State Agencies, Agen-

cies of Local Self-Government, and Also Their Officials

     1. Harm caused as a result of issuance by state agencies of  acts

that  do  not comply with statutes shall be subject to compensation on

the basis of a court decision regardless of the fault of agencies  and

officials  who  have issued the act.  Harm shall be compensated at the

expense of the state treasury (Article 138).

     2. Harm caused as the result of illegal actions (or omissions) of

state agencies in the field of administrative management shall be com-

pensated  on  general  bases (Article 1098) at the expense of monetary

funds that are at disposal of these agencies. In case of insufficiency

of  such funds,  harm shall be compensated subsidiarily at the expense

of the state treasury.

     Article 1084.  Liability for Harm Caused by  Illegal  Actions  of

Agencies of Inquiry, Preliminary Investigation, the Procuracy, and the

Court

     1. Harm caused to a citizen as the result of illegal  conviction,

illegal bringing to criminal liability,  illegal application as a mea-

sure of restraint of confinement under guard or signed commitment  not

to  depart,  or illegal imposition of an administrative penalty in the

form of detention or corrective work, shall be compensated by the sta-

te in full regardless of the fault of the officials of the agencies of

inquiry,  preliminary investigation,  procuracy, and the court, by the

procedure established by a statute.

     2. Harm caused to a citizen or legal person as the result of  il-

legal activity of agencies of inquiry, preliminary investigation, pro-

curacy, or court shall be compensated on general bases unless otherwi-

se provided by a statute (Paragraph 2 of Article 1104).

     3. Harm caused as the result of an illegal decision on civil  ca-

ses  shall  be  compensated in the case when the fault of the judge is

determined by the procedure established by a statute.

     Article 1085.  Compensation for Harm by a Person Who has  Insured

Its Liability

     A legal person or citizen who has insured its liability by way of

voluntary or compulsory insurance, in the case when the insured amount

is insufficient to fully compensate for the harm caused, shall compen-

sate for the difference between the insured amount and the actual amo-

unt of harm.

     Article 1086.  Liability  for Harm Caused by Minors of the Age of

Up to Fourteen Years

     1. For harm caused by a minor who has not reached fourteen  years

of  age  (an  infant),  its parents (or adoptive parents) or guardians

shall be liable, unless they show that the harm arose not by their fa-

ult.

     2. If a minor needing guardianship was in a respective child-rai-

sing institution,  therapeutic institution, institution of social pro-

tection of the public,  or other analogous institution,  that by force

of  a statute is its guardian (Article 35),  this institution shall be

obligated to compensate for the harm caused by  the  minor  unless  it

shows that the harm arose not by the fault of the institution.

     3. If the minor caused harm at the time when it was under the su-

pervision of an educational, child-raising, therapeutic, or other ins-

titution obligated to conduct supervision of him,  or of a person con-

ducting  supervision  on the basis of a contract,  this institution or

person shall be liable for the harm unless it shows that the harm aro-

se without its fault.

     If the parents (or adoptive parents),  guardians, or they and ot-

her citizens indicated in Paragraph 3 of the present Article have died

or do not have sufficient assets for compensation for harm  caused  to

the life or health of the victim, while the person who caused the harm

himself,  having become of full dispositive capacity, disposes of such

assets,  the  court,  taking into account the property position of the

victim and the person who caused  the  harm  and  other  circumstances

worth of attention shall have the right to take a decision on the com-

pensation for harm in full or in part at the expense of the person who

caused the harm himself.

     Article 1087.  Liability  for Harm Caused by Minors of the Age of

Fourteen to Eighteen Years

     1. Minors of the age of fourteen to eighteen years  independently

bear liability for harm caused on general bases.

     2. In the case when a minor of the age of  fourteen  to  eighteen

years  does not have any property or other source of income sufficient

for compensation for harm,  the harm must be compensated in full or in

the  lacking  part,  by its parents (or adoptive parents) or curators,

unless they show that the harm arose not by their fault.

