OEM SUPPLY AGREEMENT


This Agreement made and entered into this 	    day of 	  , 2003 by and between ABC Company, Ltd., a corporation organized and existing under the laws of 		, with its principal office at 			  (hereinafter referred to as “Buyer”), and XYZ Corp, a corporation organized and existing under the laws of the Republic of Korea, with its principal office at __________, the Republic of Korea (hereinafter referred to as “Seller”)

WITNESSETH :

WHEREAS, Buyer wishes Seller to manufacture and sell the Products as hereinbelow defined and wishes to purchase such Products from Seller; and 

WHEREAS, Seller is willing to manufacture and sell the Products for Buyer on the terms and conditions set forth below.

NOW, THEREFORE, in consideration of the premises of the mutual covenants and agreements herein contained, the parties hereto agree as follows:


Article 1. Definitions
The following terms as used in this Agreement shall have the meanings set forth below;

1.1	“Contract Period” shall mean 			years.

1.2	“Contract Year” shall mean the period commencing on the date of this Agreement and having a duration of one year ; and thereafter the period commencing in each subsequent year on the corresponding date, having a duration of one year.

1.3	“Products” shall mean 			, Spare Parts, and any other goods sold under this Agreement, substantially stipulated in Exhibit A attached hereto.

1.4	“Spare Parts” shall mean any or all parts and/or components assembled or incorporated in the Products.

1.5	“Subsidiary” shall mean any corporation of which a party beneficially owns 50% or more of the voting stock, or any corporation or other business entity otherwise controlled directly or indirectly.


Article 2. Purpose of this Agreement
Under the terms and conditions of this Agreement, Seller agrees to manufacture and sell to Buyer and Buyer agrees to purchase from Seller, the Products as specified in the specification of the Products previously submitted to Seller by Buyer and herein agreed to by the parties hereto (hereinafter referred to as the “Specification”), a copy of which is annexed as Exhibit A hereto and incorporated herein by this reference.


Article 3. Price and Delivery of the Products
3.1	The price of the Products shall be as specified in Exhibit B, and may be amended (yearly) by mutual agreement.

3.2	The Products shall be delivered and priced F.O.B. 		, INCOTERMS 2000. Title to the Products, the risk of loss or damage to the Products, and the duty to insure, shall pass to Buyer when the Products have passed the ship’s rail at the named port of shipment, or when the Products have been delivered into the charge of the air carrier or its agent or any other person at the named airport of departure, or when the Products are moved into Seller’s storage pursuant to Article 4.4 hereof.


Article 4. Orders, Shipment, Payments and Licenses
4.1	Buyer shall issue to Seller its order for the Products to be delivered during the initial Contract Year, subject to acceptance by Seller, together with a non-binding estimate of orders for the Products to be delivered during the next Contract Year.

4.2	If Seller notifies Buyer of its acceptance of an order placed by Buyer, the Products shall be deemed purchased and the order shall be binding upon Buyer.

4.3	Seller shall notify Buyer of each expected shipment date at lest 		 days before shipment, and shall ship the Products ordered by Buyer.

4.4	If at any time Buyer requests delay in delivery of any shipment and, Seller agrees to the request, Seller may store the Products upon completion of manufacture and charge to Buyer all expense thereby incurred, plus reasonable storage charges when Seller stores the Products in its own facilities.

4.5	Seller shall supply normal packing for underdeck export shipment, container shipment or air freight, as may be applicable. Special packing will be provided only if agreed to in writing by Seller and will be at Buyer’s expenses.

4.6	Payment for the Products from Buyer shall be made by irrevocable letter of credit in a form and substance acceptable to Seller issued by a reputable international bank acceptable to Seller. The first letter of credit to be opened by Buyer shall cover quantities of Products ordered for the initial Contract Year, so that Seller may import appropriate stocks of raw materials in advance to meet the delivery time for Buyer. Thereafter  Seller shall be notified by Buyer of the issuance of the letter of credit at least 		 days prior to each shipment of the Products.

4.7	Seller, at its expense, will obtain all necessary permits or licenses to export the Products from the country of shipment. Any permits or licenses as may be required for Buyer to import the Products into other countries shall be the responsibility of Buyer; however, the obligation of Buyer shall not be waived or relieved by the delay, failure to renew or cancellation of any such license or permit.

