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MERCHANDISING LICENSE AGREEMENT

THIS AGREEMENT ie effective us of [Date] by and between [Cwner Nume], a
[Qwner’s state of incorporation] corporation with offices at (Owner Address] (“LICENSOR”)
and {Licensee Name), a [Licensze's state of incorperarion.] corporation with offices at [Licensee
Address] (“LlCFNSEE")

WITNESSE'I‘H'

' WHEREAS, LICENSOR is the sol¢ and excluswe owuer of the Property or Propemes
identified more fully in Schedule A attached hereto (the “Property™);

- WHEREAS, LICENSOR is the sole and cxelusive owner of the Trademark 1dent1ﬁed
~more fully in Schednle A attached hereto (the “Trademark™); . _

WHER.EAS LICENSOR has the power and authonty to gra.nt o LICENSEE the ri ght
privilege and license to use, manufacture znd sell those types of products that incorporate or are
_otherwise based on the Property as identified in Schedule A attached hereto (the “Lleensed
}Products”) and to use the Trademark on or in association with such chensed Products; -

W}H-:REAS 'LICENSEE has repres'ented that it has the abihty to manufacnre. ‘market
~and distribute the Licensed Products in the countries identified in Schedule A attached hereto
(the, ‘Terntory") and to use the J“rademall. on or in assocLat:.on with the Licensed Produets;-

WHEREAS LICENSEE desu'cs to obtam from LICENSOR an ex::luswa hcense to use '
manufacture, have manufactured and sell Licensed Products in the Tcmtury and to use the
- Trademark on or in association with the Licensed Products; and

WH.EREAS both LICENSEE and LICENSDR are in agreement w:th respact to the terms___ o

dnd wmhtluns uponi which LICENSEE shall use, manufacture, haVe manufacmred -and. sell
"Licensed Products and use the Tradcmark . :

4 .NOW, ""HEREFORE in consideration of the pramises. and-agreements set forth herein,
. the pamcs, cach intending to bc lcgalTy bound hcrc:by, do promise : and agree as follows.

1L Lmense Grant 4 | |
7 .'A [ LICENSOR hcn,by grants to LICBNSEE fbr the Tom. of thls Agrcemcnt as
._rcc:tcd in. Schcdulc A attached hereto, the cxclusive right and license to use, manufacture, have
manufactured, sell, distribute and advertise the Liccnsed Products in the Territory. The license
includes, but is not limited fo, a license under any and - all patents and copyrights and any
_applications therefore which havc been filed or may be filed in the future with respect to the
' Property. It is understood and agreed that this license shall penmn oniy to thc Llcensad Products
. and daes nol extend to any. other pmduot or service. : s

" B.' LICENSOR hereby grants to LICENSEE for the Temm of this Agreement as
remted m Schaduic A attached hereto, a royalty- frec, cxclusive license to use the Trademark on




or in association with the Licensed Products in the Territory ‘as well as on packaging,
_promot]ona'l and advemsmg material associated therewith, o

C. LICENSEE may not grant any sublicenses to any third party without the pnor
-express written consent of the LICENSOR, which consent may be withheld for any raa;_on o

D.  LICENSEE shall not make or authorize any use, direct or indirect, of the Licensed
--Products, ke or similar, in any other country outside the Territory and wiil not knowingly sell

the Licensed Products to persons who mt.end or are likely to reaell tharn in any cauntry outside
“the Territory. S __

2. Term of the Agreement

"+ This Agresment apd the provisions hereof, except as oﬂterwme provzdcd ‘shall be in full
force and effect commencing on the date of execution by both parties and shall extend for 2
Term as ret_:_l_ted in S,chcdulc A a.ttached hereto (the “Term™). =

3 Compensatlon

Int consideration for the Ticenses granted hcreundcr, LICENSEE agrees to pay to\

LICENSOR dmng the Term of this Agreement, a royalty in the amount recited in Schednle A
_ aitached horcto (the “Royalty”) based on LICENSE‘.B‘:; Net Sales of mesed Products

S B. ‘ In the event that LICBNSEE grants any prevmnsly approvcd sub-hcensas for the
use of the Property in countries outside of the United States, LICENSEE shall pay LICENSOR

[Suh- Licensing Pereenmge] PERCENT of the gross incomse rscawad by LICENSEE from such
: 'sub-hcensees A

C.  The Royalty owed LICBNSGR."shaﬂ be Caioulated one quartarly" calendar bésis

(the “Royalty Period”) and shall be paysble no later than [mumber] ([#]) daye afier the

“termination of the preceding full calendar quarter, i.e., commencing on the first (1st) day of

“January, April, July and Qctober with the exception of The first and last calendar quartem whmh
may be “short” depending upon the effective date of this Agreement. -

