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Grocery Supply Code of Conduct
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Chapter 1: interpretation

10

In this code:
AED means the currency of the Country.
Consumer(s) means a person who buys grocery goods from a Retailer.

De-list means removing the grocery good from the Retailer’s range of products or reducing the
distribution of the grocery good across the Retailer’s stores, which has or is likely to have a
material effect on the Supplier.

Non-Promotional Retail Price means the Retail Price.
Operator means a Retailer or Supplier.

Payment means compensation or incentive of any form, whether monetary or non-monetary, and
includes more favorable contract terms.

Promotion means a reference to a sale or special offer at a reduced price, which may be
accompanied by additional benefits for Consumers. These offers are typically limited to a specific
period of time.

Promotional Retail Price means the price charged by the Retailer to a Consumer for a grocery
good at Promotion

Reasonable Notice means a period of time for giving notice, in any case no less than thirty (30)
days, determined by the specific circumstances including:

(a) the duration of the Supply Agreement, or the frequency of orders of grocery goods;

(b) the characteristics of the grocery goods being supplied, including durability, seasonality
and other factors affecting production and delivery;

(c) the value of the order in relation to capacity of the Supplier; and

(d) the impact of the information contained in the Reasonable Notice on the Supplier's
business.

Retailer(s) means any person carrying on a business in the Country for the retail supply of grocery
goods.

Retail Price means the price charged for a grocery good by the Retailer to a Consumer.

Shrinkage means a loss that occurs after grocery goods are delivered to a Retailer’s premises or
after ownership has been transferred to the Retailer and arises due to:

(a) theft;
(b) the grocery goods being lost; or
(c) accounting error.
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Country means United Arab Emirates (UAE).

Supplier(s) means any person carrying on a business in the direct supply to any Retailer of grocery
goods for resale in the country.

Supply Agreement means any written agreement between a Retailer and a Supplier for the supply
of grocery goods, which may include single or multiple individual order(s).

Grocery products the food products and other consumable goods sold by a grocer or at a
supermarket.

Third Party means a person who is not a party to the Supply Agreement.

Wastage means grocery goods unfit for sale after being delivered to a Retailer’s premises or after
ownership has been transferred to the Retailer.

Code the Grocery supply code of conduct.

Chapter 2: Purpose of this Code

This Grocery Supply Code of Conduct, herein referred to as the “Code”, serves the following
purpose:

a) toregulate standards of behavior in business relationships in the grocery supply chain and to
build trust and cooperation among Retailers and Suppliers;

b) to provide transparency and certainty in commercial transactions in the grocery supply chain
and to minimize disputes arising from uncertainty in the agreed-upon terms; and to promote
good faith in commercial dealings between Retailers and Suppliers;

c) to promote ethical business practices and enhance consumer protection by promoting fair
competition and fair treatment of consumers, which ultimately benefits consumers.

Chapter 3: Enforcement

This Code applies to all hypermarkets and supermarkets.

Chapter 4: Principle of fair dealing

Food supply chain operators must treat each other fairly and lawfully. This means conducting
business with each other in good faith, without distinction between formal or informal
arrangements, without duress and in recognition of each other’s mutual interest and fair
distribution of risks and responsibilities.
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Chapter 5: Agreements between Suppliers and Retailers

5.1 Written agreements between Suppliers and Retailers

(a) An Operator who enters a Supply Agreement must ensure that all terms and conditions are
recorded in writing, as well as any subsequent contractual agreements or arrangements made
under or pursuant or in relation to the Supply Agreement.

(b) Where any subsequent agreements or arrangements made under or pursuant to a Supply
Agreement are agreed orally between the Supplier and a Retailer, the parties must confirm
the terms of such arrangements in writing within three (3) working days of such arrangements
being agreed.

(c) A Retailer must ensure that the Supplier has a written copy of the Supply Agreement and of
all terms and conditions which are intended by the Retailer and the Supplier to be
incorporated, but are not fully documented, in the Supply Agreement.

(d) The Supply Agreement and any other agreement(s) or contractual arrangements made under
or pursuant to the Supply Agreement must be held by both Supplier(s) and Retailer(s) for a
period of twelve (12) months after the relevant Supply Agreement has expired or otherwise
come to an end.

5.2 Terms covered by Supply Agreement
Operator must not enter into a Supply Agreement unless the following is specified:

a) quantity and quality requirements relating to the grocery goods;

b) the duration of the Supply Agreement;

c) price arrangements and payment terms;

d) circumstances in which any payment, or part of a payment, may be withheld or delayed;

e) delivery requirements;

f) any circumstances in which the Retailer may reject the grocery goods;

g) the parties that may terminate the Supply Agreement and its conditions;

h) the obligation of the Retailer and Supplier in relation to marketing costs, wastage,
payments, promotions, changes to supply chain procedures, tying, as more specifically set
out below;

i) the procedures to De-list a grocery good; and

j) the dispute resolution process.