4.8	Customs duties, taxes and similar charges which may be imposed by the country of shipment shall be borne by Seller. Customs duties, taxes and similar charges which may occur in Buyer’s country or elsewhere in the world shall be paid by Buyer and any such costs prepaid by Seller shall be invoiced to Buyer.


Article 5. Minimum Purchase Quantity
5.1	Buyer irrevocably guarantees that it will purchase from Seller the Products in the quantities specified in Exhibit C during the first Contract Year.

5.2	The Parties hereto shall mutually agree upon the minimum purchase quantity at least (	) month(s) before the beginning of each subsequent Contract Year. In the event that Buyer and Seller fail to agree, the minimum purchase quantity for the next Contract Year shall be deemed to be the same as the then applicable minimum purchases quantity.


Article 6. Spare Parts
6.1	Seller shall supply to Buyer Spare parts for the Products so long as Buyer continues to purchase the Products pursuant to the terms and conditions of this Agreement and for 	   yeas(s) after the last shipment of the Products to Buyer.

6.2	The price for Spare Parts shall be set forth in the price list in Exhibit D. Price list may be changed by Seller at the end of each calendar year.

6.3	Buyer may purchase standard spare parts from Seller’s suppliers directly by prior written consent of Seller.


Article 7. Inspection and Warranty
7.1	Seller shall perform an inspection of each shipment of the Products prior to shipment, in Korea at the expense of Buyer, in accordance with shipping inspection standards as determined by agreement of Buyer and Seller, and Buyer may attend such inspection. If any shipment of the Product fails to meet the shipment inspection standards, Seller shall withhold such shipment and repair the failing shipment promptly. If Seller cannot effectively repair such shipment within 		 days Buyer may cancel the order of such shipment.

7.2	Buyer may perform sampling tests on each shipment of the Products, provided that such sampling tests shall be completed within 		 days after Seller has noticed to Buyer that the Products are ready for shipment.

7.3	Seller warrants that each Product sold by Seller shall be free from defect in material and workmanship for 		 months form the date of shipment.
The extent of Seller’s liability under this warranty shall be limited to the repair or replacement as herein provided of any defective products or parts with Products or parts free from defect.

7.4	In the event of a breach of such warranty, Seller shall be liable for repairing the Products or furnishing to Buyer replacement of defective part, within 		 months after Buyer notifies thereof. Seller shall bear the costs for repairing the Products and for all necessary replacement parts, freight, insurance and other expenses in repairing the Products and furnishing such replacement parts to Buyer. However, Seller’s obligation hereunder is conditioned upon the submission to Seller by Buyer of a satisfactory service report which specifies the defect.
If practicable and at Seller’s request, the defective Products shall be returned as promptly as is feasible either to Seller’s factory or to some other place mutually agreeable to Seller and Buyer.

7.5	With a written consent from Seller, Buyer may undertake to repair defective Products. At Buyer’s request, Seller shall furnish to Buyer technical information required to repair defective Products.

7.6	All claims for error, damages, defects, shortages and non-conformities in any shipment discovered by reasonable inspection shall be made in writing to Seller within thirty (30) days after receipt. Failure to make such claim within such period shall constitute acceptance of the shipment and agreement that such shipment full complies with applicable terms and conditions.

7.7	Any claim arising under this Article shall be settled by amicable cooperation between Buyer and Seller in the best possible way to minimize or avoid unnecessary expense and time.

7.8	THE WARRANTY PROVIDED IN THIS ARTICLE AND THE OBLIGATIONS OF Seller HEREUNDER ARE IN LIEU OF, AND BUYER HEREBY WAIVES, ANY OR ALL OTHER WARRANTIES, GUARANTIES, CONDITIONS, OR LIABLITIES, EXPERSS OR IMPLIED, ARISING BY THIS AGREEMENT OR OTHEREWISE (INCLUDING, WITHOUT LIMITAITON, ANY OBLIGATION OF Seller WITH RESPECT TO CONSEQUENTIAL DAMAGES) AND WHETHER OR NOT OCCASIONED BY LEG’S NEGLIGENCE AND SHALL NOT BE EXTENDED, ALTERED OR VARIED EXCEPT BY WRITTEN INSTRUMENT SIGNED BY THE PARTIES HERETO, PROVIDED THAT IN THE EVENT THE PROVISION RELIEVING Seller FROM THE LIABILITY FOR ITS NEGLIGENCE SHOULD FOR ANY REASON BE HELD INEFFECTIVE, THE REMAINDER OF THIS ARTICLE SHALL STILL REMAIN IN FULL FORCE AND EFFECT.