     If a minor of the age of fourteen to eighteen years,  needing gu-

ardianship, was in a respective child-raising institution, therapeutic

institution,  institution  of  social protection of the public,  or in

another analogous institution, that by force of a statute is its guar-

dian,  these institutions shall be obligated to compensate for harm in

full or in the lacking part unless they show that the harm  arose  not

by its fault.

     3. The obligation of parents (or adoptive  parents),  a  curator,

and  the respective institution to compensate for harm shall be termi-

nated upon attainment of majority by the person who caused the harm or

when, before attainment of majority he gets some property or other so-

urce of income sufficient for compensation for the harm,  or  when  he

has obtained dispositive capacity before the attainment of majority.

     Article 1088.  Liability  of  Parents Deprived of Parental Rights

for Harm Caused by Minors

     A court may place upon a parent who has been deprived of parental

rights liability for harm caused by his minor child during three years

after the deprivation of a parent of parental rights if the conduct of

the  child that caused the harm was the result of improper performance

by him of obligations concerning bringing-up the child.

     Article 1089.  Liability for Harm Caused by a Citizen  Recognized

as Lacking Dispositive Capacity

     1. Harm caused by a citizen recognized as lacking dispositive ca-

pacity (Article 30) shall be compensated by its guardian or the  orga-

nization obligated to exercise supervision over him,  unless they show

that the harm arose not by their fault.

     2. The  obligation of a guardian or organization for compensation

for harm caused by a citizen who has been recognized as lacking dispo-

sitive  capacity  shall not be terminated in the case of reinstatement

of his dispositive capacity.

     3. If the guardian has died or lacks sufficient funds for compen-

sation for harm caused to the life or health of the victim and the one

who  caused the harm himself possesses such funds,  the court,  taking

into account the property position of the victim and of  the  one  who

caused the harm and also other circumstances,  shall have the right to

take a decision on compensation for harm in full or in part at the ex-

pense of the property of the one who caused the harm.

     Article 1090.  Liability  for Harm Caused by a Citizen Recognized

as of Limited Dispositive Capacity

     Harm caused by a citizen recognized as of limited dispositive ca-

pacity as the result of abuse of alcoholic beverages or narcotics (Ar-

ticle 31) shall be compensated on general bases by the person who cau-

sed the harm.

     Article 1091.  Liability for Harm Caused by a Citizen Not Capable

of Understanding the Significance of His Actions

     1. A citizen with dispositive capacity or a minor of the  age  of

fourteen  to eighteen years who has caused harm in a condition when he

could not understand the significance of his actions or  control  them

is not liable for harm caused by him.

     2. The one who caused the harm shall not be freed from  liability

if  he  brought himself to the condition in which he could not unders-

tand the significance of his actions by the use of  alcoholic  bevera-

ges, narcotics, or in another manner.

     3. If the harm is caused by a person who could not understand the

significance  of his actions or control them as the result of a mental

illness or feeble-mindedness,  the obligation to compensate  for  harm

may be imposed by the court on his spouse,  parents, or adult children

who are living with him and capable of work,  and who knew of the men-

tal illness or feeble-mindedness of the person who caused the harm but

did not raise the question on finding him lacking dispositive capacity

and instituting of guardianship over him.

     Article 1092.  Liability  for Harm Caused by Activity Creating an

Increased Danger for Those Around

     1. A source of increased danger means physical, physical and che-

mical,  chemical and biological forces used by civil law subjects eit-

her by virtue of the right of ownership,  economic management and ope-

rative administration or on other permitted bases (a contract,  a sta-

tute,  an administrative act and etc.) and representing  an  increased

danger for those around.

     2. Legal persons and citizens,  whose activity is connected  with

increased danger for those around (transport organizations, industrial

enterprises,  construction sites,  owners of means  of  transport  and

etc.)  shall  be obligated to compensate for harm caused by the source

of increased danger unless they show that the harm arose as the result

of force majeure or the intent of the victim.

     The obligation of compensation for harm shall be placed upon  the

legal  person  or citizen who possesses the source of increased danger

by the right of ownership,  right of economic management,  or right of

operative  administration,  or  on other legal basis ( the contract of

lease,  under an authorization for the right to drive means of  trans-

port, by force of disposition of a competent agency on transfer of the

source of increased danger to it, etc.).

