SALE OF GOODS ON CONSIGNMENT AGREEMENT
This Sale of Goods on Consignment Agreement ("Agreement") is made and effective this [Date]
, by and between [Consignor]
 ("Consignor") and [Consignee]
 ("Consignee").

NOW, THEREFORE, it is agreed:

1.  Consignment of Goods
.

Consignor shall ship to Consignee, on consignment, the following described goods (the "Goods"):  [Goods]
.  Consignor shall be responsible for the cost of shipping to Consignee.  Consignee shall, upon delivery F.O.B. [Destination]
 receive the Goods and shall store them carefully and properly in Consignee's warehouse to protect them from loss, damage, or deterioration.  Consignee shall designate the Goods as the property of Consignor by a conspicuous notice at in Consignee's warehouse, and shall perform all acts required by law to protect the rights of Consignee to the Goods.  Consignee, from and after the time it receives the Goods, shall pay all expenses incident thereto, including all expenses of carting, handling, storage, selling, and delivering to customers.  Consignee shall at all times observe Consignor's sales rules and procedures with respect to the Goods.

2.  Title to Goods.

The Goods shall remain Consignor's property until sold to Consignee's customers, and title to the proceeds of the sales of the Goods shall vest in and belong to Consignor and be held in trust for Consignor's benefit until accounted for and remitted to Consignor.

3.  Loss or Damage to Goods.

Consignee shall be responsible to and shall reimburse Consignor for all loss and expense to Consignor resulting from damage to or destruction of the Goods, or from levy or attachment of any court process or lien thereon while in Consignee's possession, and until such time as the title passes from Consignor by reason of the sale thereof and the proceeds of sale have been accounted for and remitted to Consignor.  Consignee shall maintain an insurance policy or policies on the Goods in Consignee's possession, protecting against loss from fire and other insurable perils, in an amount satisfactory to Consignor and naming Consignor as insured and loss payee.

4.  Report of Sales and Payment.

Not later than the [Day of the Month]
 of each month Consignee shall make a written report to Consignor listing sales of the Goods made by Consignee during the previous calendar month.  Consignee shall remit to Consignor for the Goods so sold an amount equal to: [Formula or Dollar Amount Paid to Consignor]
.  Consignee shall make such payments to Consignor within [Number of Days to Pay]
 after the date of each report.  If payment is made on or before the fifth (5th) day of the month following the calendar month that the Goods were sold, [Prompt Payment Discount]
 may be deducted from such remittance as a cash discount.  After receiving each report of sales, Consignor shall mail an invoice to Consignee covering the sales shown in such timely report, bearing a date not later than the last day of the same month.  Amounts otherwise due shall be paid within fifteen (15) days of invoice.

5.  Records.

Consignee shall keep a true record of all Goods in its possession under consignment and shall give the representatives of Consignor access to such record on demand and shall permit such representatives, at reasonable times, to make an inventory of the Goods in Consignee's possession.  The consigned Goods shall include the Goods in transit as well as the Goods in Consignee's warehouse.

6.  Term and Termination.

The term of this Agreement shall begin [Start Date]
 and shall remain in force and shall continue thereafter until either party gives to the other party at least [Number of Days Notice]
 prior written notice of its intention to terminate, during which time Consignee shall continue to sell the Goods in its possession in accordance with the Agreement.  Notwithstanding the foregoing, Consignor may terminate this Agreement without prior notice in the event that Consignee defaults in any material term of this Agreement which default is not cured within ten (10) days' notice from Consignor, and in such event Consignor may remove all Goods from Consignee's premises.  Upon Consignor's termination of this Agreement, Consignee shall return all consigned Goods to Consignor F.O.B. at Consignor's facility at [Address of Consignor's Facility]
, and shall promptly pay to Consignor for all Goods not accounted for by Consignee, at Consignor's wholesale list prices and without any commission, discount, or compensation to Consignee.  Upon termination of this Agreement by Consignee, Consignor shall send Consignee an invoice for all Goods in Consignee's possession at prices specified in the preceding sentence, and such invoice shall be paid by Consignee on or before the fifteenth (15th) day of the month following the date of termination.

7.  No Authority to Act for Consignor.

Consignee shall conduct the entire business of selling the Goods in Consignee's name and at Consignee's cost and expense.  Nothing in this Agreement shall authorize or empower Consignee to assume or create any obligation or responsibility whatsoever, expressed or implied, on behalf or in the name of Consignor, or to bind Consignor in any manner, or make any representation, warranty, or commitment on behalf of Consignor, this Agreement being limited solely to the consignment of the merchandise herein specified.

