Boilerplate Clauses Explained with Examples
This document outlines various boilerplate clauses commonly used in contracts. Each clause is explained, and an example draft is provided to illustrate how the clause may be structured.

1. Assignment Clause / Novation
Explanation: This clause allows one party to transfer their rights or obligations under the contract to another legal entity. A novation involves replacing an existing contract with a new one, releasing the original party from their obligations.
Example Draft: “Neither party may assign, transfer, or novate its rights or obligations under this Agreement without the prior written consent of the other party, except to a successor entity in the case of a merger, acquisition, or sale of substantially all assets.”

2. Audit Clause
Explanation: Provides one party the right to inspect records or materials in possession of the other party to verify compliance with the contract.
Example Draft: “Each party agrees to allow the other party, upon reasonable notice, to audit and inspect its relevant books, records, and materials related to this Agreement, provided that such audits are conducted during normal business hours.”

3. Change of Control Clause
Explanation: Allows a party to terminate the contract if the other party undergoes a change in ownership or control.
Example Draft: “In the event of a change in control of either party, the other party shall have the right to terminate this Agreement upon thirty (30) days' written notice.”

4. Choice of Law / Governing Law Clause
Explanation: Specifies which jurisdiction's laws will be used to interpret the contract.
Example Draft: “This Agreement shall be governed by and construed in accordance with the laws of [Country/State], without regard to its conflict of laws principles.”

5. Conclusive Evidence Clause
Explanation: Aims to minimize disputes by specifying that certain documents or statements will be considered final evidence of amounts due.
Example Draft: “Any certificate or statement of account rendered by the paying party in respect of sums due under this Agreement shall, in the absence of manifest error, be conclusive evidence of the sums payable.”

6. Conditions Precedent
Explanation: Establishes that certain obligations or benefits will only commence if specific conditions are met.
Example Draft: “This Agreement shall not take effect until the fulfillment of the following conditions: (a) [Condition 1]; (b) [Condition 2].”

7. Conditions Subsequent
Explanation: Specifies events that, if they occur, will terminate a contractual obligation or the entire contract.
Example Draft: “The parties' obligations under this Agreement shall terminate automatically upon the occurrence of [specific event].”

8. Confidentiality Clause
Explanation: Obligates the parties to maintain the secrecy of any confidential information exchanged during the contract term.
Example Draft: “Each party agrees to keep confidential any information received from the other party in connection with this Agreement and shall not disclose such information to any third party without prior written consent.”

9. Consequences of Termination Clause
Explanation: Outlines what happens to the parties' rights and obligations when the contract ends.
Example Draft: “Upon termination of this Agreement, each party shall promptly return or destroy all confidential information of the other party and shall cease all use of any intellectual property provided under this Agreement.”

10. Contractual Lien Clause
Explanation: Gives one party the right to retain possession of property as security for a debt.
Example Draft: “The Supplier shall have a lien over any goods supplied under this Agreement until full payment has been received.”

11. Costs Clause
Explanation: Defines who bears the costs and expenses related to the preparation and execution of the agreement.
Example Draft: “Each party shall bear its own costs and expenses in connection with the negotiation, preparation, and execution of this Agreement.”

12. Counterparts Clause
Explanation: Allows the contract to be signed in separate copies, each of which is considered an original.
Example Draft: “This Agreement may be executed in counterparts, each of which shall be deemed an original, and all of which together shall constitute one and the same instrument.”

13. Cumulative Rights Clause
Explanation: Preserves the parties' legal rights that existed before contract termination.
Example Draft: “The rights and remedies of each party under this Agreement are cumulative and shall not affect any other rights or remedies available at law or in equity.”

14. Currency Clause
Explanation: Specifies the currency in which payments under the contract will be made.
Example Draft: “All amounts payable under this Agreement shall be made in [specified currency], unless otherwise agreed in writing by the parties.”

15. Entire Agreement Clause
Explanation: States that the contract represents the complete understanding between the parties, negating previous agreements.
Example Draft: “This Agreement constitutes the entire agreement between the parties and supersedes all prior discussions, agreements, or understandings, whether written or oral.”

16. Force Majeure Clause
Explanation: Provides that a party's obligations are suspended if an event outside their control prevents performance.
Example Draft: “Neither party shall be liable for failure to perform its obligations if such failure results from events beyond its reasonable control, including but not limited to natural disasters, war, or labor strikes.”

17. Further Assurance Clause
Explanation: Requires parties to take additional steps to fulfill the contract’s objectives.
Example Draft: “Each party agrees to execute and deliver any documents and take further actions as may be reasonably requested to give full effect to this Agreement.”

18. Guarantee Clause
Explanation: Provides that a third party will fulfill contractual obligations if the original party fails to do so.
Example Draft: “[Guarantor's Name] hereby guarantees the performance of [Party]'s obligations under this Agreement and shall be liable for any failure to perform such obligations.”

19. Indemnity Clause
Explanation: Allows one party to recover losses from the other party in case of breach or non-performance.
Example Draft: “The Service Provider agrees to indemnify and hold the Client harmless against all claims, losses, damages, and expenses arising out of or related to the Service Provider’s breach of this Agreement.”

20. Independent Contractor Clause
Explanation: Clarifies the legal relationship between parties, stating that they are independent contractors.
Example Draft: “Nothing in this Agreement shall be construed to create an employer-employee relationship, partnership, or joint venture between the parties.”

21. Joint and Several Liability Clause
Explanation: Makes two or more parties jointly and severally liable for fulfilling a single promise.
Example Draft: “Where two or more parties are liable under this Agreement, their liability shall be joint and several.”

22. Jurisdiction Clause
Explanation: Establishes which country's courts will have the authority to resolve disputes.
Example Draft: “The parties submit to the exclusive jurisdiction of the courts of [Country/State] for any disputes arising out of this Agreement.”

23. Language Clause
Explanation: Specifies the language that governs the interpretation of the contract.
Example Draft: “This Agreement is drafted in [specified language], which shall be the governing language in case of any discrepancy or dispute.”

24. Non-Reliance Clause
Explanation: Limits or excludes liability for pre-contractual representations.
Example Draft: “Each party acknowledges that, in entering into this Agreement, it has not relied on any representations or warranties other than those expressly set out in this Agreement.”

25. Notices Clause
Explanation: Outlines how formal notices must be given under the contract.
Example Draft: “All notices required under this Agreement shall be in writing and sent to the addresses specified in the signature block of this Agreement.”