     3. The possessors of sources of increased danger shall bear joint

and several liability for harm caused as the result of the interaction

of these sources (collision of means of transport, etc.) to third per-

sons on the bases provided by Paragraph 1 of the present Article.

     Harm caused as the result of the interaction of sources of incre-

ased danger to their possessors shall be compensated on  general  gro-

unds. Whereas:

     harm caused at fault of one party shall be compensated in full by

this party;

     harm caused at fault of both parties or several parties shall  be

compensated in proportion to the degree of fault of each of them.

     If it is impossible to determine the degree of fault of  each  of

the parties, the liability shall be distributed equally among them.

     In case of absence of fault of the parties in causing harm, neit-

her  of them shall have the right to demand compensation for harm.  In

such a case each of the parties shall bear risk of expenses  borne  by

it.

     4. The possessor of a source of increased danger shall not be li-

able  for  harm caused by this source if it shows that the source left

its control as the result of the illegal actions of other persons. Li-

ability  for harm caused by the source of increased danger in such ca-

ses shall be borne by the persons who have illegally taken  possession

of the source. In case of fault of the possessor of the source of inc-

reased danger in the illegal taking of this source from  its  control,

liability  may  be imposed both on the possessor and on the person who

took possession of the source of increased danger.

     Article 1093. Liability for Jointly Caused Harm

     Persons who have jointly caused harm shall be liable jointly  and

severally to the victim.

     On petition of the victim and in its interests,  the court  shall

have the right to impose shared liability upon persons who have joint-

ly caused harm.

     Article 1094. The Right of Subrogation Against the Person Who Has

Caused Harm

     1. One  who has compensated for harm caused by another person (by

an employee in its performance of its labor (employment, official) ob-

ligations,  by a person driving a means of transport, etc.) shall have

the right of a subrogation claim against this person in the amount  of

compensation paid unless another amount is established by a statute.

     2. A person who has caused harm and who has compensated for join-

tly  caused  harm shall have the right to claim from each of those who

have caused harm a share of the compensation paid to the victim in  an

amount corresponding to the degree of fault of this person who has ca-

used harm.  In case of impossibility of determining the degree of  fa-

ult, the shares shall be recognized as equal.

     3. The state that has compensated for harm caused by officials of

agencies of inquiry,  preliminary investigation,  procuracy,  or court

(Paragraph 1 of Article 1105) shall have the right of subrogation aga-

inst  these  person if the fault of these persons has been established

by the procedure provided by a statute.

     4. The  state  agencies  of social security that have compensated

for harm caused to a victim shall have the right of  subrogation  aga-

inst the person who is guilty of causing harm.

     5. Persons who have compensated for harm on the  bases  indicated

in  Articles 1108-1111 of the present Chapter shall not have the right

of subrogation against the person who caused the harm.

     Article 1095. Volume and Amount of the Harm Compensated

     1. The volume of harm is the size of harm  caused  by  which  the

property condition of the victim reduced.

     2. The amount of harm compensated is a determined size of compen-

sation that the victim might claim.

     Article 1096. Ways of Compensation for Harm to Property

     In awarding  a  compensation for harm,  the court,  in accordance

with the circumstances of the case,  shall obligate the person  liable

for harm) to compensate in full for the damages caused (Paragraph 2 of

Article 15) or to compensate for the harm in kind (to provide a  thing

of the same type and quality, fix the damaged thing, etc).

     Article 1097.  Consideration  of  the Fault of the Victim and the

Property Position of the Person Who Caused the Harm

     1. Harm caused as the result of the intent of the victim  is  not

subject to compensation.

     2. If the gross negligence of the victim itself aided the arising

or increasing of the harm, then, depending upon the degree of fault of

the victim and the person who caused the harm, the amount of compensa-

tion must be reduced.

     3. In case of gross negligence of the victim and absence of fault

of  the  one  who caused harm in cases when it is liable regardless of

fault,  the amount of compensation must be reduced or compensation for

harm must be refused,  unless a statute provides otherwise. In case of

causing of harm to the life or health of a citizen refusal of  compen-

sation for harm is not allowed.