: ‘D Witheach Royalty Payment, LICENSEE shall prowde LICBNSOR with a written,
royaity statement in a form ‘acceptable to LICENSOR. Such royalty statement shall be certificd
as accurate by a duly authorized officer of LICENSEE, reciting on a country- by-country basis,
the stock number, item, units sold, description, quantity shipped, gross invoice, amount billed
“‘oustomers less’ discounts, allowances, returns and reportable sales for each Licensed Product.
- Such- statements' shall be furmshed to LICENSOR whether or not any Lmensed Products were
sold durmg the Royalty Panod B . _

3 B * LICENSEE agress to pay to LICENSOR a Guaranteed Minimum - Royalty in
: 'accordance wzth the terms of Schedule A attached hereto (the “Guaranteed Minimum Royalt:y")
As recited in Schedule A, a poriion of the Guaranteed Minimum Royalty for the first year shall
_ be payable as an Advance againgt royalties (the “Advance™). The actual royalty payments shall
g 'reﬂect the a:nount of all Guararteed Mm.lmum Royalty paymmts mcludmg any Advances made

TN




F.  “Net Salss” shall mean LICENSEE's gross sales (the gross invoice amount ‘billed
customers) of Licensed Products, less discounts and allowances actually shown on the inveice -
‘(except cash discounts not deductible in the ‘calculation of Royalty) and, further, less any bona
fide retums (net of all retums actually made or allowed as supported by credit memoranda
. actually issued to the customers). No other costs incwrred i the manufacturing, selling,

- udvertising, and distribution of the. Licensed Products shall be deducted mor shall any deduction

“*"be allowed for any uncollectible accounts or allowances

G. A Royalty obligation shall acerue upon the sale of the Licensed Products
regaxdlcss of the time of collection by LICENSEE. For purposes of this Agrecment, a Licensed
Product shall be considered “sold” upon the date when such Licensed Product is bllied, mvmced,

Shlpped or pau:l for, whmhaver event accurs ﬁrat

- H.  If LICENSEE sells any Licensed Products to any party affiliasted with
‘ -LICENSEE or in'any way directly or md:rectly related to or under the common control with
“LICENSEE, at a price less than the regular price charged fo other part:es, the Royalty _payable

-+ LICENSOR shall be computed on the basis of the regular price charged to other parties.

L The receipt or acceptance by LICENSOR of any royalty statement, or the receipt
or acceptance of any Toyalty payment made, shull not' prevent LICENSOR from subsequently

o challengmg the vahchty Or aCouracy of such statement or payment

I Upon expitetion or tormination of this Agreement, all Royalty oblipations,
: l.uw.uu,u.lg any d;;pa;d. pontions of the quﬂ? antaed ’\.fhmnum Rayahy ghall bﬁ aa:alaratsd and
shall immediately become due and payable ' _ .

K LICENSEE's obligations for the payment of a Royalty and the Minimum Reyalty

" shall survive expiration or termination of this Agreement and will continue for so long as -

LICENSEE continhes to manufacture, sell or otherwise market the Licensed Products.

e S L, Al payments due hereunder shall be made in Unlted Stat:s cmency diawn om &
Umted States bank, unless otherwise specsﬁed between the parties.

SR - M. - Late payments shall incur interest at the rate of [Percentage} PERCENT {[#]%)
. per month ﬁ'om the date such payments were ougmally due ' '

| 4. Audlt

-- AL LICENSOR shall ‘have the nght, upen at [number] ([#]) days written notice and
no more than once per calendar year, to inspect LICENSEE's books' and recotds and all other
documents and material in the posscssion of or under the vontrol of LICENSEE with respest to
the subject matter of this Agreement at the place or places where such records ‘are normally
retained by LICENSEE, LICENSOR shall have free and full access thereto for such purposes

- and shall be permitted to be able to make coples thereof and extracts therefrom

B. In the event that such mspecuon reveals a mscrepancy in the amount of Royalty
owed LICENSOR frorn what was. actually paid, LICENSEE shall pay such discrepancy, plus




_interest, calculated at the rate of [Percentage] PERCENT ({#] %) per month. In the event that
©such discrepancy is in excess of [Doflar Amount] UNITED STATES DOLLARS (§ [#])
" LICENSEE shall also reimburss LICENSOR for the cost of such inspection mcludmg any

o aworney's fees incurred in cormection therewith.

. C. AN books and records relafive to LICENSEE's obligations hereunder shall be
“* maintained and kept accessible and available to LICENSOR for. mspacﬂﬂn for at least [number]
- ([#]) years after termination of this Agreement, ' o

D;'_ " In the event that an mvastzgatzon of LICBNSBE's books and records is made,

" certain’confidential and proprietary business information. of LICENSEE may necessarily be

‘made available to the person or persons condueting such investigation. It is agreed that such
confidential and proprietary business information shall be retained in confidence by LICENSOR
‘ and shall not be used by LICENSOR or disclosed to any third party for a pedod of [number]
((#]) years from the date of disclosure, or without the prior exptess written permission of

o _ LICENSEE unless rcqmred b;y law. It is understood and. agreed, however, that guch information

“may be used in any proceeding based on LICENSEE's failure to pay its-actual Royalty
~ obligation.

