SETTLEMENT AGREEMENT

This Settlement Agreement ("Agreement") is made and effective this [Date]
, by and between [First Party]
 ("First Party"), and [Second Party]
 ("Second Party").

First Party and Second Party are parties to a [Title of Contract]
 dated [Date]
 (the "Disputed Agreement");

The First Party has alleged that the Second Party is in default of its obligations under the Disputed Agreement (the "First Party's Claims");

The Second Party has alleged that the First Party is in default of its obligations in the Disputed Agreement (the "Second Party's Claims"); and

The First Party and the Second Party wish to resolve their differences and responsibilities pursuant to the Disputed Agreement, the First Party's Claims and the Second Party's Claims.

NOW THEREFORE, in consideration of the foregoing and the covenants, releases, and agreements set forth herein and for other good and valuable consideration, First Party and Second Party agree as follows:

1.  Release
.

A.  For valuable consideration, the receipt and sufficiency of which is hereby acknowledged, and with the intent to be legally bound hereby, First Party does hereby release, acquit, and forever discharge Second Party from and does hereby covenant and agree never to institute or cause to be instituted any suit or other form of action or proceeding of any kind or nature whatsoever against Second Party based upon the First Party's Claims and any and all other claims, demands, indebtedness, agreements, promises, causes of action, obligations, damages, or liabilities of any nature whatsoever, in law or in equity, whether known or unknown, suspected, or claimed, that First Party ever had, has claimed to have, now has, or may hereafter have or claim to have against Second Party related in any way to or arising out of or by reason of any matter, cause, thing, or act of Second Party, or any of Second Party's employees, or any omission of Second Party, or any of Second Party's employees related in any way to or arising out of any claims asserted or that could have been asserted, or related in any way to or arising out of the Disputed Agreement.

B.  For valuable consideration, the receipt and sufficiency of which is hereby acknowledged, and with the intent to be legally bound hereby, Second Party does hereby release, acquit, and forever discharge First Party from; and does hereby covenant and agree never to institute or cause to be instituted any suit or other form of action or proceeding of any kind or nature whatsoever against First Party based upon the Second Party's Claims and any and all other claims, demands, indebtedness, agreements, promises, causes of action, obligations, damages, or liabilities of any nature whatsoever, in law or in equity, whether know or unknown, suspected, or claimed that Second Party ever had, has claimed to have, now has, or may hereafter have or claim to have against First Party related in any way to or arising out of or by reason of any matter, cause, thing, or act of First Party, or any of First Party's employees, or any omission of First Party, or any of First Party's employees related in any way to or arising out of any claims asserted or that could have been asserted, or related in any way to or arising out of the Disputed Agreement.

[Optional Language - California]

2.  Payment
.

In partial consideration of the release provided herein, the parties agree to the following payment: [Terms of Settlement Agreement]
.

3.  Termination
.

The Disputed Agreement shall terminate in all respects effective [Termination Date]
.

4.  Accord and Satisfaction
.

It is understood and agreed that the above-recited consideration is provided to and accepted by the parties in settlement and compromise and as full satisfaction of disputed claims, the validity of which are expressly denied by the parties, and such consideration is not to be construed as an admission of liability on the part of any of the parties, but rather, is for the purpose of terminating all disputes among the parties related to or arising out of the Disputed Agreement, the First Party's Claims and the Second Party's Claims.

5.  Non-Disclosure
.

Each party agrees that it will not disclose to any other person or entity the existence or nature of this Agreement or any term set forth herein.

6.  Attorney's Fees and Costs
.

Each Party agrees to pay its own costs and attorney's fees.

7.  Successors and Assigns
.

This Agreement and the release and covenants contained herein shall be binding upon and shall inure to the benefit of each party, and each of their respective predecessors, successors and assigns and each of their respective past and present, direct and indirect, subsidiary, parent, and affiliated entities, and to each of their respective past and present employees, agents, attorneys in fact, attorneys at law, representatives, officers, directors, shareholders, partners and joint ventures.

8.  Entire Agreement
.

The terms and conditions set forth herein constitute the entire agreement between the parties and supersede any communications or previous agreements with respect to the subject matter hereof.  There are no written or oral understandings directly or indirectly related to this Agreement that are not set forth herein.