     4.The fault of the victim shall not be considered in compensation

for  the supplementary expenditures (Paragraph 1 of Article 1119,) nor

in compensation for harm in connection with the death of the breadwin-

ner  (Article 1123),  nor in compensation of funeral expenditures (Ar-

ticle 1128).

     5. The  court may reduce the amount of compensation for harm cau-

sed by a citizen,  taking into account his property position, with the

exception  of cases when the harm is caused by actions taken intentio-

nally.

     2. Compensation for Harm Caused to the Life or Health of a  Citi-

zen

     Article 1098.  Compensation for Harm Caused to the Life or Health

of a Citizen in the Performance of Contractual or Other Obligations

     Harm caused to the life or health of a citizen in the performance

of  contractual obligations and also in the performance of obligations

of military service,  service in the police, and other analogous obli-

gations  shall  be  compensated according to the rules provided by the

present Chapter unless a statute or contract provides for a higher me-

asure of liability.

     Article 1099. Scope and Nature of Compensation for Harm Caused by

Damage to Health

     1. In case of the causing of physical injury or other harm to the

health of the citizen,  the lost wages (or income) which it had or de-

finitely could have had and also expenditures that were caused by  the

damage to the health (for treatment, supplementary nourishment, obtai-

ning medicines, prosthetics, care, sanitarium-resort treatment, obtai-

ning  special means of transport,  preparation for another job,  etc.)

shall be subject to compensation, if it is established that the victim

needs  the  respective  means of assistance and care and does not have

the right to receive them free of charge.

     2. In determining the lost wages (or income), a disability pensi-

on awarded to the victim in connection with the physical injury or ot-

her  harm  to the health and also other types of pensions,  allowances

and also other similar payments awarded both before and after the cau-

sing  of harm to the health shall not be considered toward the compen-

sation for harm.  Wages received by the victim after the harm  to  the

health was caused also shall not be considered toward the compensation

for harm.

     3. The scope and size of compensation for harm due to a victim in

connection with the present Article may be increased by a  statute  or

contract.

     Article 1100. Determination of the Wages (Income) Lost as the Re-

sult of Damage to Health

     1. The measure of wages (or income) subject to compensation shall

be determined as a percentage of the average monthly wages (or income)

before the physical injury or other damage to the health or until loss

by  him  of ability to work corresponding to the degree of loss by the

victim of job-related ability to work and, in the absence of job-rela-

ted ability to work, the general ability to work.

     2. All types of payment for labor under labor and civil law cont-

racts  both  at  its basic place of work and at an additional job that

are assessed for income taxation shall be included in  the  wages  (or

income)  lost.  Payments of a one-time nature (compensation for unused

leave,  exit compensation on discharge and etc) shall not be  conside-

red. For a period of temporary inability to work or leave for pregnan-

cy and childbirth, the allowance paid shall be considered. Income from

entrepreneurial  activity  and also author’s royalty shall be included

in lost wages;  income from entrepreneurial activity shall be included

on the basis of the data of the tax inspectorate.

     All types of wages (or income) shall be calculated in the amounts

paid before deduction of taxes.

     The average monthly wages (or income) shall be calculated by  di-

viding  the total amount of wages (or income) for the twelve months of

work preceding the harm to the health by 12. In the case when the vic-

tim  by  the  time  of the causing of harm had worked less than twelve

months,  the average monthly wages (or income) shall be calculated  by

dividing  the  total  amount  of  wages  (or income) for the number of

months actually worked preceding the harm to the health by the  number

of these months.

     In the case when the victim,  at the time of causing of the  harm

has not worked, there shall be considered, at his option, wages before

discharge or the usual wage of an employee of his skill in  the  given

place, but not less than five times the minimum monthly wage establis-

hed by a statute.