N _' s _" Warrautxes and Dbhgatmns

A LICENSOR represents and warrants that 1t has the nght and power to grant the
licenses granted herein and that there are no other agresments with any other party in conflict

o hercwzth

: ‘B. ' LICEN::OR further represents and_ warants lhat the Prope"ty andfor T“admark'
do not mfrmge any valid cight of any third party,. ™~

L | 'C. ~ LICENSEE reprase-nts ‘and warrants that it wall use 1ts Test efforts to pmmate,
'markct sol] and distrxbute the Lwensed Prcducts o Co

D, LICENSEE shall be solely responsible for the manufacture, productzon. sale and
dlstnbunon of the L1censed Products and wﬂl bear all related costs associated therewnth

.- B It s the intention of the parties that LICENSEE shall introduce the Licensed

Products in all countries in the Territory on or before the Product lntroducnun Date recited in
Schedule A and commences shipment of Licensed Products in all countries in the Termitory on or
before the Initial Shipment Date recited in Schedule A. Failure to meet either the Produci
Infroduction Date or the Initial Shipment Date shall constitute gromds for umnedaate termination

.. of this Agreument by LICENSOR

) 6 Notlces, Quaht} Control and Samp]es

. A, The Licenses granted hereunder are condmuned upon LICBNSEE’S full and
complete compliance with the marking prov:smns of the Trademark, patent and copyright laws
of the United States and othet countries in the Temtory '
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B.  'The Licensed Products, as well as all promotional, packaging and advertising
material relative thereto, shall include all appropriate legal notices as required by LICENSOR.

©“C. The Licensed Products shall be of a high quality which is at least equal to
comparable products manufactured and marketed by LICENSEE and in confonmty w:th a
standard sample approved by LICENSOR.

D, " Ifthe quality of & class of the Licensed Products falls below such & production-run

quality, 25 previously approved by LICENSOR, LICENSEE shall use its best efforts to restore

such quality, In the event that LICENSEE has not laken appropriate steps 1o restore such quality

‘within [number] ([#]) days after notxﬂcanon by LICENSOR, LICBNSOR sha]l have the nght to
T tcrm;na.te ﬂus Agraament

E. - ‘Prior to the commencement of manufactu;re and sale of the Lxcenscd Prodncts

" LICENSEE shall submit to LICENSOR, at no cost to LICENSOR and for approval as to quality,
[number) ([#]) sets of samples of all “Licensed Products which LICENSEE ‘intends to

manufacture and sell and [rumber) ((#]) complets set of all promotional and advertising materiatl

_ ‘_assocxa.tcd therewith. Failure of LICENSOR to approve such samplos within [mumber] ([#])
- working d uays after receipt hereof will be deemed approval. If LICENSOR should disapprove any

sample, it shall provide specific reasons for such disapproval. Once such samples have been

 approved by LICENSOR, LICENSEE shall not materially depart therefrom without
'-LICE“ISOR'E prmf exprois written consent whxch shall not be unreasonably thhheld

F. At least once during each ¢alendar year, LICENSEE ghall submit to LICENSOR,'
for approval, an additional [number] ([#]) sets of sumples.

'G: The LICENSEE agrees to permit LICENSOR or its represematlve to mspect the

© facilities where the Licensed Products are being manufactured and packaged. -

7. " Notice and Payment

“AI  Anynotice reqmied to be given pm'suant to th.ls Agreement shall be in writing and

‘delivered personally to the other designated party at the above-stated address or malled by

certified or registered mail, return receipt requested or deh‘vered by a recognized national
overmght courier service. .

B. Elther party may change the addtess 10 \vhlch notice or payment is to be sent by

“ written nonce to thc other in accordance w1th the prov:smns of this paragraph

. .8 Intellectual Property Proteetion

A.  LICENSOR shall seek, obtain’ and, dunng the Term of thls Agreemem. maintain
in its own name and at its own cxpense, sppropriate intellectual property protection for the

o Pmpcrty and Trademark,

' B. ' Inthe event that LICENSEE requests that LICENSOR obiain intellectual properly

‘protection for a particular item or in/a particular country whers LICENSOR had not, heretofore,

oblained such protection, LICENSOR agrees 1o take reasonable steps to obtain such protection,




‘provided, however, that LICENSEE shall be obligated to reimburse LICENSOR for the cost of
Ailing, proseeuting and maintaining same. _ S

. C.  .Itisvnderstood and agreed that LICENSOR shall retain ell right, title and interest
inthe original Property as well a8 in any: modzfu.atlons or 1mprovements made to the Property by
LICENSEE. S e e

- D. The parties agree to execute any documents reasonably raquastad by the othér
: _.\jparty to effect any of the aboveprovzsmns S S T

. : E. LlCENSE}; acknowledges LICENSOR‘s cxcluswe nghts in the Property and,

further, acknowlcdges that the Property end/or the Trademark are unique and original to
LICENSOR and that LICENSOR is the owner thereof. LICENSEE shall not, at any time during
_or. after_the offective Term of the Agreccment, dispute or contest, directly or indireetly,

:_‘-"LICENSDR's exclusive right and title to the Proparty and/or the Trademark or the- validity

- thereof LICENSOR, however, makes no rcpresemanon of warranty with respect to the Vahd.lty
o :,of any patent trademark or copynght which may issue er be granted therefrom. = .

