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Sole Distributor contract

Between 
(name, legal status, address of registered office of the firms):

……………………………………………………………………………

hereinafter “the Supplier”

And 
(name, legal status, address of registered office of the firms):
……………………………………………………………………………

hereinafter “the Sole Distributor”

It has been agreed as follows:

Article 1
Purpose of the Agreement

1. The Supplier is producer (en/of licensee) of ................. (name of product or trademark) and for that reason entitled and authorized to manufacture the products (hereafter “the goods”) or make them manufactured by a third party.
2. The Supplier grants to the Sole Distributor the exclusive selling rights for the goods as listed in Annex A.
3. The Sole Distributor accepts this and buys and sells in his own name and on his own account and acts with regard to the Supplier and the customers as an independent contractor. 
4. If the Supplier decides to market a new product which replaces or constitutes an accessory to the goods listed in Annex A, he shall inform the Sole Distributor in order to discuss the possibility of including it in the contract.

5. This agreement does not create any form of legal entity or association between the Supplier and the Sole Distributor.
Article 2
Territory and/or Customers

1. The following geographical area (hereafter: “the Territory”) is granted to the Sole Distributor:

………………………………………………………………………(country/region)
2. The customers listed in Annex B are recognized as customers of the Sole Distributor.

Article 3
General Principle of Good Faith

Parties will carry out their obligations under this contract in good faith and in accordance with the general principle of fair dealing. The provisions of this contract and any statements made by the parties in connection with this contract will be interpreted in good faith.

Article 4 
Obligations of the Sole Distributor
1. The Sole Distributor will maintain an adequate sales organisation to ensure fulfilment of his obligations and in carrying out his obligations, will make every effort to safeguard the interests of the Supplier, in conformity with the best business practice. He undertakes in particular: 

· to actively prospect his territory;

· to carefully comply with the terms of payment and sales conditions agreed upon between the parties;


· to provide the Supplier with all information reasonably requested relating to sales promotion, market situation in the territory covered by this agreement, technical development and prices. 

2. The Sole Distributor is bound by professional secrecy during and after the distributor relationship with regard to all information he receives concerning the design, manufacture and development of the Supplier’s product. Unless the Supplier agrees otherwise, no such information may be disclosed by the Sole Distributor to any third party.
3. Unless the supplier agrees otherwise, the sole distributor undertakes:

a. Not to accept or maintain, for the duration of this contract, the representation, distribution or production of goods competing or likely to compete, by virtue nature or final use, with the contractual goods.


b. Not to take direct or indirect interest in the distribution of such competing goods.


4. Each year, the Sole Distributor and the Supplier will discuss the programme for advertising of the goods and participation at fairs and exhibitions. Marketing and image building policies will be agreed between the parties.

a.
The Sole Distributor undertakes to advertise the contractual goods in the Territory granted. The cost of such advertising shall be paid; (make a choice) 
O
in full by the Supplier
O
partly (...%) by the Supplier and partly (...%) by the Sole Distributor

b. The parties will agree on their participation in exhibitions and fairs to promote the sale of the contractual goods within the Territory. The costs of such participation will be paid for; (make a choice) 
O
in full by the Supplier
O
partly (...%) by the Supplier and partly (...%) by the Sole Distributor

5. The Sole Distributor will not actively prospect for or advertise to customers located in a territory where exclusive rights have been reserved by the Supplier and will not establish any branch office or maintain any depot for the distribution of the products outside the Territory, without the express consent of the Supplier.
Article 5 
Obligations of the Supplier
1. The Supplier undertakes:

a. To supply the contractual goods ordered, subject to their availability. The Supplier may not unreasonably reject orders received from the Sole Distributor;

b. Not to sell the contractual goods in the territory granted to the Sole Distributor or de customers listed in Annex B without the latter’s specific written consent;

c. Not to grant to any third person the selling rights of the contractual goods to customers listed in Annex B or in the territory granted to the Sole Distributor without the latter’s specific written consent;

d. To make arrangements to oblige his distributors/agents etc. in other territories not to advertise or prospect for sales, and not to use directly or indirectly any sales organisation for the contractual goods in the territory granted to the Sole Distributor.

2. The Supplier will provide the Sole Distributor – free of charge – with all information, documents, samples and users’ manuals, and advertising material necessary for sales of the contractual goods. The Supplier will pay transport costs and clearance charges of such material. On termination of the contract the documents, advertising material and samples must be returned by the Sole Distributor to the Supplier. The costs of such a return will be paid in full by the Supplier.
3. The Supplier undertakes to forward to the Sole Distributor all orders, communications and inquiries he receives directly from the Territory.

4. The Supplier will provide the Sole Distributor with all information reasonably necessary to carry out his obligations as a distributor.

Article 6 
Supplies to the Sole Distributor
1. The Supplier grants to the Sole Distributor the right to act as its authorised Sole Distributor for the goods listed in Annex A and for the customers listed in Annex B.

2. Sales of contractual goods to the Sole Distributor will be governed by the general sales conditions as agreed between parties (listed in Annex C). The United Nations Convention on contracts for the International Sale of Goods (Vienna, 1980) is explicitly excluded.
3. The Supplier undertakes to provide the Sole Distributor with goods complying in form and content with the legal provisions and requirements of the country of countries comprising the Territory of the Sole Distributor. On request, the Sole Distributor will provide the Supplier with full information on these legal provisions and requirements.