     3. If  stable  changes  occurred  in the wages (or income) of the

victim before the causing of physical injury to him or other  harm  to

his health improving its financial position (the wages were raised for

the position he occupied, he was transferred to a higher paid work, he

started  to  work  after  finishing  an  educational  institution as a

full-time day student) and in other cases when the  stability  of  the

change  or possibility of change is shown,  in determining the average

monthly wages (or income),  only the wages (or income) are  considered

that he received.

     Article 1101.  Compensation for Harm in the Case of Damage to the

Health of a Person Who Has Not Attained Majority

     1. In case of physical injury or other harm to the  health  of  a

minor who has not attained the age of fourteen years and does not have

wages,  persons liable for the harm caused are obligated to compensate

for the expenditures connected with the harm to the health.

     2. When the infant victim attains the age of fourteen years,  and

also in the case of causing of harm to a minor of fourteen to eighteen

years of age who does not have wages (or income),  the persons  liable

for  the  harm are obligated to compensate the victim,  in addition to

expenses connected with the causing of harm to the  health,  also  the

harm connected with the loss or reduction of his ability to work, pro-

ceeding from five times the minimum monthly wage established by a sta-

tute.

     If by the time of harm to his health,  the  minor  had  earnings,

then the harm shall be compensated proceeding from the amount of these

earnings, but not less than five times the minimum monthly wage estab-

lished by a statute.

     After the start of labor activity,  the  victim  shall  have  the

right  to demand an increase in the amount of compensation for harm on

the basis of the wages received by him, but not lower than the measure

of  compensation  established  for the position occupied by him or the

wages of an employee of the same skill at his place of work.

     Article 1102.  Compensation for Harm to Persons Suffering  Damage

as the Result of the Death of a Citizen

     1. In  case of the death of a citizen persons not capable of work

that were dependent upon support by the decedent or having by the  day

of his death the right to receive support from him, a child of the de-

cedent born after his death, one of the parents, spouse, or other mem-

ber  of the family regardless of ability to work who does not work and

engages in care of children, grandchildren, bothers, or sisters of the

decedent  who were dependent upon support by the decedent and have not

attained fourteen years of age or who,  although  they  have  attained

this age, but on conclusion of medical agencies need, due to condition

of health, outside care shall have the right to compensation for harm:

     2. Persons  that  were dependent upon support by the decedent and

have become incapable of work in the course of five  years  after  his

death  shall also have the right to compensation for harm.  One of the

parents, the spouse or a member of the family who does not work and is

not engaged in care of children,  grandchildren,  brothers, or sisters

of the decedent indicated in Paragraph 1 of the  present  Article  and

who became unable to work during the period of conducting care preser-

ves the right to compensation for harm after the termination  of  care

for these persons.

     2. Harm shall be compensated:  for minors until attainment of the

age  of eighteen;  for students of the age of eighteen and older,until

finishing study in full-time educational institutions but not  further

than  until  the age of twenty three;  for women older than fifty five

years and men older than  sixty  years,for  life;  for  disabled  per-

sons,for the period of disability; for one of the parents, the spouse,

or other member of the family occupied in care  for  children,  grand-

children, brothers, or sisters of the decedent who were dependent upon

support of the decedent,until they reach the age of fourteen or  until

a change in condition of health.

     Article 1103. Amount of Compensation for Harm Suffered in Case of

the Death of the Breadwinner

     1. For persons having the right to compensation for harm in  con-

nection with the death of a citizen,  harm shall be compensated in the

amount of that share of the wages (or income) of the decedent calcula-

ted  according  to  the rules of Article 1120 of the present Code that

they received or had the right to receive for their support  while  he

was alive. In determining the measure of compensation for harm to the-

se persons,  in the income of the decedent along with wages  pensions,

lifetime  support  and other like payments received by him during life

shall be included.

     2. In determining the measure of compensation for harm,  pensions

awarded to persons in connection with the death of the breadwinner and

also  other  types of pensions awarded both before and after the death

of the breadwinner, and also wages and scholarships shall not be coun-

ted in the calculation of the compensation for harm.

     3. The measure of compensation calculated for each of  those  ha-

ving  the  right to compensation for harm in connection with the death

of a breadwinner shall not be subject to further recalculation  except

in cases:  of birth of a child after the death of the breadwinner;  of

the award (or termination) of payment of compensation to persons occu-

pied with care of children,  grandchildren,  brothers,  and sisters of

the deceased breadwinner.