8.  Indemnity.

Consignee shall indemnify Consignor against any loss, damage, suit, liability or claim (including reasonable attorney's fees and costs) caused by acts of Consignee not authorized by this Agreement or by any willful or negligent act of Consignee.

9.  Financing Statement.

Consignee shall sign and deliver to Consignor such financing statements, continuation statements and other documents reflecting Consignor's ownership of the Goods, in a form satisfactory to Consignor, as Consignor may from time to time reasonably request.  Consignor may, at its sole expense, file any such financing statement or continuation statement.  The parties intend that title to the Goods remain in Consignor as provided in this Agreement, and that this Agreement be a consignment in all respects.

10.  Benefit.

This Agreement shall be binding upon and inure to the benefit of the parties hereto, and their respective successors and assigns, but it shall not be assigned by Consignee without the prior written consent of Consignor.

11.  Taxes.

Consignor shall be responsible for the payment of all income taxes accruing to Consignor for revenue received from the sale of the Goods.  Consignee shall be responsible for any sales, use or excise taxes resulting from the sale of the Goods to Consignee's customers.  Consignee shall also be responsible for all income taxes accruing to Consignee on the commission revenue from its sale of the Goods and for personal property taxes and other charges or levies imposed on the Goods while in Consignee's possession.

12.  Notices.

Any notice required by this Agreement or given in connection with it, shall be in writing and shall be given to the appropriate party by personal delivery or by certified mail, postage prepaid, or recognized overnight delivery services.  



If to Consignor:  


[Consignor]


[Consignor's Address]
 



If to Consignee:  


[Consignee]


[Consignee's Address]

13.  Final Agreement.

This Agreement terminates and supersedes all prior understandings or agreements on the subject matter hereof.  This Agreement may be modified only by a further writing that is duly executed by both parties.

14.  Governing Law.

This Agreement shall be construed and enforced in accordance with the laws of the state of [State of Governing Law].

15.  Headings.

Headings used in this Agreement are provided for convenience only and shall not be used to construe meaning or intent.

IN WITNESS WHEREOF, the parties have executed this Agreement.

[Consignor] Signature Block
 
[Consignee] Signature Block

[Consignor] Signature Block

[Consignee] Signature Block

[Consignor] Signature Block

[Consignee] Signature Block

[Consignor] Signature Block

[Consignee] Signature Block

�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the date that you want the Agreement to become effective.





This is not necessarily the date that the goods will be shipped, or even the date that the Consignee has the right to order the goods.  This is the date that the Consignor and Consignee reached an agreement and signed this contract.  The date that the Consignee will be able to begin selling is specified later in the contract.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignor is the party that owns the goods.  The Consignor provides the goods to the Consignee, who then tries to sell them.





LegalPoint assumes the Consignor is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignee is the party who tries to sell the Consignor's goods.





LegalPoint assumes the Consignee is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��This section makes it clear that the Goods are provided on consignment, and specifies the terms for shipping from the Consignor (owner) to the Consignee (seller).





While the parties are free to agree otherwise, it is customary for the Consignor to pay for shipping the goods to the Consignee.  Accordingly, this section states that the Consignor will pay the cost of shipping.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter a description of the Goods to be sold on consignment.








HOW


Make sure the description of the Goods is clear, and that the quantity is also specified.  Take care to identify the Goods by size, color, or other identifying characteristics to ensure that there is no confusion.





If you would like the Consignee to be able to order quantities as supplies become diminished, spelled that out here, along with any maximum or minimum limits on the quantities that can be ordered and the procedure for ordering.








SAMPLE TEXT


"Consignor's 1993 model men's all cotton blue denim jeans with zipper fly, waist sizes 26 to 44 only.  Consignee may order Goods in minimum orders of 100 pairs per order, subject to availability of individual sizes."


	


"2000 of Consignor's foam novelty footballs, 6 inches in length."


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the destination the Goods will be shipped to.








HOW


You may identify the destination as a city, or as a specific address.





If you enter a city, with no street address, then the Consignor is responsible for shipping the Goods to that city.  When the Goods arrive in the city, the shipper keeps them at one of the shipper's facilities.  The Consignee is responsible for moving them from the shipper's facility to the Consignee's facility.





If you enter a specific address (usually the address of the Consignee's facility), the Consignor is responsible for shipping the Goods all the way to that address.








IMPORTANT TIP


This section states that the delivery is "FOB" (Free On-Board) to the destination you enter here.  This means that, on the way to the FOB point (the destination you enter here), the Consignor bears the "risk of loss".  In other words, if the Goods are lost or damaged on the way to the destination, the Consignor is the one who suffers the loss if the Goods are not insured; because the Goods never reached the FOB point, the Consignor cannot say that the Goods were in the Consignee's possession when they were lost.  However, once the goods reach the FOB point, the "risk of loss" shifts to the Consignee.








