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____________2000

Distribution Agreement 

THIS AGREEMENT has been entered into on the __________2000 in Riga, (the “Agreement”) by and between:

______________., a joint stock company established and existing under the laws of the Republic of Latvia, with its registered seat in _____________________, (hereinafter referred to as “Contractor”), represented by ___________________, pursuant to the power of attorney as attached in Exhibit No. 1 to this Agreement; 

and

________________, a joint stock company established and existing under the laws of the Republic of Latvia with its registered seat in _____________, (hereinafter referred to as the “Distributor”), represented by ______________________, pursuant to the power of attorney as attached in Exhibit No. 2 to this Agreement.

The Distributor and Contractor are also hereinafter each referred to as the “Party” and collectively as the “Parties”.

RECITALS


WHEREAS, Contractor is a leading manufacturer of household cleaning products and is interested in sale of these products in the territory of the Republic of Latvia; and


WHEREAS, the Distributor is a company having the sufficient expertise and resources for the purposes of distributing the household cleaning products on this market.


NOW THEREFORE, the Parties hereto have agreed as follows:
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DEFINITIONS

In this Agreement, unless the context otherwise requires, the following capitalized terms have the following meaning:

“Business Day” shall mean any and each day of a week except Saturday, Sunday and any statutory holiday of the Republic of Latvia;

“Confidential Information” shall mean any information, material or document not disclosed to the public including but not limited to commercial data, customer lists, prices, strategy plans, projects, systems, designs, methods, specifications of materials, procedures, technical and trade know-how, manufacturing technology, financial data, trade secrets, marketing concepts, processes, sales and production volume, personnel information, legal information and any other information which is not known or available to the public.

“Force Major” shall mean the extraordinary irresistible and unavoidable circumstances which are outside the control of the Party or the Parties and have not been caused by any of them, which arise after the date of the execution of the Agreement and due to which the fulfilment of obligations resulting here from is not possible.  Events of Force Major shall include but not be limited to external strike, external lockouts and external labour disputes, war, riot, civil commotion, fire, flood, earthquake, explosion, hurricane, other natural disasters, nationalisation.

“Products” shall mean the household cleaning products of Contractor specified in Exhibit no. 3 to this Agreement.

“Territory” shall mean the territory of the Republic of Latvia.

“Trade Marks” shall mean all trade marks to which Contractor has the ownership right or are licensed by Contractor.
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SUBJECT OF THE AGREEMENT

Contractor appoints ____________ joint stock company as an distributor of the Products in the Territory and the Distributor agrees to act as such distributor pursuant to the terms of this Agreement.  

(3

THE DISTRIBUTOR’S OBLIGATIONS
3.1.
The Distributor shall:

(i)
purchase the Products from Contractor in quantities specified in the orders placed by the Distributor and confirmed in the pro-forma invoice sent by Contractor. Those quantities should not be lower than the quarterly sales value targets as set forth in Appendix No. 1 to this Agreement;

(ii)
resell the Products in the Territory on a continuous basis;

(iii)
pay to Contractor all amounts due for the delivered Products according to the payment terms as set forth in (5 of this Agreement;


(iv)
maintain a full assortment of the Products in its storage houses in the amount guaranteeing for the fulfilment of all orders in the Territory, as well as display the Products at its storage houses. The Distributor has a right not to purchase products that are not prepared for sale in the Territory: certification is not done, labelling is not according to the regulation of the Republic of Latvia, and products are not packaged qualitatively;


(v)
insure at its own cost with a reputable insurance company all stocks of the Products against all risks and to produce at the request of Contractor full particulars of such insurance;

(vi)
refrain from selling the Products at a price lower than the wholesale and retail prices recommended by Contractor for each particular Product;

(vii)
support the retail pricing policy of Contractor by encouraging retailers to maintain the prices recommended by the Contractor;

(viii)
cooperate with Contractor in all promotional and advertising campaigns organised by Contractor in order to strengthen Contractor’s  market position in the Territory;