9.  Governing Law
.
This Agreement shall be construed and enforced according to the laws of the State of [Name of State]
.

10.  Headings
.

The headings in this Agreement are for convenience only, confirm no rights or obligations in either party, and do not alter any terms of this Agreement. 

11.  Severability
.

If any term of this Agreement is held by a court of competent jurisdiction to be invalid or unenforceable, then this Agreement, including all of the remaining terms, will remain in full force and effect as if such invalid or unenforceable term had never been included.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first written above.



[First Party] Signature Block
[Second Party] Signature Block
[First Party] Signature Block

[Second Party] Signature Block

[First Party] Signature Block

[Second Party] Signature Block

[First Party] Signature Block

[Second Party] Signature Block

�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the date that the Settlement Agreement becomes legally effective.


�PAGE \# "'Page: '#'�'"  ��WHO


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


�PAGE \# "'Page: '#'�'"  ��WHO


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


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the title of the contract that is in dispute.








HOW


If there is a written agreement, include the title as it is written on the agreement.  If the contract is not written, include a brief description of the subject matter.








SAMPLE TEXT


"Commercial Lease - Suite 500, 605 Third Avenue, New York, New York"





"contract for the installation of a chain link fence at the First Party's residence"





"contract for delivery of Second Party's inventory of men's shoes to Second Party's retail store in Philadelphia, Pennsylvania"





"oral agreement to cater party for 200 people at First Party's home"


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the date of the disputed contract.








HOW


If the contract is written, insert the date it is written in the contract period.  If the contract is not written, note the parties' agreement as to the approximate date that the contract was formed.  For example, "on or about September 1, 1993".


�PAGE \# "'Page: '#'�'"  ��This section establishes that in exchange for entering into the Settlement Agreement, each party agrees never to sue the other party for any reason connected to the Disputed Agreement.








Some states require specific language to be included in the Settlement Agreement to make sure all claims, even those not known, are released.  For example, included as an option is language that may be useful if one or both of the parties is in California.  It is wise to have an attorney advise you whether specific language is necessary in the Settlement Agreement to satisfy your state's law.


�PAGE \# "'Page: '#'�'"  ��WHAT


Determine whether or not to insert optional language regarding Section 1542 of California's Civil Code.





If neither party is in California, and if the disputed agreement has nothing to do with California, leave blank.








WHY


Some states have statutes or case law that affect general releases.  For example, Section 1542 of the Civil Code of the state of California states that a general release does not include a claim which a creditor did not know about or suspect to exist at the time the release was made.





In other words, the parties give each other a release of all of their claims, believing that only certain claims exist.  One of the parties may find out later that it also had some additional claim for damages, or that there was some additional breach of the agreement that was unknown at the time the release was given.  The California law is designed to protect the party in those cases, by allowing the party to sue even though there was a release.  Unfortunately, laws like the California law can sometimes frustrate the parties' desire to end the agreement and their dispute.  Consequently, the parties in a dispute are often willing to waive their rights under these laws, in return for the certainty of having the matter settled once and for all.








To assist parties located in California, LegalPoint has included an optional clause that allows the parties to waive their rights under Section 1542.  If either of the parties is in California, inserting the optional clause helps to make the settlement more final.








HOW


If one or both of the parties is a resident of California, and the parties desire that rights under Section 1542 be waived, insert the following:  


“C.  It is the intention of the parties in executing this Settlement Agreement and in giving and receiving the consideration called for by this Settlement Agreement that this Settlement Agreement shall be effective as a full and final accord and satisfaction and general release of and from all issues between the parties.  In furtherance of the intentions set forth herein, the undersigned acknowledge that they are familiar with Section 1542 of the Civil Code of the State of California, which provides as follows:


"A general release does not extend to claims which the creditor does not know or suspect to exist in his favor at the time of executing the release, which if known by him must have materially affected his settlement with the debtor."


The undersigned waives and relinquishes any rights or benefit which they have or may have under Section 1542 of the Civil Code of the State of California or any similar provision of the statutory or nonstatutory law of any other jurisdiction to the full extent that it may lawfully waive all such rights and benefits pertaining to the subject matter of this Settlement Agreement.”  