Article 8. Change of the Products
8.1	The specification may be amended from time to time by written agreement of the parties hereto which shall set forth in detail any changes in design of the Products, and Buyer shall bear any cost or expense resulting from such changes.

8.2	The specification also may be revised by Seller with Buyer’s consent, which shall not be unreasonably withheld, to incorporate development changes where such changes do not adversely affect the price, delivery, guaranteed performance of the Products, interchangeability or replace ability requirements under such specification or make unusable or obsolete any Products previously delivered to Buyer pursuant to this Agreement.

8.3	If at any time during the term of this Agreement Seller or Buyer discovers or comes into possession of any improvements or further inventions relation to the Products or their design, manufacture, use or sale, such improvements or further inventions shall be exclusively owned by Seller and shall not be used or disclosed by Buyer, any of its subsidiaries or parent corporations without prior written consent of Seller.


Article 9. Indemnity against Patent Infringement
Buyer agrees to save and hold Seller harmless from all claims, demand, proceeding, suits and actions and costs, including without limitation, reasonable fees and disbursements of counsel, arising out of or in connection with, any infringement of industrial property rights, whether actually alleged or not, against Buyer or Seller by reason of manufacture, use, sale distribution or disposition in Buyer’s country or elsewhere in the world of Products sold to Buyer hereunder, under the laws of any country in which such Products may be made, used or sold.


Article 10. Excusable Delay
10.1	Seller shall not be liable for, or be deemed to be in default for, delay of or failure in delivery or performance of any other act under this Agreement due, directly or indirectly, to any of the following cause ;
acts of God or the public enemies, civil war, insurrection or riot, fires, floods, explosions, earth quakes or serious accident, epidemics or quarantine restrictions, any act of government or any other civil or military authority, allocation regulations or orders affecting materials, facilities or completed equipment, strikes, labor troubles causing cessation, slowdown or interruption of work, inability after due and timely diligence to procure materials, accessories, equipment or parts, or transportation, or due to any other cause to the extent it is beyond Seller’s reasonable control or not occasioned by Seller’s fault or negligence. 

10.2	Promptly upon the occurrence of any event hereunder which may result in all delay in the delivery of Products, Seller shall give notice thereof to Buyer, which notice shall identify such occurrence and specify the period of delay which may reasonably be expected to result therefrom.

10.3	Any delay resulting from any such cause shall extend delivery dates to the extent caused thereby and Buyer shall reimburse Seller for its additional costs and expenses resulting from such delay.


Article 11. Limitation of Liability
11.1	Seller shall not be liable for any loss or damage caused by Buyer or other parties arising out of or in connection with any delay in Seller’s performance, or the inability to use the Products, or any defect or nonconformity therein.
In no case shall Seller be liable to Buyer in this Agreement, expressed or implied warranty, negligence or any other tort for loss or damage to property or loss of use thereof, increased or additional costs or expenses incurred by Buyer, claims of any kind by Buyer’s customers or other third parties.
In no event shall Seller be liable to Buyer under this Agreement or otherwise for any lost profits or loss of business or for indirect or incidental, consequential or special loss or damage.
The rights and remedies under Article 7 constitute Buyer’s sole remedies and Seller’s sole and exclusive liability against Buyer.

11.2	Buyer shall at all times during the term hereof and 	 years after the expiration or termination of this Agreement maintain product liability insurance covering all Products sold by Seller to Buyer at its expense in aggregate limits of (US$	   ) and at least (US$	   ) per occurrence, which policies shall name Seller as an additional insured. Buyer shall furnish Seller with a copy of a certificate of insurance evidencing the aforesaid coverage.


Article 12. Disclosure of Information
Any information, suggestions or ideas transmitted by either party in connection with performance of this Agreement are to be regarded as secret or submitted in confidence. Except as may be otherwise provided by a written agreement signed by the authorized representatives of the parties, nether party nor any officers, director, partner, agent or employee of a party, any of its subsidiaries or parent or sister corporations shall disclose any such information to any third party or to the public.