(ix)
make available to the authorised representatives of Contractor all data which refer to the Products maintained by the Distributor in its storage houses, as well as all data which refer to the sale of the Products by submitting to Contractor monthly reports;

(x)
provide Contractor with the reports on sale results in the format required and mutually agreed with Contractor on a monthly basis;

(xi)
provide access to its storage houses to the authorised representatives of Contractor for the purpose of examining all aspects of the sale of the Products;

(xii)
duly deliver the Products ordered by retailers as per appendix 4 point 4.3.2.;

(xiii)
over the term of this Agreement and for two years  after its expiration or termination, refrain from trading with the products competing with the Products in the Territory or any other products sold by Contractor, any of its direct or indirect affiliates, subsidiaries or parent companies and refrain from involving itself as an employee or as a self-employed salesman, agent or distributor for a business directly competing with Contractor in the Territory;

(xiv)
unless upon the prior written consent of Contractor, refrain from selling and distributing any of the Products outside the Territory or to any third party within the Territory of which the Distributor knows or should have known that it intends to sell or distribute the Products outside the Territory; 

(xv)
ensure that the Products are imported into the Territory, to complete in a proper manner all the required documentation and settle all formalities in connection therewith;

(xvi)
provide Contractor at its request with any information regarding markets in the Territory;

(xvii)
keep all stock of the Products in conditions appropriate for storage and provide adequate security of the Products at its own expense;

(xviii)
refrain from using promotional and advertising materials which are not expressly approved by Contractor;

(xix)
not represent itself as an agent of Contractor and not make any representation in the name and on behalf of Contractor or commit Contractor to any contracts or make any promise or offer with reference to the Products beyond those contained in the promotional and advertising materials supplied by Contractor or otherwise attempt to incur liability on behalf and for the account of Contractor;

(xx)
inform Contractor immediately of any changes in the Distributor’s organisation or method of doing business which potentially may affect the performance of its obligations pursuant to this Agreement;

(xxi)
keep full books and records in accordance with applicable regulations and allow the authorised representatives of Contractor full access to such books and records to examine the performance of the obligations by the Distributor; and

(xxii)
obtain or ensure obtaining of all importation documentation and, if necessary, documentation for the transit through another country, including but not limited to import licenses and any other documents required by applicable regulations and pay all duties, taxes and any other official charge as well as bear the costs of carrying out the customs formalities payable upon importation of the Products and, if necessary, for their transit through another country.
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CONTRACTOR’S OBLIGATIONS
4.1
Contractor shall provide the delivery to the Distributor of the entire assortment of the Products ordered by the Distributor in accordance with the provisions of this Agreement. Contractor shall provide the Distributor with such information and support as may reasonably be requested by the Distributor to enable it to perform its obligations properly pursuant to this Agreement. If Contractor does not provide the delivery of the Products ordered by the Distributor, Contractor compensates the losses of the Distributor and correspondingly reduces volume objectives provided that all other Distributor’s obligations and commitments towards Contractor are completely fulfilled. 

4.2
Contractor shall supply to the Distributor the promotional and advertising materials in the quantities as the Distributor may request within reasonable limits. The distributor should be informed about the limits and will participate in decision making process.

4.3 Contractor shall participate with the Distributor in the fairs and exhibitions held in the Territory whenever it finds it reasonable and beneficial for Contractor.

4.4 Contractor will inform the Distributor about sell-out promotions of the Products two weeks before the actions.

4.5 Contractor compensates by credit notes the expenditure of the Distributor for arranging Secondary Placement actions in Key Accounts stores agreed with Contractor.

4.6 Contractor compensates by credit notes the expenditures of the Distributor due to absence of the documents mentioned in the Section 6.5 of this Agreement.