SAMPLE TEXT


"Omaha, Nebraska"





"Consignee's warehouse at 503 Market Street, Omaha, Nebraska"


�PAGE \# "'Page: '#'�'"  ��This section makes it clear that Consignee does not own the Goods.  They remain owned by the Consignor, until one of Consignee's customers purchases them.


�PAGE \# "'Page: '#'�'"  ��This section establishes that Consignee is responsible for any loss or damage to the Goods after they are received.  Consignee must have an insurance policy on the Goods in its possession.  The Consignor should identify to Consignee the amount of insurance that Consignee must have.  That insurance amount should not exceed the greater of the Consignor's investment in the goods, or the expected revenue from Consignee upon sale of the Goods.


�PAGE \# "'Page: '#'�'"  ��Consignors generally require periodic reports from their consignees about how the consigned goods are selling.  This section requires the Consignee to make a written report once each month.  This section also establishes the formula for payments by the Consignee to the Consignor.  After receiving the monthly sales report, the Consignor mails an invoice to the Consignee for the amount owed.  This section also provides for Consignee to receive a cash discount for prompt payment of the invoiced amount.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the day of the month by which Consignee must report on sales.








WHY


The agreement requires the Consignee to report once a month on sales made in the previous calendar month.  The monthly sales reports allow the Consignor to determine whether the Consignee is successful in selling the Goods.  The reports also establish, based on the business agreement between the parties, how much the Consignee should remit for the Goods sold.








HOW


The appropriate time for Consignee to make the report will depend upon the amount of information detail required by the Consignor, the difficulty in making such a report, and the need for Consignor to receive the information.  Only in unusual cases should the amount of time to file the report exceed twenty days.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the formula or dollar amount to be paid to the Consignor for the goods sold.








HOW


The amount that will be paid to the Consignor by the Consignee upon the sale of the Goods can be structured in a variety of ways.  Some arrangements call for the amount to be fixed as a certain amount for each unit sold.  This formula is common where the Goods are to be sold at a low cost and good volumes are expected.  The formula also may be a portion of revenue  This arrangement provides some incentive to the Consignee to maximize the unit sales price for the benefit of both parties.





Remember:  The amount or formula inserted here reflects the amount that will be paid to the Consignor, not the amount to be retained by the Consignee.








SAMPLE TEXT


"$2.00 for each pair of jeans"


	


"75% of the revenue collected by the Consignee upon the sale of the Goods"


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter how long after the monthly sales report the Consignee must pay.








WHY


It is common, although not necessary, to grant the Consignee some time after filing the sales report to make payment.  Upon completing the sales report, the Consignee knows the amount owed and should need only a small amount of time to make the arrangements for payment, since the Consignee has presumably collected the purchase price from its customer.


�PAGE \# "'Page: '#'�'"  ��WHAT


Determine and enter the cash discount available to Consignee for prompt payment.





If no cash discount is permitted, enter "zero percent (0%)".








WHY


The agreement provides a cash discount to the Consignee for making prompt payment.  In order to receive the discount, the Consignee must make payment by the fifth (5th) day of the month.








HOW


The percentage should be sufficient to give the Consignee an incentive to make prompt payment, but not so high that it adversely affects the Consignor's cash needs.


�PAGE \# "'Page: '#'�'"  ��This section requires the Consignee to keep accurate records of all the goods in its possession.  The Consignee is required to make this inventory record available to the Consignor at any time.


�PAGE \# "'Page: '#'�'"  ��This section provides an indefinite term for the Consignment arrangement.  The Agreement ends only when one party gives the requisite notice, or if there is a default that is not cured within 10 days of notice.  Upon termination, the Consignee is required to return all the Goods to the Consignor's facility, at Consignee's cost.  If any Goods are not accounted for, Consignee must pay for them.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the date that the Term of the Agreement starts.





This date may be the same date used for the effective date of the Agreement, or a reasonably later date.  A reasonably later date may be appropriate where the Consignor needs some time to produce additional product or otherwise fulfill its obligations to ship on a timely basis.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the number of days notice required for either party to terminate the Agreement.








HOW


To provide flexibility to both parties, this agreement may be terminated by either party after giving notice to the other party.  It is important to provide enough notice to allow for the Consignor to find a replacement Consignee, and to allow the Consignee adequate time to acquire substitute Goods.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the address of the Consignor's facility where any leftover Goods should be shipped at the termination of the Agreement.








