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Introduction

Vendor agreements are essential for any business that relies on third-party vendors to
provide goods or services. A well-drafted vendor agreement can help to prevent
disputes, protect your business interests, and ensure that you receive the goods or
services that you have paid for.

Vendor agreements are crucial because they help businesses form productive and
mutually beneficial partnerships with their vendors. They also ensure compliance with
laws and protect sensitive information shared between the business and the vendor.

This eBook will provide a step-by-step guide to drafting a rock-solid vendor agreement.
We will also discuss some common vendor agreement disputes and litigation cases to
illustrate the importance of having a strong agreement in place.
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Identify the Parties to the Agreement

The first step in drafting a vendor agreement is to identify the parties to the agreement.
This includes the name and contact information of your business and the vendor. It is also
important to identify the individuals who will be responsible for managing the agreement
on behalf of each party. For example, if your business is "Acme Corp." and the vendor is
"Beta Solutions," the agreement should clearly state the full legal names and addresses
of both entities. Additionally, it should specify the individuals who will act as the primary
points of contact for each party, such as the Head of Procurement for Acme Corp. and
the Account Manager for Beta Solutions.

Define the Scope of Services

The next step is to define the scope of services that the vendor will be providing. This
should include a detailed description of the goods or services to be provided, the
quantity of goods or services to be provided, and the delivery schedule. It is also

important to specify any performance standards or acceptance criteria that the vendor
must meet.

For example, if you are contracting with a vendor to provide IT support services, the
scope of services should specify the types of support that will be provided (e.g.,
troubleshooting, software installation, network maintenance), the hours of support that
will be available (e.g., 24/7, weekdays only), and the response time for resolving issues
(e.g., within 2 hours for critical issues, within 24 hours for non-critical issues).
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Specify Payment Terms

The vendor agreement should also specify the payment terms. This includes the total cost
of the goods or services, the payment schedule, and any late payment penalties. It is also
important to specify the currency in which payment will be made.

For example, if you are contracting with a vendor to provide marketing services, the
payment terms should specify the monthly retainer fee, the hourly rate for any additional
services, and the payment due date. It should also state whether payments will be made in
US dollars, Euros, or any other currency.
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Include Dispute
Resolution Provisions

Arbitration

Mediation
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It is important to include dispute resolution provisions in the vendor agreement. This will
help to ensure that any disputes that arise between your business and the vendor can be
resolved quickly and efficiently. Common dispute resolution provisions include:
¢ Mediation: A neutral third party, the mediator, helps the parties to reach a mutually
acceptable agreement. Mediation is often less formal and less expensive than
arbitration or litigation.
¢ Arbitration: A neutral third party, the arbitrator, hears the dispute and makes a
decision that is binding on the parties. Arbitration is often more formal than mediation
but less formal than litigation.
« Litigation: The parties file a lawsuit in court and a judge or jury makes a decision.
Litigation is the most formal and most expensive dispute resolution method.

For example, the vendor agreement could specify that any disputes will be resolved
through binding arbitration in accordance with the rules of the American Arbitration
Association.



Review and Sign the
Agreement

Once the vendor agreement has been drafted, it is important to review it carefully and
make sure that it meets your business needs. You should also have your attorney review
the agreement before you sign it. An attorney can help to ensure that the agreement is
legally sound and that it protects your business interests.

Once you are satisfied with the agreement, you and the vendor should signiit. It is
important to keep a copy of the signed agreement for your records.
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Common Vendor Agreement Disputes

The biggest source of disputes between vendors and buyers is due to vendor agreements
being poorly written, with vague language, or missing important key elements.

Case Description

A business contracted with
a vendor to provide
software development
services. The vendor failed
to deliver the software on
time.

A business contracted with
a vendor to provide
marketing services. The
vendor overcharged for
services.

A business contracted with
a vendor to provide
manufacturing services.
The vendor delivered
defective products.

Key Issue

Late delivery of services.

Payment dispute.

Defective products.

Outcome

The business sued the
vendor for breach of
contract.

The business sued the
vendor for breach of
contract.

The business sued the
vendor for breach of
contract and product

liability.
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Best Practices for Vendor
Management

Once a vendor agreement is in place, effective vendor management is crucial for a
successful business relationship. Here are some best practices for managing your

vendors:
@ Maintain Clear Maintain clear
. . communication

Communication
Establish regular communication channels with your @ Track performance
vendors to discuss performance, address concerns, @ Keep up-to-date
and ensure that both parties are meeting their records
obligations.

@ Build strong
relationships

® Track Performance

Monitor vendor performance against the agreed-upon
standards and document any deviations. This can
help to identify potential issues early on and prevent
them from escalating into disputes.

® Keep Up-to-Date Records

Maintain accurate records of all vendor-related
documents, including the agreement, invoices,
delivery receipts, and performance reports. This will
be essential in case of a dispute.

® Build Strong Relationships

Foster a positive and collaborative relationship with
your vendors. This can help to facilitate

communication, problem-solving, and mutual
success.




Page|9

Different Types of Vendor
Contracts

There are various types of vendor contracts,
each designed to suit specific business needs
and circumstances. Here are some common

types:

@ Fixed Price

This contract specifies a fixed price
for the goods or services, regardless
of any potential cost overruns or
delays.

® Time and Materials

This contract outlines an hourly rate
for labor and the cost of materials,
making it suitable for projects where
the scope of work may vary.

® Indefinite Delivery

This contract is used when the
exact quantity of goods or
services needed is unknown, but
a minimum quantity is
guaranteed.
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Conclusion

A rock-solid vendor agreement is essential for any business that relies on
third-party vendors. By following the steps outlined in this article, you
can draft an agreement that will help to prevent disputes, protect your
business interests, and ensure that you receive the goods or services
that you have paid for.

Remember that poorly written vendor agreements are a major source of
disputes, so clarity and concision are crucial. It's also essential to have an
attorney review the agreement before signing it to ensure that it is legally
sound and protects your interests.




uestions about business law or litigation?

Contact Tishkoff

Tishkoff PLC specializes in business litigation. If you have any questions
about business law, please don't hesitate to contact us.

Check out Tishkoff PLC’s extensive business law and litigation offerings.
Tishkoff PLC eBooks @ tish.law/e-books

Tishkoff PLC Blogs @ tish.law/blog

Business Law References @ tish.law/resources

www.Tish.Law for Tishkoff PLC inquiries & more.

Tishkoff PLC
407 North Main Street
Ann Arbor, Michigan 48102

LT3\ .

&b Tish.Law
tishkoffplc@tish.law
Y 855.TISH.LAW
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