S "F. LICE‘NISEE acknowledges that the Property and/or the Trademarlc have acquired
‘ _seconﬂarymeamng ' o LT

- G LICENSEE agrees that its use of the PmPsﬂ:y andfor t.'ne Tradema:k mures ‘1o the
benefit of LICENSOR and that the LICENSEE shall not acquire any nghts in the Property and/or

L the Tradamark

9. Termination
The following termination rights are in addmon to the termination rights promded-

o "élsewhcremtheAgreemeut o

A, Impmediate R1ght of Termination. LICENSOR shall have the right to immediately
terminate this Agreement by giving written notrce to LICENSEE in the event that LICENSEE
| does anyof the. following: _ N N N

"I fails to meet the Product Introducuon Date or the Inmal SI'npment Dme as
specified in Schedule A; or

il after having commenced sale of the Licensed Products, fmls to continuously seli
Licensed Products for [number] ({#])consecunve Royalty Periods; or

il.  fails to obtain or maintain product lmblhty msurance in the amount and of the
- 'typeprowdedforheren or .

w files a petition in bankruptcy or is adjudicated » bankru.' pt or ihsbi§1§ or makes
~.an assignment for the bemefit of creditors, or an arrangement pursuant to any
. bankmuptey law, or if the LICENSEE discontinues its business or a receiver is




e
v

: .appomtcd for the LICENSEE or for the LICENSEE'S busmess and Such receiver
-is not discharged vmhm [numbe:] ([#]) days; or

V. breaches any of the provisions of this- Agrecment rclatmg to the mmuﬂmnzed _
__ assertmn of nghts m the Propsrty andfo: ﬂla Tradamark or

Vi 'falls, aﬁer racmpt ef wntten notlce from LICENSOR ‘to mmcdwtcly discontinue
¢ the distribution or sale of the Licensed Produsts ot the use of any packaging or
- promotionsl matenal wlnch docd not contain the reqmslte legal legenda or

vii. fails fo maks timely payment of Royaltws when due two or more times durmg any
twalve—montb. neriod.

B, Immediate nght to Termmata a Portlon LTCENSOR shall havc the right to

unmed iately terminate the pomon(s) of the Agrecment relating to any Property and/or Licensed

Product(s) and/or for any country in the Teritory if LICENSEE, for any reason, fails to meet the
Product Introduction Dates or the Initial Shipment Dates specified in Schedule A or, after the

. ~commencernent of manifacture and sale-of a particular Licensed Product in 2 particular country,

ceases to sell commercial quantities of such Licensed Product in such country for [rnumber] ([#])

consecunve Royalty Permds

; ‘. : nght 10 Lemmgt; on Nogcg Thm Agre:ment may be terminated by either party

SR '.upcm [number] ([#]) days written notics to the other party in the event of & bréack of a material
. provision of this Agreement by the other party, prov:dod that, durmg the {number] ([#]} days
- period; the breaching party fails to wure’ such breach -

D. LICENSEE shall have the right to terminate thls Agraement at any time on

oo fnumber] ([#]) days written notice to LICENSOR. In'such event, all moneys paid te LICENSOR
. =ghall be deemed non-refundable and LICENSEE's obligation to pay any guaranteed moneys,
“- incloding the Guaranteed Minimum Royalty, shall be accelerated and any yet unpmd guaranteed

moneys shall become immediately due and payable.

10 Post Termination Rights

A . Not less than [number] ([#]) days prior to the exp:ra.non of this Ageement or

o munedlately upon termination thereof, LICENSEE shall provide LICENSOR with a complete
i schedula of all mventory ofLmansed Producls theu cm—hand (the “Invemtory”) '

B. Upon expiration or termination of this Agreement, except for reason of a breach
of LICENSER's duty to comply with the quality contro! or legal notice Marking requirements,

. LICENSEE shall be entitled, for an additional period of {number] ([#]) months and on a non-
" exclusive basis, to * continue to sell such Inventory. Such sates'shall be made subject to‘all of the
"+ provisions of this Agreement and to an accounting for and the payment of a Royalty thereon.
2. . ‘Such accounting and payment shall be due and pald \mlhm [number] ([#]) days aﬂer the close of -
s the saxd [number] ([#]) mont.h pcnud :




_ C. . Upon the expiration or termination of this Agreement, all of the rights of

LICENSEE under this Agreement shall forthwith terminate and immediately revert o
LICENSOR and LICENSEE shall immediately discontinue all use Of the Property and the like,
: at no cost whatsoever to LICENSOR.