     A statute or contract may increase the amount of compensation.

     Article 1104. Change of the Amount of Compensation for Harm

     1. A victim who has partially lost the ability to work shall have

the right at any time to demand from the person upon whom the  obliga-

tion to compensate for harm has been placed,  a corresponding increase

in the amount of the compensation for harm if the ability to  work  of

the victim has been further reduced in connection with the harm caused

to the health in comparison with that which he still had by  the  time

when the compensation for harm was awarded to him.

     2. Persons upon whom the obligation of compensation for harm con-

nected  with  harm  to the health of the victim has been imposed shall

have the right to demand a corresponding reduction in  the  amount  of

compensation  if  the  ability  to work of the victim has increased in

comparison with that which he still had by the time when the compensa-

tion for harm was awarded to him.

     3. The victim shall have the right to demand increase in the amo-

unt  of  compensation  for  harm if the property position of a citizen

upon whom the obligation to compensate for harm was imposed has impro-

ved  and  the  measure  of compensation had been reduced in accordance

with Paragraph 5 of Article 1117 of the present Code, however, not mo-

re than the amount established by a statute.

     4. The court may, on demand of a citizen who has caused harm, re-

duce  the  amount of compensation for harm if his property position in

connection with disability or reaching pension age worsened in  compa-

rison  with its position at the time of award of compensation for harm

(Paragraph 5 of Article 1117).

     Article 1105. Increase in the Compensation for Harm in Connection

With  Increase in the Cost of Living and Increase in the Minimum Mont-

hly Wage

     The amounts of compensation for harm paid to citizens in  connec-

tion  with  harm caused to the health or the death of the victim shall

be subject to indexation by the procedure established by a statute.

     In case  of increase by the procedure established by a statute in

the minimum monthly wage,  the amount of compensation for  lost  wages

(or  income) and other payments awarded in connection with harm to the

health or the death of the victim shall be increased proportionally to

the  increase in the minimum monthly wage (Article 341) and labor pay-

ment of the person who has caused harm.

     Article 1106. Payments in Compensation for Harm

     1. Compensation for harm connected with the reduction in  ability

to work or the death of the victim shall be made in monthly payments.

     In case of compelling reasons, the court, taking into account the

possibilities of the one who caused the harm,  may,  on request of the

person having the right to compensation for harm, award to it the com-

pensation due at one time, but not for more than three years.

     2. Recovery of supplementary expenses may be  conducted  for  the

future within the times determined on the basis of medical expert eva-

luation,  and also in case of the necessity of advance payment of  the

cost  of  respective  services and property (including obtaining vouc-

hers,  paying for transportation,  payment for special means of trans-

portation and etc).

     Article 1107.  Compensation  for Harm in Case of Liquidation of a

Legal Person

     1. In case of reorganization of a legal person recognized by  the

established procedure as liable for the harm caused to the life or he-

alth,  the obligation for making of the respective payments  shall  be

borne  by its legal successor.  Claims for compensation for harm shall

be made against it.

     2. In case of liquidation of a legal person recognized by the es-

tablished procedure as liable for the harm caused to the life  or  he-

alth, the respective payments must be capitalized for their payment to

the victim according to the rules established by a  statute  or  other

legal acts.

     3. In cases when the capitalization of payments may not  be  con-

ducted  due to the absence or insufficiency of the property of the li-

quidated legal person, the amounts awarded shall be paid to the victim

by the state by procedure provided by a statute.

     Article 1108. Compensation of Funeral Expenses

     The persons  liable  for the harm connected with the death of the

victim shall be obligated to compensate for the necessary funeral  ex-

penses to the person who has borne these expenses.

     The funeral allowance received by citizens who have  borne  these

expenses  shall  not be considered in calculating the compensation for

harm.