4. The Supplier undertakes to use his best endeavours and all reasonable care to fulfil the orders made by the Sole Distributor. The Supplier will be held liable for failure to respect his contractual obligations (such as default, delayed delivery or any like event), except where circumstances beyond his control, that cannot be avoided, prevent execution of the contract (Force Majeure). Labour conflicts are deemed to meet these criteria.

5. The Supplier will be liable for any damages which may be incurred from any defect in the contractual goods (product liability). The Supplier will carry adequate insurance cover against possible claims in respect of product liability. On request of the Sole Distributor the Supplier shall provide the Sole Distributor with a copy of the relevant insurance policy. 
6. The Supplier determines the price for which he sells the product to the Sole Distributor en reserves the right to change this price. Such a change of price does not affect sales that are effected before this change. The Supplier has to inform the Sole Distributor within a reasonable period about the coming change of prices. 
7. The Supplier will be held responsible for the risks of transport. He will carry adequate insurance cover on the goods and provide the Sole Distributor with a copy of the relevant insurance policy on request of the Sole Distributor. 
8. In case of depreciation of the value of goods in stock, for reasons for which the Sole Distributor cannot be held responsible, the Supplier must take back such goods or compensate the Sole Distributor for their depreciation.

9. If the contract is terminated, the Supplier undertakes – if necessary on request of the Sole Distributor – to repurchase the contractual goods from the Sole Distributor, provided they are in good condition, at the price paid, plus costs incurred by the Sole Distributor.
Article 7 
Period of validity of the contract (make a choice)
1. O
The contract will enter into force on ….......................... and will 
continue for an indefinite period. The contract may be terminated by either party with a 12 month’s written notice. If the contract has been in force for more than 5 years, the period of notice will be ....… years.

O
The contract will enter into force on ….......................... and will continue for a period of ..........year(s). If neither party has given written notice to the other party in order to terminate the contract before ................., the contract will be deemed to be proceeded under the same conditions (e.g. the same period) as mentioned in this contract.

2. The contract may be terminated without notice for any particularly important reason such as bankruptcy or winding-up of either party.

Article 8 
Sub-distributors

The Sole Distributor may engage sub-distributors and commercial agents without the specific agreement of the Supplier, but must nevertheless keep him informed. The Sole Distributor is responsible for the activities of his sub-distributors and/or commercial agents.

Article 9 
Sole Distributor acting as Commercial Agent

1. The Supplier will be entitled to deal directly with the customers listed in Annex D. In respect of sales, including the sales through his web shop, to such customers, the Sole Distributor will act as a commercial agent and will be entitled to a commission of a percentage as described in Annex D over the net invoice amount of all the orders that come from buyers as listed in Annex D and are invoiced by the Supplier. 

2. By the net invoice amount will be understood the invoice amount before the deduction of a discount – if any – and after the deduction of forwarding charges and other incidental expenses, if these are charged separately on the invoice.


3. The principles laid down in the Directive on Self-Employed Commercial Agents (86/653/EEC) of 9 December 1986, will apply to such an agency relationship.
Article 10 
Compensation

By partially or completely termination of the contract the Sole Distributor will be entitled to compensation. The amount of such compensation will be assessed on the basis of the Sole Distributor’s gross margin for each year and his sales activities with regard to the products of the Supplier during the period of validity of the contract or during the 3 years prior to the termination. In particular, the Sole Distributor will be entitled to compensation if he has created or developed a clientele and/or a network of sub-distributors, thus leaving the Supplier a large increase in goodwill value from which he will benefit after the contract is terminated. This situation is deemed to exist if the Supplier knows the aforementioned new customers and delivers them already or is able to deliver them directly.
Article 11
Transfer of the enterprise / license / trademark

In case of the partially or completely transfer of the enterprise and/or the license and/or the trademark of the Supplier – as far as relevant for this contract – to a third party, all rights and obligations of the Supplier as determined by this contract will pass to this third party.

Article 12 
Disputes (make a choice)
O 
Any dispute arising out of or in connection with this contract will be decided by the courts of the place where the Sole Distributor has his residence or registered office.
O
Any dispute arising between the Supplier and the Sole Distributor concerning the application of this contract will be decided upon according to the rules of arbitration of the Chamber of Commerce of the place where the Sole Distributor has his residence or registered office.

Article 13
Choice of applicable Law
Any matters under or relating to this contract which are not expressly settled by the provisions of this contract will be governed by the law of the place where the Sole Distributor has his residence or registered office.


Article 14 
Modifications

This contract (including the annexes) replaces any preceding contracts between the parties on the subject of distribution.

Article 15 
Other provisions

……………………………………………………………………………………………………………………………………………………………………………….................................................
Article 15 
List of annexes

· Annex A 
Goods falling under the contract


· Annex B 
List of customers of the Sole Distributor


· Annex C 
General Sales conditions


· Annex D 
List of customers concerning direct sales
Made in ……………

On …………………

The Sole Distributor
The Supplier
Represented by:
Represented by:

………………………………
……………………….