D. Upon termination of thls Agreemem for any reason whatsocvcr LICENSER

- agrees to-immediately-return to LICENSOR all matetial relating to the Property including, but

- not limited fo, all artwork, color separations, prototypes and the like, as well as any market
 studies or other tests or studies conducted by LICENSEE with respect to the Property, at no cost
whatsocver to LICENSOR.

‘11 Good Wl
LICENSEE rccognizes the value of the good will assocmted with the Property and
- acknowledges that the Property and al_l rights thercm moludmg the. good w:.ll pcrtammg thereto,

o 'belcmg, cxclumvcly to LICENSOR

i 12 Infnngements

o § . LYCENSEE shaﬂ havc the right, m its- chscratlon. to msutute and prosccutc
L lawsuxts agamst third persons for mfnngement of the rights licensed in this Agrecment

B. 1§ LICENSEE does not mstitute an mtxmgement suit w1thm Lnumberj ([#j) days

. afler LICENSOR's written request that it do so, LICENSOR may institute and prosecute such

lawsuit, Any lawsuit shall be prosecuted solely at the cost and expense of the party bringing smt

' - -and all sums recovered in any such lawsuits, whether by judgment, settlement or ofherwise, in

" excess of the amount of reasonable aftorneys’ fees and other out of pucka’l. expenses of such suit,
- shall be d1v1ded equally between the pm-ties

B C - Upon request uf the. puzty bnngtng the lawsuit, ihe other party shall executs all

- . 'pa'aaera, testify on all matters, and otherwiso cooperate in every way necessary and desirable for

. the prosecution of any such lawsuit. The party bringing suit shall rermbwsa the other pazty for
the expenses incurred as a result of such cooperation, i

13, Indemnity
A, LICENSEE ggrees fo defend and mdemmfy LICENSOR, 1ts ofﬁeers, duectors,

o agenta and employees, against all costs, expenses and losses (inoluding reasonable attorneys’ fees

and costs) incurred through claims of third parties against LICENSOR based on the manufacture
or sale of the Licensed Praducls mciudmg, but not limited ta, actions fmmdad on product
J habmty . , _ . . s

J‘B. '_ LICEI*JSOR agraas to. defend and mdemmfy LICENSEE |ts ofﬁcars, dtwctors,

e and employess, against all costs, expenses and losses (including reasonable attorneys' fees

_-and. costs) incurred through claims of third parties against: LICENSEE, challenging the

- ‘authenticity of the originally submitted Property; provided however, that such indemnity shall
“only be applicable in the event of a final decision by a court of compstent jurisdiction from

which no appeal of right exists and shall be limited up to the amount of the actual moneys




T

received by LICENSOR under this Agreement. Furfher, this mdemty daes nut cover any

- modifications or changes madc to the Property by LICENSEE. -~

14. Insurance ,
LICENSEE shall, throughout the Term of the Agreement, obtain and maintain at its own
costand expense from a quahﬁed insurance company licensed fo do business. in [Std'ze], standard

*“Product Liability Insurance naming LICENSOR as an additional named insured: Such policy -
‘shall provide protection against any and all claims, demands and causes of action arising out of

any defects or failure to perform, alleged or otherwise, of the Licensed Products or any material

“+* used irf conneetion therewith ot any use thersof: The amount of coverage shall beas specified In
W Schedule A attached hereto. The policy ghall provids for {numbir]: (#]) - days ‘Totice to

LICENSOR from the insurer by Registered or Certified Mail, retum receipt requested, in th
event of any modification, cancellation or terminaton thereof LICENSEE agrees to fu:msh
LICENSCR 2 certificate of insurance cvidencing same within [mumber] ([#]) days after
execution of this Agwement and, in no event, shall LICENSEE manufacture, distribute or sell

s thc mensed Praducts pnor to mcelpt by LICENSOR of such ewdence of msurance

Force Majcurc B an . o .
Ttas: understood a.nd agreed that in the avent of an-act of the govemment ‘or war

| condmons. or fire, flood or labor trouble in the factory of LICENSER or in the factory of those

menufacturing parts necessary for the manufacture of the Licensed Products, which prevenis the

«+:. performance by LICENSEE. of the provisions of this Agreoment, then' such nonperformance by

LICENSEE shall' not-‘be considered .us grounds for breach: of this Agrecment and -such
nonperformance shall be excused whﬂe the conditions her¢in prevail and for [number] ([#])
months thereafter, : '

16.  Jurisdiction and Disputes
A. This Agreement shall be govemed in accordance with the laws of the Statc of
[State). . . SO

B. All disputes under this Agreement shall be resolved by the courts of the State of |

[ State] including the United States District Court for the [Districs] and the partics alf consent to

the jurisdiction of such courts, agree to accept service of procsss by mail, and hereby waive any
jurisdictional or venue d_efenses otherwise avaiigble to i,

17.  Agreement Binding on Successors
The provisions of the Agresment shall be binding upon and shall inure to the benaﬁt of
the parties hereto, their heirs, administrators, successors and assigns.