4.7 Contractor pledges itself that the Products will not be exported to the Territory by the third side. Otherwise, the volume objectives which are set in Appendix No.1 should be reduced and damage done for the Distributor to be measured and compensated.
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PRICES, PAYMENT TERMS AND TOTAL VALUE OF AGREEMENT
5.1
The price of the Products shall be the prices enlisted on Contractor’s price lists as established by the Contractor from time to time. The current price list is attached in Appendix No. 2 to the Agreement.

5.2
The total value of the Products under the Agreement is 2 089 890.00 USD (two million eighty nine thousand eight hundred and ninety 00/100 Dollars USA).

5.3.
Prices in Appendix No. 2 to the Agreement are FCA Nowy Dwór Mazowiecki, Latvia, as defined in the Incoterms 1990.

5.4.
Contractor shall grant a credit limit and credit terms to the Distributor as specified in Appendix No. 3 to the Agreement conditional upon Contractor first receiving from the Distributor irrevocable and unconditional bank guarantee at first demand for the value of the above credit limit issued by a reputable bank acceptable to Contractor, in a form and substance satisfactory to Contractor.

5.5.
The Distributor shall pay for the Products in accordance with the credit terms specified in Appendix No. 3 to the Agreement.

5.6
Payment for the Products shall be made by bank transfer to the Contractor’s account specified in ( 17.4 of the Agreement.

5.7
In the event the Distributor does not observe the payment terms, it shall pay Contractor 0.1% (till the end of the third quarter of 1999 – 0.06%) of the total value of the outstanding invoice value for each of the first seven calendar days of delayed payment and 0.15% for each of the following calendar days.

5.8
Contractor shall have the right, at its own discretion, to withhold any sales of the Products to the Distributor without any liability, if at any time the full amount of all the Contractor’s receivables due from the Distributor, together with the value of the current order exceed the credit limit of the Distributor as specified in Appendix No. 3 to the Agreement, unless the amount of this excess is covered by a prepayment made by the Distributor and received by Contractor in its bank account.

5.9
The Distributor shall be entitled to certain discounts and bonuses from Contractor’s price list with respect to the Products, as specified in Appendix No. 3 to the Agreement, provided that Contractor confirms in writing that the Distributor meets the performance criteria specified therein.

5.10
Any and all expenses, costs, charges incurred by the Distributor in relation to the performance of its obligations pursuant to this Agreement shall not be reimbursed in any form by Contractor.

5.11
The Distributor shall be responsible for the payment, collection and remittance of any and all taxes, customs duties, charges, levies, assessments and any other fees of any nature imposed with respect to importation into the Territory, purchase, sale, or other distribution of the Products.
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DELIVERY TERMS
6.1
Contractor shall deliver the Products in quantities and on the dates as agreed by the Parties each time in writing in the monthly purchase plan and Order Confirmation.

6.2
Contractor shall load the Products within one Business Days when the Distributor’s transport arrives to the warehouse of Benkciser before starting working hours and within two Business Days when the transport arrives during working hours on the condition that:

(i)
the transportation is compatible with the loading facilities available at the place of loading as per Appendix No.9 and

(ii)
Contractor has received payment in accordance with the terms specified in (5 of this Agreement.

6.3 In the event the Products are not delivered by Contractor in accordance with the terms indicated in the Agreement due to circumstances defaulted by it, Contractor shall pay back the advance payments if there are such for the undelivered Products within 10 Business Days from the date of delivery of the Products agreed by the Parties in the delivery time schedule.

6.4 Contractor should arrange for the Distributor all necessary documents for customs clearance of the Products and sales of those on the Territory. The list of the standardised documents as per Appendix No.8 is to be supplied to Contractor by the Distributor every time upon changes of the Latvian legislation.

6.5 The vehicles of the Distributor will be loaded taking into the consideration the requirements as per Appendix No.9 and only after receipt of Contractor’s written Order Confirmation by the Distributor.
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QUALITY OF THE PRODUCTS

7.1
The Products delivered by Contractor shall be in conformity with the samples submitted by Contractor to the Distributor which quality shall be confirmed by a quality certificate presented to the Distributor by Contractor and shall be treated as standard for the performance of the Agreement.