     3. Compensation for Harm Caused as the Result of Defects  in  Go-

ods, Work, or Services

     Article 1109.  The  Bases  of Compensation for Harm Caused as the

Result of Defects in Goods, Work, or Services

     Harm caused to the life,  health,  or property of a citizen or to

the  property of a legal person as the result of design,  formula,  or

other defects in goods,  work,  or services and also as the result  of

unreliable  or insufficient information on goods (or work or services)

shall be subject to compensation by the seller  or  manufacturer  (the

performer)  regardless  of their fault and of whether or not they were

in contractual relations with the victim.

     This rule  shall  be applied only in cases of obtaining the goods

(work, services) for consumer purposes.

     Article 1110. Persons Liable for Harm Caused as the Result of De-

fects in Goods, Work, or Services

     1. Harm caused as the result of defects in goods shall be subject

to compensation at the choice of the victim by the seller or  manufac-

turer of the goods.

     2. Harm caused as the result of defects in work or services shall

be subject to compensation by their performer.

     3. Harm caused as the result of failure to provide full or  reli-

able information on the characteristics of goods or rules of their use

shall be subject to compensation by the persons  indicated  in  Parag-

raphs 1 and 2 of the present Article.

     Article 1111. Periods for the Compensation for Harm Caused as the

Result of Defects in Goods, Work, or Services

     1. Harm caused as the result of defects in goods, work, or servi-

ces  shall be subject to compensation if it has been caused in the co-

urse of the established periods of suitability of the goods  (or  work

or services), or, if a period of suitability has not been established,

in the course of ten years from the day of production of the goods (or

work or services).

     2. Beyond the said limit of the periods, harm shall be subject to

compensation if:

     in violation of the requirements of a statute, a period of suita-

bility was not established;

     the person was not warned of the necessary actions upon the expi-

ration  of  the period of suitability and the possible consequences in

case of failure to take these actions.

     Article 1112. Bases for Freeing from Liability for Harm Caused as

the Result of Defects in Goods, Work or Services

     The seller  or manufacturer of the goods or the performer of work

or services shall be freed from liability only in cases when it  shows

that the harm arose as the result of force majeure or violation by the

consumer of the established rules for use of the goods, the results of

work, or services or their storage.

     4. Compensation for Moral Harm

     Article 1113. Compensation for Moral Harm

     1. Moral  harm  shall be compensated by the person who has caused

harm at its fault with the exception of cases provided by Paragraph  2

of the present Article.

     2. Compensation for moral harm shall be made  regardless  of  the

fault of the one who caused the harm in cases when:

     the harm was caused to the life or health of a citizen by a sour-

ce of increased danger;

     the harm was caused to a citizen as the  result  of  his  illegal

conviction, illegal bringing to criminal liability, illegal applicati-

on of confinement under guard or signed commitment not to depart as  a

measure of restraint, illegal imposition of an

administrative sanction in the form of detention or corrective work;

     harm caused  by  the distribution of information impugning honor,

dignity, or business reputation;

     in other cases provided by a statute.

     3. Moral  harm caused by actions (or inaction) violating the pro-

perty rights of a citizen shall not be subject to compensation  except

for cases provided by a statute.

     Article 1114. Amount of Compensation for Moral Harm

     1. Compensation for moral harm shall be made in monetary form.

     2. The amount of compensation for moral harm shall be  determined

by  a court depending upon the nature of the physical and moral suffe-

ring caused to the victim and also the degree of fault of the one  who

caused  the  harm in cases when this fault is a basis for compensation

for harm. In determining the measure of compensation for harm, the re-

quirements of reasonableness and justice must be considered.

     The nature of physical and moral suffering shall be evaluated  by

a  court taking into account the factual circumstances under which mo-

ral harm was caused and the individual peculiarities of the victim.

     3. Moral harm shall be compensated independently from the proper-

ty harm subject to compensation.

     CHAPTER 56. OBLIGATIONS AS THE RESULT OF UNJUST ENRICHMENT

     Article 1115. The Obligation to Return Unjust Enrichment

     1. A person who without bases established by  legislation,  or  a

transaction has obtained or economized property (the recipient) at the

expense of another person (the victim) shall be obligated to return to

the  latter  the  unjustly obtained or economized property (unjust en-

richment),  with the exception of the cases,  provided by Article 1142

of the present Code.