18. Waiver
No waiver by either party of any def‘a'.ﬂt ghall be d::mmd as a waiver of prior or

subsequent default of the same or other provisions of this Agreement.

19.  Scverability
If any term, clause o provmon hergof i held invalid or unenforceable by a court of

L m arn e oA o 3 d 1§ 4§ il H ﬁ"‘n
sompatent jurisdiction, ..ue; AGVRLRGIY ghall not affert the ‘"’“m‘:} or operaiion of any gther term,




clausc or provmon and auch mvahd tcrm claus.. or pm vision . shall bc dccmsc‘. to be severed
from the Agreement.

.20, -NoJoint Ve nture

3 - Nothing contained herem shail consntute tl:ns arrangement to he employment, a Jmnt
,;,:.~__5;:.svcnturc ora partmrslnp ' : .

1 Assxgnahmty
o on The Hicense: gmnted hereunder is pcrsonal to LICENSEE and shall not ba ass:g;uad by any
- act of‘ LICENSEE or by operation of law unless - in connection with a transfer of substannally all-

- of the assets of LICENSEE or wnh the consant of LICENSOR

Integratlon SRR : 0

- This Agraemcnt constnutes the entlre understandmg of the partm. and revokes and
supcrsedes all prior-agreements between the parties, including any option agreements which may
have been entered into between the patties, and is intended as a final exprassion of thsir
Agreement, It shall not be modified or amended except in writing sighed by the parties hereto
. and specifically referring to this Agreement. This Agresment shall take- pracedame over any
o .Other dncuments whmh may be in confhct thh smd Agreement e

e IN WITNESS WHBREOF lhe partles hercto mtendmg to be legally bound hereby, have
= ,cach ca.used to ba afﬁxed herato 1ts or hmfher hand and saai the day mdmatei ’

. {wr’vué’?‘nﬂfuﬁ] [LICQR&'Q@NQM@}
By: By: oooinin
Title: - - Tite:
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4.

5.

_ SCHEDULEA.
- TO. MERCHANDISE LICENSE AGREEMENT
' " DATED[Date] '
BETWEEN
[Owner Nomel
AND.
[Licensee Name]

" Licensed Properues
" The following Licensed Properties torm part of'ttus Agreement .

[Property]

Licensed Trademarks T oy
" The following Licensed Trademarks fo:m part of thlS A_greement: o

[Trademarkq]

Licensed Products
The following Licensed Products form part of this Agreement:
(Licensed Products]

Territory -
The following countries shall constitute ithe Territory:
[Territory]

Term

This Agreement shall commence on the date executed by both parties and shall extend for

an initial Term of:

‘opiioas (ihe “Optiona™) to repew thi

[/nitinl Term] YEARS

LICENSOR hereby grants LICENSBE [Number of Options] separately exercisable
s Agreemcnt for additional {Option Term] year extended

Terms on the same terms and cundxtmns provided for herein, provided:

{a) LICENSEE pmiridcs written notice of its intention: to exercise this Qption within
[number] ([#]) days prior to expiration of the then in-effect Term; and

(b LIC!ENSEE shall have paid LICENSOR total royalty income of at least [Option

Minimum] during the then in-effect Temu.

6.

Royalty Rate
T 1r~n\.1'¢n1: chall nav the fn!lnunno mvalty ratar
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7. CGuaranteed Minimum Royalty and Advance _
LICENSEE agrees to pay LICENSOR an Advance of {Advance] upon execution of this
Apreement, . _

LICENSEE agrees to and wﬂl pay LICENSOR 2 Cuaranteed Minimum Royaity of
[Minimum Royalty] for each calcndar year dunn g the Term of this Agreement

~ 8. - Product Liability Insuraoce

(PL Insurance] [8 ] combinéd single limit, with a deductible amount not to exceed
[Dollar Amount] UNITED, STATES DOLLARS ($[#]) for mh s:ngle occurrence for bodily
injury and/or for property damagc L

9. Product Introduction/Initial Shipment

The Product Intmductwn Datc for all Iacensad Products m all countncs in the Territory
shall be [Introduction Date]. - ,

be [Ship Date].

The Initial Shipment Date for all Licensed Products in aIl countncs m the Territory shall .