Otherwise, select the "do not insert" option.


�PAGE \# "'Page: '#'�'"  ��This section provides that one party may pay the other an amount of money as part of the settlement.  If there is to be any settlement payment, the terms should be clearly stated in this section.  It is necessary to identify the party making the payment, the amount of the settlement payment, and the date and other terms regarding payment.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the terms for making any settlement payment, if there is to be such a payment.





If there will be no settlement payment, enter "no payment required by either party".








HOW


If one of the parties is to pay the other party some amount in settlement, the terms should be spelled out here.  Make sure that you clearly identify the party that will make the payment, the amount of the settlement payment, and the date or other special terms regarding the payment.








SAMPLE TEXT


"First Party shall pay Second Party ten thousand dollars ($10,000) not later than September 30, 1994."


	


"Second Party shall pay First Party one hundred thousand dollars ($100,000) in four non-interest bearing installments of twenty-five thousand dollars ($25,000) each on July 1, 1994; October 1, 1994; January 1, 1995; and April 1, 1995."


�PAGE \# "'Page: '#'�'"  ��This section states the date when all obligations in the original contract are to be completely terminated.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the date that the obligations in the original contract are completely terminated.








HOW


In most cases, the parties will want to declare the disputed agreement over at the time they execute the Settlement Agreement.





In some cases, the parties may find it advantageous to delay the termination date.  For example, one party may need time to find an alternate supplier, or party 1 may need party 2 to continue performing for a time, to ensure that party 1 can finish a contract for the federal government.


�PAGE \# "'Page: '#'�'"  ��Generally, a party must perform its contractual obligations.  If a dispute arises, however, the original obligation may be modified or terminated if the parties reach a new agreement and complete the obligations of the new agreement.  This new agreement is called an "accord" and completion of the new obligations is known as "satisfaction."  A party can avoid liability for the original obligations if it can show there has been an "accord and satisfaction."  This section establishes that there has been an accord and satisfaction.  This section also establishes that any payment made by the parties is not an admission of liability, but is for the purpose of ending all disputes.


�PAGE \# "'Page: '#'�'"  ��This section provides that neither party will disclose that a Settlement Agreement has been made, nor will disclose the terms set forth in the Agreement.


�PAGE \# "'Page: '#'�'"  ��This section simply provides that both Parties will pay their own costs and attorney's fees associated with completing the Settlement Agreement.


�PAGE \# "'Page: '#'�'"  ��To have complete protection from anyone that may have the right to assert a claim, this section states that the releases given by each party are effective for anyone that may also be entitled to assert that party's claim.  For example, if one of the parties is an individual, this clause prevents the individual's estate from making a claim after the individual dies.  In the case of a company, this section should insure that another company that buys the assets of the party also does not have a right to assert a claim.  It does not prevent someone with their own right to assert a claim from doing so.


�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.


�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: '#'�'"  ��WHAT


Enter state whose law will govern the interpretation of this Agreement.  Spell out the full name of the state (e.g. use "California", not "CA").








WHY


Contract law varies slightly from state to state.  Selecting  a state now prevents confusion about which state's law applies.  Also, you or your lawyer may be aware of some advantage in your state's law, compared to another state.








HOW


In most cases, it is convenient to select the state named in the disputed agreement.





The state you select should have some connection to the Agreement and the parties.  It is possible to pick an entirely unrelated state, but it is generally not a good idea.  A judge may decide to ignore your choice if the state is not somehow related to either the parties or the 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: '#'�'"  ��Sometimes, courts rule that a section of an agreement is invalid, or unenforceable.  This could result in the court rejecting the entire agreement.





The severability section attempts to keep the rest of the Agreement in effect, even if a portion of it is ruled invalid.


�PAGE \# "'Page: '#'�'"  ��WHO


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


�PAGE \# "'Page: '#'�'"  ��WHO


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


�PAGE \# "'Page: '#'�'"  ��WHO


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


�PAGE \# "'Page: '#'�'"  ��WHO


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


�PAGE \# "'Page: '#'�'"  ��WHO


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


�PAGE \# "'Page: '#'�'"  ��WHO


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