WHY


When the Agreement is terminated, it is likely that the Consignee will still have some Goods.  The Consignee is obligated to return the Goods and, if there is any shortage, to pay the Consignor at the Consignor's wholesale list price.


�PAGE \# "'Page: '#'�'"  ��This section makes it clear that Consignee has no authority to do anything other than sell the Goods under its own name.  According to this section, Consignee is not an agent of Consignor, nor otherwise has a right to assume or create any obligations in Consignor's name.


�PAGE \# "'Page: '#'�'"  ��This section requires the Consignee to reimburse the Consignor if the Consignor is hit with a claim because of some wrongful act by the Consignee.


�PAGE \# "'Page: '#'�'"  ��This section gives the Consignor the authority to require the Consignee to sign financing statements verifying that the Consignor owns the goods.  This is an important protection for the Consignor.





It is possible that a consignee experiencing financial difficulty may misrepresent consigned Goods as its own, and may tender those Goods as collateral for a loan.  If the consignee later defaults on the loan, the lender may take possession of the Goods.  Because the lender may be unaware that the Consignee does not own these Goods, the lender's security interest may prevail over the Consignor's interest if the Consignee defaults on its loan.





To avoid this situation, the Consignor may require the Consignee to sign a UCC Form 1 financing statement (or other documents to be filed as public record) to reflect the Consignor's ownership of the Goods.  This will help to ensure that a lender using the Goods as collateral cannot seize the Goods to the detriment of the Consignor.


�PAGE \# "'Page: '#'�'"  ��This section provides that the Consignee cannot assign the Agreement without Consignor's prior permission.  Once properly transferred, the Agreement is binding upon the transferee.


�PAGE \# "'Page: '#'�'"  ��This section establishes each party's responsibility for income and personal property taxes.





The Consignee is responsible for income taxes owed on the net amount it collects.  In other words, the Consignee is responsible for income taxes on any net profit left over after making payments to the Consignor.





The Consignor should also have income from the sale of the Goods, and is responsible for income taxes due on that amount.





This section also establishes that the Consignee must pay any sales or use taxes arising out of the sale of the Goods.  The Consignee must also pay for personal property taxes imposed upon the Goods while in Consignee's possession.


�PAGE \# "'Page: '#'�'"  ��This section establishes exactly how the parties are to formally notify each other about matters related to the agreement.





Be sure to follow these provisions when giving notice about important matters.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignor is the party that owns the goods.  The Consignor provides the goods to the Consignee, who then tries to sell them.





LegalPoint assumes the Consignor is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignor is the party that owns the goods.  The Consignor provides the goods to the Consignee, who then tries to sell them.





LegalPoint assumes the Consignor is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignee is the party who tries to sell the Consignor's goods.





LegalPoint assumes the Consignee is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignee is the party who tries to sell the Consignor's goods.





LegalPoint assumes the Consignee is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��Parties often have several discussions and exchange letters before signing a written agreement.  This section makes it clear that this written agreement is the final agreement between the parties, and that it supersedes any prior discussions and letters.





This section also specifies that any amendments to this Agreement must be made in writing.


�PAGE \# "'Page: '#'�'"  ��Contract law varies from state to state.  This section specifies which state's laws will be used to interpret and enforce this Agreement.


�PAGE \# "'Page: '#'�'"  ��This section states that the headings are included only to make the Agreement easier to read.  They cannot be used to change the meaning of the Agreement.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignor is the party that owns the goods.  The Consignor provides the goods to the Consignee, who then tries to sell them.





LegalPoint assumes the Consignor is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignee is the party who tries to sell the Consignor's goods.





LegalPoint assumes the Consignee is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignor is the party that owns the goods.  The Consignor provides the goods to the Consignee, who then tries to sell them.





LegalPoint assumes the Consignor is a corporation, but it could also be some other type of organization, or an individual.
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The Consignee is the party who tries to sell the Consignor's goods.





LegalPoint assumes the Consignee is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignor is the party that owns the goods.  The Consignor provides the goods to the Consignee, who then tries to sell them.





LegalPoint assumes the Consignor is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignee is the party who tries to sell the Consignor's goods.





LegalPoint assumes the Consignee is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignor is the party that owns the goods.  The Consignor provides the goods to the Consignee, who then tries to sell them.





LegalPoint assumes the Consignor is a corporation, but it could also be some other type of organization, or an individual.


�PAGE \# "'Page: '#'�'"  ��WHO


The Consignee is the party who tries to sell the Consignor's goods.





LegalPoint assumes the Consignee is a corporation, but it could also be some other type of organization, or an individual.