PatieN




CHECKLIST DRAFTING MERCHANDISNG LICENSE
AGR:BBMENTS S

-# .. Identification of Parties
* Names :
-+ Addresses
+ Definition of Property et e
¢ Definition of Licensed Products ~ =~
» Fragmentation issues if excluswe
+ License Grant _ N
+ Exclusive vs. nonexcluswc )
» Definition of territory
_ * TReservation of rights

Entettainment and merchandmmg rights O °
Sublicensing
+ Term of Agreement
'+ Options to renew _ _
+  Effect of commercialization of property o
¢+ Compensation o
Royalty income
Sublicensing income division
- Royalty period defined
Net sales defined
Royaity statements
Advance
Guaranteed minimum royalty
- Guaranteed vs. non-gnaranteed
When sale occurs
Sales to affiliates ' R
Receipt will not prevent subsequent cha.llanga S
Acceleration: . ;
Survival of termination
Currency
« Interest
¢ Audit A
+ Timing and notice
+ Underpayment
* Record retention

* & & . - = @

[ I ] * ®x & a




Representations and Wartanties -

* QOwpership and Non-infringement
* Necessary permissions

*  Ability fo contract

¢ No conflicting agreements

* Best efforts to commercialize

* Promote and advertise

Product introduction and first shipment dates e -

Quality Control and Samples

Legal notices
Qnahty standards
Produet approvals/fiypés and ﬁ-é:qﬁcm‘:y
-- Preliminary arfwork :
-- Final artwork -
-- Preproduction samples
- Praduction samples P
Periodically during productxon -
» R.lght to terminate if quality falls
Intellectual Property Righis
*  Acknowledgment of owsership
_* Licensee estoppel
* . Goodwill

Secondary meaning acknowledgment
Execution of documents
Termination
v . Immediate right to tsrminate
- Product introduction dates
- Fails to eonm:uously sell
-~ Fail to maintain insurance
-- Bankruptey or dissolution
- Unauthorized use of marks
- Timely payment of royaities
« Right to terminate portion of agreement
* Right to terminate on notice for breach

Post-Termination Rights
*  Inventory
Sell-off period

= - Cease selling
*  Retumn of material

Marking provisions of intellectual pmperty Tiwe T .
Obligation to seek intellectual property protecnon e




> 8 *e

> * -9 ey

Infringements

¢ Party with initial right/secondary right
» Cooperation

+ Responsibility for payment

- Responsibility for lead counsel

» Divisionof proceeds

-~ Coodwill

Indemnification

= Product liability

« TInftingement

Insurance -

« Product liability

«  Advertiser's

Force Majcure

Jurisdiction and Disputes
Notice Provision
Nondisclosure and Noncompete
Termination

«  On notice in event of breach
* Byagent

Binding on Successors

Waiver

Independent Contractor
Severabilify

Assignability

Integration

Execution and Dating by Parties
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MERCHANDISING AND
CHAIRACTER LICENSING

.....

|ntroducl:on to Merchandlsmg

- “Merchmldismg Defined
~ — “The licensing of a recognizable tradB;
copyright for use on anmllary or co!!a _
pmdwm or services”

~ Chamcgter & Entatammcnt
— Spotte & Collegiate

— Celebnity & Designer

— Corporate & Events

- € The Axt of Negotiation -
¢ The Merchandising License Agreement :

- © Bxtent of International Licensing
- The Future of Licensing -

Owew:ew

j c Irﬁroducuon to Merchandrslﬂg
:' © Protectiig Merchandising Propeﬁ&s Under

the: Intellectual Propeﬁy Laws

-- An Overview
- ]mportant Provisions in the Agteenmt

- € Types of }Lacens:ed Producis “’“‘%
¢ State ofﬂ:te lndulstry 25 Years Aga%ée

 LIMA’s 2001 HarvardeaIe Survey

lntroduc:tlonu to‘Merchandtsang

.“‘n

s

~ Dlisaey

— Wamer Bros . .

~ Paramount Pnctmes
~ Few Others




Intreduction t_;)‘,;Merchandﬁsing
3 (bmoram himng, the fastest”—gmmng _ o
segment of the hcenmng mdusu'y «ﬁ&\ B
CLeaders: -« -_-:__.fﬁl'
‘-’.-Cuca-Cplah o
— Harley Davidson
.+ = Chrysler Corporation. -
i
.~ Pillghury

€ Copyright Protectlon L '~=;
— Applicable for Art and Char:mn(etsé'i@wg%i
— Inexpensive and Immediate. i
— Finite Duration Icespeciive of Use -
€ Trademark Proiestion
.~ Applicable for Names and Characters

- Tmmediate and Rc!atwely hmq:wmre
7= Infinite Dustion with Use |~ *
€ Right of Publicity
— State by State

¢ Intent to Use Trademark Appllcahom

" Protection of Properties

c S_earéit CQBSiderations ' iy,
. — All-Class Merchandising Searches

~Consider Other Bsmbhs]md Uses .
r Yaic for iwks o

r Harvard for softwaze ©'

M&cﬁmﬂmng(llnsses e.g 9,16, B 28

— Protect Before You Publicize
-~ The Art of Negotiation
 Kiiow YourPropetty - e
* "~ 'Be Aware of Its Strengths & Wes
~Kiiow the Competition
¢ Know' Your Adversary - |

= Iwvestigate, Investigate, I:mashgate

T Be I-Iumble : .