7.2
The Products must comply with the quality standards in (7.1 for one year from date of delivery of the Products to the Distributor.
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PACKING OF PRODUCTS
8.1
The Products shall be shipped in packing suitable for the type of the Products to be delivered under the Agreement and means of transportation provided by the Distributor.

8.2 Contractor shall be responsible for any damage to the Products caused by unsuitable packing provided that the Distributor has fully met “Procedure of Goods Acceptance for Transportation and Claims Procedure” as per Appendix No.7.
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TRANSPORTATION

The transportation of the Products under this Agreement shall be performed by the Distributor by railway or trucks.  The Distributor shall be responsible for executing an appropriate carriage agreement with respect to the Products at its own expense and providing the transportation means at Contractor’s warehouse indicated by it according  to delivery time schedule agreed with Contractor in writing from time to time.
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INSURANCE

The Distributor shall insure the delivered Products against all risks relating to cargo from the moment the Products are loaded at the place of Contractor’s warehouse.
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CLAIMS
11.1
The Distributor shall at its own expense examine the quantity and the externally visible condition of the Products purchased upon their collection from Contractor’s warehouse and should immediately lodge in writing any complaints with respect to the defects revealed.  Contractor shall not be liable for any shortages or defects which could have been discovered by careful examination upon collection unless a claim regarding such shortages or defects is lodged in such time as to enable Contractor to make its own examination before the Products leave the Contractor’s warehouse.

11.2
Contractor warrants that the Products it sells to the Distributor shall be free from any defects at the time the risk of loss and damage passes to the Distributor and that the Products shall, unless otherwise agreed, conform with the ingredients or specification of the label or packaging materials for such Products.  The Distributor and Contractor hereby acknowledge that there shall be no warranties with respect to the Products, express or implied, written or oral, including but not limited to, any warranty of merchantibility or fitness for a particular purpose, with respect to the Products other than those specifically set forth in this ( 11.    Contractor represents that the warranties set forth herein are intended solely for the benefit of the Distributor. Any and all claims hereunder shall be made solely by the Distributor, not his customers.  Any returns from any of the Distributor’s customers shall be solely the Distributor’s responsibility.  The Distributor shall not make any changes to or in any way alter or temper with such Products or their packaging, except as specifically agreed by the Parties in writing.

11.3
 If any of the Products fails to meet the standards set forth in this ( 11, Contractor may, at its sole discretion, credit the Distributor’s account with the price paid by the Distributor for the defective Product or replace such Product free of charge.  The parties expressly agree that these two alternative remedies of crediting the price or replacing of the defective Product shall be the sole and exclusive remedies of the Distributor for any breach of warranty specified in  Section 11.2 of this Agreement.

11.4
The Distributor acknowledges that: (i) Contractor shall not be liable for any loss or damage caused by delay in delivery of the Products and services or any other performance under this Agreement; (ii) the sole and exclusive remedies for the breach of any and all warranties and against any of Contractor’s obligations under this Agreement shall be limited to the remedies set forth in Section 11.2; and (iii) Contractor’s liability shall not include any kind of special, indirect, incidental or consequential losses or damages of the Distributor, even if Contractor shall have been advised  of the possibility of such potential loss or damage.

11.5
Any complaints regarding the Products delivered to the Distributor other than referred to in Section 11.1 above must be made in writing (with a description of the actual condition of the Products) within 14 (fourteen) Business Days following the Distributor’s receipt of the Products.

11.6
Contractor should consider the claim within 14 (fourteen) Business Days following the Contractor’s receipt of the written complaint from the Distributor.

11.7
The total amount of Contractor’s liability to the Distributor under this Agreement shall be limited to 25% (twenty-five percent) of the value of the Products actually delivered by Contractor.
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CONFIDENTIALITY
12.1.
During the period of this Agreement and after its expiration or termination, the Distributor shall not disclose any Confidential Information, either directly or indirectly to any third party.  This does not, however, pertain to information which has been made public or the disclosure of which is required by the relevant law.

