Issued date: July 1, 2016
Management Rules for LYC Overseas Distributors and Agents

 Chapter 1 General Principles

1.1 In order to standardize the cooperation behaviors and definite right/obiligation relationship

between LYC and overseas distributors/agents , protect the two sides sale interests in appointed

region, to achieve win-win situation, these measures are enacted.

 Chapter 2 Definition for Distributors and agents
2.1 Overseas distributor and agent system consists of authorized distributors，authorized agent

and non-authorized distributor/agent. Authorized distributors including sole distributor and

franchised distributor . Different types of distributors enjoy different sales and service policies

of LYC.

 2.1.1 Authorized distributor refers as the distributor who is authorized with the certificate signs

sole authorized distributor agreement or franchised authorized distributor agreement with LYC,

establishes invetory , sells LYC products and supplys service in specific area of aftersales market

or OEM market. Sole authorized distributor has a sales amount of LYC product more than USD 2

million, franchised authorized distributor has a sales amount of LYC product more than USD 0.5

million.
2.1.2 Authorized agent refers as the agent who is authorized with the certificate signs agent

agreement with LYC, on commission basis sells LYC product and supplys service in OEM

market and has a sales amount of LYC product more than USD 0.5 million.
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2.1.3Non-  authorized distributor/agent refers as all the distributors and agents except above

agents who sells LYC product and supplys service in aftersales market or OEM market .

2.1.4 The information of authorized distributors and authorized agents could be found on the

website of LYC (http://www.lycbearing.com  ) .

 Chapter 3 Establishment Principles of Distributors and agents for Overseas Market.

3.1 Based on area and bearing demand for unified plan, the authorized distributors and authorized

agents will  be developed  and authorized  to sell  LYC products according  to region  and bearing

demand.

 3.2 LYC  will develop  non-authorized distributor/agent  in the  single country  with large bearing

demand in the  market. Non-authorized distributor/agent will be  updated to authorized distributor

and agent when its sales and service network and sales amount develop to a certain scale.

3.3 LYC will develop authorized sole distributor and authorized sale agent  in single or more countries

with less bearing demand in the market.

3.4 In the market without any distributor/agent, LYC will execute  the unified policy to encourage

legitimate competition  among distributors  and agents  .The most  competitive distributor  will be

authorized sole distributor and authorized agent .

3.5 In principle of customer subdivision and  market expansion, the customers will be allocated to

different distributor/agent to avoid the competition.

3.6  The customers  of distributor/agent  will  be protected  by LYC  if  the distributor/agent  takes

predominant  share  from  these  customers  with  LYC  products.  Other  sales  channel  will not
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compete on these  customers. Otherwise the  distributor/agent will lose the  protection of LYC for

these customers if the a distributor/gent could not achieve the expected goals in specified time.

Chapter 4 How to become LYC’s Distributor/Agent

Non-authorized   distributor/agent   will  be   developed   to   authorized  distributor/agent   as   the

following route principally.

4.1 Non-authorized distributor/agent  should  fill  the application  table  and  submit to  LYC,  and

provide customer lists,  market development planning and  business performance and so  on. LYC

will evaluate and approve these information .

 4.2 If  the non-authorized distributor/agent purchases  LYC products USD  0.5 million within  one

year,  LYC   will   provide  distributor/agent   with  a   certificate   to  be   a  authorized   franchise

distributor/authorized agent ; or  the non-authorized distributor/agent pays the  guarantee fee USD

0.05  million  ,  it  also   could  be  a  authorized  franchise  distributor/authorized  agent,  and   the

guarantee fee will be refunded when finished the annual sales USD 0.5 million .

4.3 Authorized franchise distributor could  apply for authorized sole distributor when it purchases

LYC products more than  USD 2 million, and makes LYC product  have a certain market share in

specific region.  LYC sole distributor  is not allowed  to sell bearings  and bearing  components of

other brands  of China ;  or the  non-authorized distributor/agent pays  the guarantee  fee USD 0.1

million , it also could be a authorized franchise distributor/authorized agent, and the guarantee fee

will be refunded when finished the annual sales USD 2 million .

 Chapter 5 The Establishment and Termination of Distributor/Agent Relationship.

 5.1  The  distributor/agent relationship  between  distributor/agent  and  LYC is  considered  to  be

established when distributor/agent agreement is signed. The distributor/agent enjoys the right of
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LYC distributor/agent and the distributor/agent agreement is valid for one year. The agreement

could be valid for three years, if the renewal sole distributor complete the sales target.

5.2 The distributor/agent who has finished the agreement targets can apply  for the same level or a

higher level of  distributor/agent authority, the  distributor/agent who can’t  complete the target of

the agreement can only apply for the lower level of distributor/agent authority.

5.3 One of the following acts will cause the termination of distributor/agenct relationship:

5.3.1 Selling fake LYC products;

5.3.2 Breaching the distributor/agent agreement;

5.3.3 Selling LYC products in the authoried territory.

5.3.4 Authorized distributor or authorized  agent couldn’t finish 30% of the sales  stipulated in the

agreement for 6 consecutive months.

5.3.5 Authorized sole distributor sells bearings of other brand of China;
5.3.6 The behaviors damaging to the reputation or commercial goodwill of LYC;
5.3.7 Failing to perform the agreement due to business operating capability and credit.

Chapter 6 Supplementary Provisions
The explanation of this measure shall remain with LYC. The measure shall come into effect from

the date of issue, Please refer the distributor/agent agreement if no required in this measure.
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