12
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Chapter é: Variation and Termination of a Supply Agreement

(a) Subject to subclause (b) below, an Operator shall not unilaterally vary or terminate a Supply
Agreement except with the conditions set in subclause (b) below.
(b) Subclause (a) shall not apply where:
I the Supply Agreement contains provisions which allows such variation or termination
while specifying the agreed circumstances for such variation or termination (if any); and
Il.  the Supply Agreement specifies the Reasonable Notice to be given prior to the variation
or termination of the Supply Agreement.
(c) An Operator must not vary a Supply Agreement with retrospective effect.
(d) A Retailer shall not terminate a Supply Agreement or individual order within the Supply
Agreement for perishable grocery goods at such short notice that a supplier cannot reasonably
be expected to find an alternative means of commercializing or using those grocery goods.

Chapter 7: Forecast of grocery goods supply

(a) A Retailer must, while acting in good faith, prepare with care, skill, and diligence a forecast of
the grocery goods required by the Retailer in respect of a specified period at the request of
the Supplier.

(b) In determining whether the Retailer has acted in good faith while preparing a forecast of the
grocery goods with care, skill and diligence, the following factors, among other factors, may
be taken into account:

l. Integrity and Ethical Conduct: whether the Retailer has acted honestly, whether the
Retailer has not acted arbitrarily, capriciously, unreasonably, recklessly or with ulterior
motives;

1. Accuracy of the forecast: whether the forecast is based on relevant, accurate and
complete data and reasonable assumptions;

. Compliance with industry standards: whether the Retailer has complied with relevant
industry standards and best practices in preparing the forecast;

IV.  Communication and collaboration: whether the Retailer has cooperated to achieve the
purposes of the relevant Supply Agreement, and has provided clear and timely
information about the forecast and assumptions;

V.  Transparency and accountability: whether the Retailer has been transparent and
accountable to provide clear and honest information about the forecast and assumptions,
and has been willing to address any concerns or questions raised by the Supplier.

(c) A Retailer must provide the Supplier a copy of the forecast as detailed in subclause (a) above
while providing a Reasonable Notice together with a written confirmation on the basis of the
forecast.

(d) A Retailer must fully compensate a Supplier for any cost incurred by the Supplier as a result of
any error in the forecast for any grocery goods, unless:

13
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the Retailer has prepared the forecast in good faith and with due care as detailed in
subclause (a) above, and while following the instructions of the Supplier; or

the Supply Agreement includes an express and unambiguous provision that full
compensation is not appropriate.

Chapter 8: Ordering goods or services from a Third Party

An Operator must not directly or indirectly require the other Operator within the Supply
Agreement to obtain any goods or services from any Third Party where that first Operator obtains
any Payment for this arrangement from any third party, unless it is provided in the Supply
Agreement and the second Operator’s alternative source for those goods, services, or property:

a) fails to meet the reasonable objective quality standards laid down for that second
Operator by that first Operator for the supply of such goods, services, or property; or

b) charges more than any other third party recommended by that first Operator for the
supply of such goods, services or property of an equivalent quality and quantity.

Chapter 9: Terms and Conditions of Payment

9.1 A Retailer must pay a Supplier for any grocery goods supplied:

a) For perishable grocery goods, within thirty (30) days from the date of delivery or the date
of receipt of the invoice.

b) For other grocery goods, within sixty (60) days from the date of delivery or the date of
receipt of the invoice.

9.2 Payments for Retailer’s business activities

a) Subject to subclause (b) below, a Retailer must not directly or indirectly require a Supplier to
make any Payment towards the costs of the Retailer’s business activity that is undertaken by
the Retailer in the ordinary course of carrying on a business as a Retailer, including:

I.  aRetailer’s visit to the Supplier;

Il.
Il.
V.
V.

artwork or packaging design;
consumer or market research;

the opening or refurbishing of a store;
hospitality for the Retailer’s staff.

b) Subclause (a) above shall not apply if:

the relevant Supply Agreement accepts the Payment; and
the Payment is reasonable as per the circumstances listed in subclause (c) below.

c) In determining whether the Payment is reasonable in the circumstances, regard must be had
to the following:
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the likely benefits to the Supplier from the Retailer’s business activity;

the likely benefits to the Retailer from the Retailer’s business activity;

the costs borne, or contributions made, by the Retailer for the Retailer’s business activity;
other relevant matters.

9.3 Payments for Shrinkage

A Retailer must not directly or indirectly require a Supplier to make any Payment to compensate
for Shrinkage.

9.4 Payments for Wastage

(a) Subject to subclause (b) below, a Retailer must not directly or indirectly require a Supplier to

make any Payment to cover any Wastage of the Supplier’s grocery goods incurred at that
Retailer’s premises or after ownership has been transferred to the Retailer.