12.2.
Upon the expiration or termination of this Agreement, the Distributor shall cease to use and shall not afterwards use any Confidential Information.  The Distributor shall return to Contractor any documents, samples, diskettes and any other materials containing Confidential Information not later than on the day of expiration or termination of this Agreement.
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TRADE MARKS
13.1
The Distributor hereby acknowledges that the Trade Marks and any other intellectual property rights (whether registered or not in the name of Contractor or of its direct or indirect parent company or affiliate) and the goodwill relating to the Products belong exclusively to Contractor.  The Distributor waives any right to raise any claim against any of Trade Marks and any of Contractor’s other intellectual property rights pertaining to the Products. The Distributor acknowledges that this Agreement may not be construed as transferring in any form the right to any Trade Mark or intellectual property rights.

13.2
Any and all trademarks and other intellectual property rights and the goodwill that may arise from the use, distribution or sale of the Products in the Territory shall be exclusive property of Contractor.  If the Distributor acquires any of such rights with respect to the Products in the Territory, it shall waive its title in favour of Contractor.

13.3
The Distributor shall not use any other trademarks and other intellectual property in relation with the Products than those explicitly permitted by Contractor.  Nor shall the Distributor use any of the Trade Marks or other intellectual property rights owned or legally used by Contractor, its parent company, or affiliate in connection with the Products.  The Distributor shall not, without the prior written consent of Contractor: (i) alter labelling of packaging of the Products displaying the Trade Marks; or (ii) remove in any manner any reference to the Trade Marks.

13.4
The Distributor shall follow any and all instructions given by Contractor with respect to the use of its Trade Marks and any other intellectual property rights relating to the Products.  The Distributor shall assist Contractor, upon its express written request, in registration of the new trademarks in the Territory.

13.5
The Distributor shall refrain from any actions that may adversely affect the Trade Marks or other intellectual property rights pertaining to the Products.  The Distributor shall not use or register any word or graphic element constituting part of the Trade Marks or other intellectual property, or similar elements to those constituting part of the Trade Marks or other intellectual property. 

13.6
The Distributor shall immediately inform Contractor of any improper or illegal use or actual or potential infringements of the Trade Marks or other intellectual rights relating to the Products, by third parties in the Territory. The Distributor shall assist Contractor, upon Contractor request and expense, in taking any and all necessary steps to protect the rights to the Trade Marks and intellectual property, including but not limited to instituting and conducting appropriate proceedings.
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TERM OF THE AGREEMENT AND ITS TERMINATION
14.1.
This Agreement is valid until the 31st of December 1999 and may be terminated by either Party upon a three months written notice effective as of the end of the calendar month it is made.  In case of complete fulfilment of all the Distributor’s objectives and commitments, the Agreement will be extended automatically, i.e. till the 31st of December of 2000. 

14.2.
Each Party shall have the right to terminate this Agreement with immediate effect by a written notice delivered to the other Party, if any of the following events occurs:


(a)
the other Party breaches the provisions of this Agreement, and such breach cannot be 

remedied; or 

(b)
the other Party breaches the provisions of this Agreement, and does not remedy the breach within thirty (30) days from the receipt of a written notification from a non-defaulting Party; or

(c)
the other Party ceases to carry on its business for any reason, or bankruptcy, or liquidation, or receivership, or any other similar proceedings are commenced with respect to the other Party.

14.3
In case of Force Major each Party may terminate this Agreement in accordance with Section 15.5 hereof.

14.4
Contractor shall have the right to terminate this Agreement with immediate effect by a written notice, if any change in the management, ownership or control of the Distributor occurs.

14.5
In the event of the termination of this Agreement, Contractor shall have the right to cancel all the orders placed by the Distributor 14 days prior to the day of termination of the Agreement without any liability to the Distributor.

14.6
Upon termination or expiration of this Agreement all the payments under this Agreement shall become due and payable immediately.