The Merc,hand|smg Agreement : ;
CType B

- I.wenseveﬂ\mglmeut Co . _":iq{.@__
- Exclusive vs. Non-Exclusive E
. Bacac. Terms '
- Campensmm (Ruyalry Rales, FOB Spllt}
.o Mat Sales .
- Advances o
- Gusantesd ws. Non<Guarnteed Mintroam - °
— Royelty Periods (quaiterly, yeacly, monthly)
- Yem of Agreement
~ Licensed Territory

The. Merchandlsmg Agreement

Df&punes and Govermng Lawﬁ
— #ubitration vs. Litigation E R

- '..:‘taic LEw

- ’l[imc, l.ol:aﬁon, Coopc:ahun & Pa}meni
- Records-TYIle, [-ocauun, Penod '

Inte.llectual Pmperty R]ghts

. = Responsibility _
~ Enforcement Agamst Infnngem

The Meert.hcmdmmg Agreement

hlsmmce Pmmsm:ns T
-~ Producl Lisbiliy
~ Advertiger's Endorsement.

_[ndemmﬁmuo.n Provisions
"~ Product Linhility by Ldcerisee |
- Infnngement *b'f mesor '

. Warmnues i
— Power to B nter Into Agrecingat : ?‘%‘ﬁ
— Non-Inftingernent/Best of me]edge& Belief ‘e"i_ :

The Merchandlsmg Agreement

. Idemlﬁca tion of Licensei Pmﬁm%y 5
T Trademaﬂcs & Clm‘aem Names f

- Identification of hc:ensed E'roducts B ¢
- Exclusne Lwensas-Fmgmemutmn Issues“ e

-—leed'ﬁems' Clptmns to Flenew '
"= Worldwide: vs, [iterpalatic




The Merchandlsmg Agreement

. Royalty Rates and Mlnmnuus
- Domestic vs. FOB Royalty Rate
- Spllt Royahy Situation
- Mlmmum Vs, G'uarantee

. Qua’ﬂity Comtrol Provisions

. =Multiple Approvals of Prodicis/Packaging/ . 2
Advertising

— Recanrse for Failure to Comply

.,

The-Merchandising Agreement. -
. Tenmnatmn Provisions
o= Telminauon on Notice fos Bréach v
‘ Cum
Immedlate ngilt to Terminate
. ."‘ Repeated Failure to Pay Reyalties
< Failure to Maintain Insurasce

- . T Failuse to Meet Product [ntrcdumun & First. .
" Shipmeot Dates

The Merchand 151 ng Ag reement .|
€ Licensor Wish Llst. . '
- Relain att ngklsor agree upon oqutla‘uie shacding . .
- Get leensee 10 commmit to-a sum.mecd uﬁnignmmyxlty
— Get highest sayaky rate and advance os possbikt.
— Protect apainsi domestic aﬁhcenng
~ Profect ngaimi FOB sales -~ E
— Limit reps and \sammdesm “best of| lmowkdlgc a:b
— Cap ligblity _ :
+ Tie indemenity o ceps and warranltw
Mustbet‘ml jadgment . 01 ‘
+ Cap on income received

~ Build milestenes to trigeer teoination {i.c. Fmdm:t
Tatroduction Date, First Shipment Date or l:eaISDI?l salcs)

© — Deal only with a reupteble company

Scape of International Licensing - |
¢ Sales of licensed products b} c’ﬁ‘w try
~ United Statcs/Canada
— Westem Europe
—Japan ..
. —--Augttalla:‘NeWZealmd
— So./Central America
;= Southenst Asia . .
— Eastern Europe
ComE




T2'd THioL

Current Royalty Rates

: Median
< Entertainment/Character: '3-20‘}"‘% h}ﬁ%
C Corporale Brands: 4-12% :
CAt o 3-15%
¢ Dxsigner & Fashion 4-10%
¢ Coleges & Events T9%
¢ Professional Sports 7-12%
¢ Non-Profit _ 4-12%

.

The Futuré of Licensing

© Distusbing Trends: ' "*-“‘%%
~ Royalty Rates Approaching 20% 'ii-tg.;‘é_%a
~ Licensees Offering Equity plus Royalties
~ Increased ase: of ransfer foes
— Reflsal to prant options to renew

— Ohweership issucs for licensee developed matcn ik

— Inflexibility in product submizsions

~ Exizaordinarily bigh guaranice:s paid as advances '_ :

.