(b) Subclause (a) shall not apply where:

the Wastage is caused by the Supplier due to its negligence or fault, while having the
Supply Agreement set out the terms and conditions for such negligence or fault; and

the basis of the Payment is set out in the Supply Agreement; and

the Payment for the Wastage is proportionate to the costs incurred by the Retailer; and
the Retailer takes reasonable steps to mitigate those costs.

(c) Indetermining whether the steps taken by the Retailer to mitigate those costs are reasonable,

the following factors, among other factors, may be taken into account:

whether the steps taken are in line with industry best practices for minimizing wastage or
loss;

whether the steps taken are proportionate to the level of wastage or loss incurred, and
whether they are likely to effectively reduce or prevent such wastage or loss in the future;
whether the Retailer has communicated clearly and effectively with the Supplier
regarding the steps being taken to mitigate costs, and has provided the Supplier with
reasonable opportunities to participate in and contribute to the process;

whether the Retailer has considered and evaluated alternative solutions or strategies for
mitigating costs, and has selected the most effective and efficient option;

whether the steps taken by the Retailer are consistent with the terms and conditions of
the Supply Agreement, and do not unfairly or unreasonably burden the Supplier.

9.5 Payments for stocking or listing

(a) Subject to subclause (b), a Retailer must not directly or indirectly require a Supplier to make

15

any Payment for stocking or listing the Supplier’s grocery goods.
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(b) Subclause (a) shall not apply where such Payment is made:
I in relation to a Promotion; or
Il in respect of grocery goods which have not been stocked, displayed or listed by that
Retailer during the preceding 365 days in 25% or more of its stores, and reflects a
reasonable estimate by that Retailer of the risk run by that Retailer in stocking, displaying
or listing such new grocery goods.

9.6 Payment for better positioning or increased allocation

A Retailer must not directly or indirectly require a Supplier to make any Payment for better
positioning or increased allocation of shelf space for grocery goods of the Supplier unless such
Payment is made in relation to a Promotion.

9.7 Promotions

(a) Subject to subclause (b) below, a Retailer must not directly or indirectly require a Supplier to
make a Payment in respect of a Promotion of the grocery goods of that Supplier in a Retailer’s
premises.

(b) Subclause (a) above shall not apply if the Supply Agreement includes a provision accepting
such Payment.

(c) A Supplier must not fund more than 50% of the costs of a Promotion.

(d) A Retailer must give a Reasonable Notice to the Supplier in accordance with the terms of the
Supply Agreement, prior to a Promotion, specifying:

I"l. the duration of the Promotion;

IV.  the frequency of the Promotion;

V.  the quantity of grocery goods to be ordered for the Promotion including the basis for such
quantity; and

VI.  estimates of the cost of the Promotion and the basis on which this estimate has been
prepared.

(e) A Retailer must take appropriate steps to not over-order any grocery goods from a Supplier at
Promotional Retail Price. In the event a Retailer fails to take such steps, it must compensate
the Supplier for any grocery goods over-ordered at a higher Non-Promotional Retail Price.

(f) Any compensation paid in relation to subclause (e) above will be the difference between the
Promotional Retail Price paid by the Retailer and the Supplier’s Non-Promotional Retail Price.

9.8 Payments for Consumer complaints

(a) Subject to subclause (b) below, a Retailer must not directly or indirectly require a Supplier to
make any Payment for resolving a Consumer complaint.
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(b) Subclause (a) above shall not apply where a Consumer complaint is due to the Supplier’s
negligence or default or breach of a Supply Agreement (while acting reasonably), and the
relevant Payment must not:

I.  exceed the Retail Price of the grocery good charged by the Retailer, in the event the
Consumer complaint can be resolved by a Retailer refunding the Retail Price or replacing
the relevant grocery good; or

1. be unreasonable in relation to the Retailer’s costs arising from that complaint if the
Consumer complaint cannot be resolved as in the above subclause (b) (i).

Chapter 10: De-list of grocery goods

a) A Retailer may only De-list a Supplier’s grocery good:
l. in accordance with the procedure set out in the relevant Supply Agreement; and
Il.  for genuine commercial reasons.
b) A Retailer must provide Reasonable Notice to the Supplier of the Retailer’s decision to De-list
the grocery good, prior to De-list a Supplier’s grocery good. The Reasonable Notice must:
l. include the genuine commercial reasons to De-list the grocery good; and
Il.  inform the Supplier of the Supplier’s right to direct a complaint relating to the decision to
De-list the grocery good.
c) Forthe avoidance of doubt, to De-list as an act of punishment due to a complaint, concern or
dispute raised by a Supplier is not a genuine commercial reason.
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