     2. The obligation established by paragraph 1 of the  present  Ar-

ticle shall occur also if the basis on which the property has been ob-

tained or saved stopped existing.

     3. The rules provided by the present Chapter shall be applied re-

gardless of whether the unjust enrichment was the result of  the  con-

duct of the recipient of the property,  the victim itself,  third per-

sons, or the result of an event.

     Article 1116. Relation of Claims for the Return of Unjust Enrich-

ment to Other Claims for the Protection of Civil-Law Rights

     To the  extent not otherwise established by legislation,  nor ot-

herwise follows from the nature of the respective relations, the rules

provided by the present Chapter shall also be applied to claims:

     1) for return of performance under an invalid transaction;

     2) for the recovery of property by an owner from another’s unlaw-

ful possession;

     3) of one party in an obligation to another for return of perfor-

mance in connection with this obligation;

     4) for compensation for harm including that caused by the bad-fa-

ith conduct of the enriched person.

     Article 1117. Physical Return of Unjust Enrichment

     1. Property constituting unjust enrichment of the recipient  must

be physically returned to the victim.

     2. The recipient shall be liable to the victim for every,  inclu-

ding  accidental,  shortage  or  worsening of the unjustly received or

economized property that occurred after it knew or should  have  known

of the unjust enrichment. It shall be liable only for intent and gross

negligence before this time.

     Article 1118. Compensation for the Value of Unjust Enrichment

     1. In case of the impossibility of the physical return of the un-

justly received or economized property,  the recipient must compensate

the victim for the actual value of this property at the  time  it  was

obtained  and also for the damages caused by later change in the value

of the property if the recipient has not  compensated  for  its  value

promptly after it learned of the unjust enrichment.

     2. A person who has unjustifiably made temporary use of another’s

property without the intent to obtain it or of another’s services must

compensate the victim for what the person economized as the result  of

such  use  at the price existing at the time when the use ended and in

the place where it occurred.

     Article 1119.  Consequences of Unjustified Transfer of Rights  to

Another Person

     A person  who  has transferred by way of assignment of a claim or

in another manner a right belonging to himself to  another  person  on

the  basis of a nonexistent or invalid obligation shall have the right

to demand re-establishment of the former position including the return

to it of documents confirming the right transferred.

     Article 1120. Compensation to the Victim for Income Not Received

     1. A  person  who  has  unjustly  received or economized property

shall be obligated to return to or compensate the victim for all inco-

me  that it extracted or should have extracted from this property from

the time when it knew or should have known of the unjust enrichment.

     2. Interest  for  the use of another’s assets (Article 426) shall

be assessed on the amount of unjust monetary enrichment from the  time

when  the recipient knew or should have known of the unjust receipt or

saving of monetary assets.

     Article 1121.  Compensation for Expenditures on Property  Subject

to Return

     Upon the  return  of the unjustly received or economized property

(Article 1137) or compensation for its value (Article 1138), the reci-

pient  shall  have the right to claim from the victim compensation for

necessary expenditures borne for the maintenance and  preservation  of

the property from the time from which it was obligated to return inco-

me (Article 1140) taking into account the benefits received by it. The

right  to compensation for expenditures shall be lost in the case when

the recipient intentionally withheld property subject to return.

     Article 1122. Unjust Enrichment Not Subject to Return

     The following are not subject to return as unjust enrichment:

     1) property  transferred  in  performance of an obligation before

the occurrence of the time for performance, unless the obligation pro-

vides otherwise;

     2) property transferred in performance of an obligation after ex-

piration of the period of limitation of actions;

     3) wages and payments  equated  to  them,  pensions,  allowances,

scholarships, compensation for harm caused to the life or health, sup-

port payments,  and other monetary amounts granted to a citizen as me-

ans for subsistence, in the absence of bad faith on

his part or of a bookkeeping error;

     4) monetary  amounts  and  other  property if the purchaser shows

that the person claiming return of the property provided the  property

for purposes of charity.
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