14.7
In the event of termination or expiration of this Agreement the Distributor shall not be entitled to any compensation for any loss of present or future sale profits, or to any compensation for any commitments or investments the Distributor made in order to perform the obligations under this Agreement
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FORCE MAJORE

15.1
The obligation of the Parties under this Agreement shall be suspended during the period and to the extent such Party is hindered from complying therewith because of the occurrence of Force Major event. 

15.2.
The Party relying on the occurrence of the Force Major event, shall forward to the other Party, within 10 days of such occurrence, a notification sent by registered mail on the occurrence of Force Major event with an indication of the date of its occurrence and a detailed description of the event.  If the Force Major event occurs outside territory of Latvia the notification shall be accompanied by a statement of a relevant chamber of commerce, certifying the conformity of the data contained in the notification.

15.3.
If the above notification is duly served, the failure to perform or a default in the performance of the Agreement caused by Force Major shall not be considered as a breach of the provisions of the Agreement, and the Party relying on the occurrence of the Force Major event shall not be held liable for the non-performance or a default in the performance of its contractual obligations so long, as such performance is not possible.

15.4.
The Parties shall undertake any possible actions aimed at mitigating the effects of Force Major on this Agreement.  The Party relying on the occurrence of the Force Major event shall forthwith notify the other Party that the events referred to herein have ceased to exist.

15.5
In the event the Force Major event making the performance of the obligations of the Party or the Parties impossible, continues for more than six months, either Party shall have the right to terminate the Agreement upon prior thirty (30) days notice in writing.
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CHOICE OF LAW AND ARBITRATION

16.1
The Parties exclude the application of the United Nations Convention on Contracts for the International Sale of Goods dated April 11, 1980 and subject their relationships under this Contract to the laws of the Republic of Latvia.

16.2
Contractor and the Distributor shall strive to settle any disputes that may arise out of the Agreement or in connection with it amicably.

16.3
If the dispute may not resolved amicably by the Parties within 30  (thirty) days of the receipt by either Party the notice of the dispute, the dispute shall exclusively be resolved by arbitration ad hoc. The dispute shall be resolved by three arbitrators. Each Party shall appoint one arbitrator and the third one (umpire) shall be appointed by the arbitrators appointed by the Parties. Should either of the Parties not appoint its arbitrator or the arbitrators not appoint the umpire within 14 days from the date of termination of the above 30 (thirty) day period, the appointment shall be made by the President of the Polish Chamber of Commerce. Arbitrators shall be chosen from the list of arbitrators maintained by the Polish Chamber of Commerce.  Arbitration shall take place in Warsaw and shall be held in English. Arbitrators shall settle the dispute according to the laws of the Republic of Latvia as the substantive law and the UNCITRAL Arbitration Rules. The award of arbitration tribunal shall be final and binding on the Parties. The Party prevailing in the dispute shall be reimbursed by the other Party any and all costs relating to the resolution of the dispute.
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OTHER CONDITIONS

17.1
Any and all the Appendices and Exhibits to this Agreement constitute its integral part.

17.3
Any amendment to this Agreement shall not be valid unless executed by both Parties in writing.

17.3
After the Agreement has been  signed  all  preliminary, whether oral or written,  agreements, discussions, and correspondence between the Parties relating to the subject matter of this Agreement, are to be considered null and void.

17.4
Any  notice required or allowed under this Agreement shall be made in English, unless stipulated otherwise, in writing by confirmed registered mail sent to the following addresses:

If to Contractor:  

Contractor S.A.

_________________

Tel:  _____________

Fax: _____________

BANK DETAILS:

____________________

If to the Distributor:
______________-Joint Stock Company





___________________

Tel: _______________





Fax: ______________

BANK DETAILS

______________________

17.5
This Agreement is executed in two counterparts in English, one original for each Party.  

______________________      



_________________

 By:







By:

 _________________





____________________

_____________________




___________________

director,



Director
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