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How does the relationship work? Agent Distributor

You control your product's price and terms of sale in market. Yes No

You can control which customers your Channel Partner sells to - they are Yes No

effectively 'yvour' customers.

You can exert close control over the marketing and branding your Yes Depends on the

Channel Partner uses. relationship and
agreement

The Channel Partner carries the risk of any unsold stock. NoO Yes

You'll pay your Partner via a performance linked commission. Yes No - although bonuses
may be agreed

Your partner will get compensation from you if your agreement with them is Yes No - but payment is

terminated or expires. sometimes offered as an
‘exit package'

Your partner will have a relatively high risk of competition law issues. No Yes

You'll have a relatively simple tax position for income you get from your No Yes

Partner.

Your Partner will directly take title to your goods before they reach the No Yes

end customer.

If the end customer doesn't pay their bill, you, not yvour Channel Partner, Yes NoO

carry the risk,
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D) dpmaat <l il 5 lanl (40 A

ForeIF ForeIP ForeIP
Examr el: Example 2: Example 3:
Assuming the Importer and Same as 2 but
same channels with same margins with 10 percent

Domestic wholesaler import- and channels cumulative

Example ing directly turnover tax
Manufacturing net $ 5.00 $ 5.00 $ 5.00 $ 5.00
Transport, c.i.f. n.a. 6.10 6.10 6.10
Tariff (20 percent c.i.f. value) n.a. 1.22 1.22 1.22
Importer pays n.a. n.a. 7.32 7.32
Importer margin when 1.83

sold to wholesaler +0.73 *
(25 percent) on cost n.a. n.a. 1.83 2.56
Wholesaler pays landed cost 5.00 7.32 9.15 +ggg

+0.99 *

Wholesaler margin

(331/3 percent on cost) 1.67 2.44 3.05 =4.28
Retailer pays 6.67 9.76 12.20 1;(1)3

=142 >
Retail margin (50 percent on cost) 3.34 4.88 6.10 =8.50
Retail price 10.01 14.64 18.30 22.66

L}l:>-UJ\ M\M&WW@ﬂ\u\yN\U@J@ -
Aoizeod! coladisy O d.«.l.@ dAE Sgw oy (a.u Y 44JJLQ.AJ\ uo_),C)’ ui.b c_):>-\ L;‘ JJa By ;U:LW})\j 4.«5‘).0.2.” uLo_a).auJ\g J_Q_J\ \5,03 Caliss a
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EXAMPILE OF A FORMAILI. QOUOTATION

<1
Z8BO Iixie IDrive
=) Herry, &fricr FSFIS LIS A T esd - g._a7-4.s4_—5044 Fﬁ.- D37 - FSH-SODD
Date Issucd: Y'Y -O1-13 Additional Informmation:
Ouote No. 1000y
Sold YTo: Buver Ref. No.:_Fax, IDatedd YWY -1 -O7
CLSEN IMESCCRI RIERICGERATICON % SERVICE C12) Quote Validity: 30 calendar days fom quole
slate
BYCGADEMN 46 EABREBALK. Est. Ship Date From Factory: 1S davs from order
recoipt
4736 KARREBAEKRSMINDLE, DENMARIK. Est. Ship Date From: airport 20 davs from ordoer recoipt
ek 45 S5 44 10 37 —
Foax: 45 55 21 23 56 :
Ship To: Terms of Payment: OPEN ACCOUNT, 30 IDANYS
AZA AL VUUFTHAVYEN YED (3) Trade Term: CIP INCOTERMS 2000
2 L
Modcl A43220 30 Aauntomatic Roemote Thaemmostats E250.00 $25.500.00

H.S. 9032.10
Country of Ornigin: USA
Total EXW FPlant, Dayton, OFl $25.500.00

Shipping Costs Dayvion, OH o Chicago Alirport

Includes Inland freight, export packaging, and

export clearance fecos $174.00
FCA Thicago Alrport, 1L $285.674.00

Shipping Costs Chicago Aldrport to Copenhagen includes forwarder's foos, insurance,
mir freight and cormresponding surcharges, and inland freight to the ““ship to™ $ 1. 52888
4 TOTAL CIF COPENHAGEN, DENNMARS $27.202.88

"These commodities, technology or software will be exported from the United Siatos in accordance with

the Export Administration Regulations. Diversion contrary to US law prohibited.”

Title Transfers With: __ Delivery to Intemational Carricr Frequency of carrier departure: bi-weekly =~
Insurance: All risk, warehouse 1o warchousc for 1 10%%6 of invoice value insured under our open Carge policy.,

Estinnated PACKING DETAILS: 1 Cardboard Carton Gross Weight: 1060 kg. (2336 1b.)
> s - -~ " S - T h[ﬁ! !a!:igh" 2:5 I“ (2]Q2 lh )

(9) “Disputes shall be resolved under the rules of the American Agsbimration Association, with arbiaation
proccedings to take place in Noew York, New York, USALT

(10) The receipt of a Purchase Order will signify acceptance with the Toemnms and Conditions of this quotation,
which are stated here and appendoed as pages 2 of 3 and 3 of 3. Plecase mention Moming Air Conditioners,
Inc. s Quotation number when placing your order. If changes to this offer are needed, plecase reguest a revised
CQuotation. We hercby ceortify this Quotation truc and correct. €. Pefersen, Moming Air Conditioners, Inc.
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Most Advantageous High Risk/ High Trust

qh_, Consignment
hd
E S
o Open Account
Q.
g Documents against Acceptance
Documents against Payment
Letter of Credit .l
Q
Confirmed Letter of Credit 'g
, Q.
Cash in Advance >
Ll
Least Advantageous Low Risk / Low Trust
5 1
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j ’JJI Exhibit 2: The Mechanics of Import and Export
J.. () ‘
[ 15': Exporter ships the goods I
| Importer | Importer Preference | Exporter |
| 2"9: Importer pays after goods received I
I 15': Exporter ships the goods |
\ Importer I Exporter  Preference I Exporter I

2nd: export ships the goods after being paid
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Exhibit 3 The Bank as the Import/Export Intermediary

1°: Importer obtains bank’s promise
to pay on importer’s behalf.

Importer I

6'": Importer pays

the bank.
v 27d: Bank promises exporter
to pay on behalf of importer.
I Bank |
Sth: Bank ‘gives’ merchandise
to the importer. ] 4'": Bank pays the
exporter.

Exporter
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Time and Events
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Price Export Goods Documents Goods Cash
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request signed shipped accepted received of the
transaction
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International Methods of Payment: Advantages and Disadvantages

Method
cash in advance

Sight draft

Letters of credit

Time draft

Consignment sales

Risk
L

M/L

Chief Advantage Chief Disadvantage
No credit extension required Can limit sales potential, disturb
some potential customers.

Retains control and title; If customer does not or cannot
ensures payment before accept goods, goods remain
goods are delivered at port of entry and no payment is due

Banks accept responsibility Ifrevocable, terms can change
go to buyer

Lowers customer resistance Same as sight dragt, plus goods
by allowing extanded payment delivered before payment is due

after receipt of goods or received
Facilitates delevery; lowers Capital tied up until sales; must
customer resistance establish distributor's creditworthiness

need political rish insurance in some
countries; increased risk from
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