Article 13. Term and Termination
13.1	This Agreement shall continue in full force and effect for 			year(s) commencing on the date of this Agreement and shall be automatically extended for each successive Contract Year(s) thereafter, unless either party shall give to the other at least 		 month(s) prior written notice of its intention to terminate this Agreement upon the expiration of the Contract Period.

13.2	In case either party shall breach or default in the effective performance in any of the terms, conditions, covenant, or agreements contained in this Agreement, the other party may give to such beaching or defaulting party a written notice of such default, and if such beaching or defaulting party dose not effect an adequate cure thereof within 				 day after the date of dispatch of said notice, the aggrieved party may terminate this Agreement by dispatching a termination notice. Such termination shall be effective upon the expiration of such 			day’s grace period or upon such later date specified in such notice. Despite such termination, the defaulting party shall be and remain liable to aggrieved party as to damages or loss resulting from such default, subject to the provisions of Articles 7, 9 and 11 hereof.

13.3	This Agreement may be terminated immediately by either party upon occurrence of any of the following events :

(a)	Insolvency of the other party or filing by or against the other party of voluntary or involuntary petition in bankruptcy or for corporate reorganization or for any similar relief or the execution of an assignment by the other party for the benefit of creditors or appointment of a receiver of the other party for any reason.

(b)	The other party’s voting stock is transferred to any third party to such extent as to result in a change in effective control of the company or its ownership or active management is changed in any other manner.

13.4	The termination of this Agreement shall be without prejudice to the rights of either party to payment or other claims due or accrued up to the termination of this Agreement.


Article 14. Notice and Other Communications
14.1	Except as either party may herein after notify the other party in writing with respect to itself, the addresses of the parties for the purpose of this Agreement shall be:

Buyer	Telephone No.:
	Fax No.:
	Address:
Seller	Telephone No.:
	Fax No.:
	Address:

14.2	All orders, policies, reports, payments and communications pursuant hereto are to be delivered to the intended receiving party by hand or by facsimile, or by airmail, postage prepaid, to the address provided in Article 14.1 hereof, and shall be deemed delivered when handed or mailed to the intended receiving party.


Article 15. Severability
This Agreement is intended to be valid and effective throughout the world and, to the extent permissible under applicable law, shall be construed in a manner to avoid violation of or invalidity under any applicable law. Should any provision hereof nevertheless be or become invalid, illegal or unenforceable under any applicable law, the other provisions hereof shall not be affected, and to the extend permissible under applicable law, any such invalid, illegal or unenforceable provision shall be deemed amended lawfully to conform to the intent of the parties.


Article 16. Arbitration
Any and all disputes, claims or differences arising out of or relating to this Agreement or the alleged breach thereto shall be settled by mutual consultation between the parties in good faith as promptly as possible, but failing such amicable settlement, shall be submitted to arbitration. The arbitration may then be held in the country of the party against whom the arbitration proceedings is instituted.
The arbitration may be applied to the Korean Commercial Arbitration Board at the place most convenient to Seller when Buyer institutes the arbitration proceeding. The arbitration may be applied to the 			Commercial Arbitration Association at the office more convenient to Buyer when Seller institutes the arbitration proceeding. The decision and awards of the arbitration shall be final and binding upon the parties hereto.


Article 17. Governing Law
The validity, construction and performance of this Agreement shall be governed by and interpreted in accordance with the laws of the Republic of Korea.
Article 18. Non-Assignability
Neither party shall assign this Agreement nor any rights hereunder to any third parties without the prior written consent of the other party. Notwithstanding anything herein contained to the contrary, it is understood and agreed that Products to be manufactured by Seller for Buyer hereunder may be so manufactured by one or more subsidiaries of Seller located within or outside of Korea.


Article 19. Entire Agreement and Modification
19.1	This Agreement constitutes the entire understanding of the parties relating to the subject hereof and supersedes all other previous agreement and understandings, whether written or oral.

19.2	This Agreement may be amended or modified only in writing signed by the duly authorized representatives of the respective parties.

IN WITNESS WHEREOF, each party hereto has caused this Agreement to be executed in duplicate in English, as of the date first above written, by its duly authorized representative.



	Buyer						Seller

By : 						By : 				
Name :						Name :
Title :						Title :
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