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MERCHANDISING LICENSE AGREEMENT

TlilS AGREEMENT i~, effective as of [Date] by and between [Owner Name], a
[Owner'. state ofiflcorporation] corporation with offices at [OW1lerAddrcs.l'] ("LlCENSOR'1
and [Licensee Name], a [Licensee's state c>ftncorpcratioll,] corporation with offices at [Licensee
Address] (''LICENSEE''),

W.I.'I'.N.E S. S .ETJl: .'.

WHEREAS, LICENSOR is the sole and exclusive owner of the Property or Properties
identified more fully in Schedule A attached hereto (the "Property");

WIiERBA,S, LICENSOR is the sole and cxclusive owner of the TTlidemarkidentified
. more fully in Schedule A attached hereto (the ''Tr<!d6ll1ark'');

WHEREAS, LICENSOR has the power and authority to grant to LICENSEE the right,
privilege and license to use, ma1Jufacture and sell those types ofproducts that incorporate or are

, otherwis~ pasedon theProperty.as identified in ,Schedule, ,A attached hereto (the "Licensed
Products") and to use the Trademark on or in association with such Licensed Products;

WHEREAS, LICENSEE has n;presented that it has the ability to manufactln'e,market
and distribute the LiceJlBed Products in the coun1ries identified in Schedule A attached hereto
(the .''Territory'') ,and to use the Tradem;u:k ,on or in association with the Licensed ProductQ;

WHERE:AS, LICENSEE desires to obtain from UCENSQR an exclusive licensll to use,
manufacture, have manufactured and sell Licensed Products in the TCIritOIy and to use the
T'rad\'lltlark on 9r in association with the Licensed Products; and

. W@R,EAS, bpthUc.::ENS:E:E and LIC:ElI1S9R.llte inagreell1ent with respect to the te.nns
llIId conditions upon which. LICENSEE *all use, mlmufacture,have manufactw'ed .and swl
Licensed Products lllld use the Trademark;

NOW, 'IHEREFORB, in cOl)Siderall0n of the promises and agreements set forth herein,
the parties, each intending to be legally bound herli:by, do promise lll1d agree as follows.

. 1. License.G,,"nl .
." '. A.' '. LICENSOR. ho/~by grants to, LICENSEE, for tile Tena of this Agreement as

ra;ited ill Schedule A attached hereto, the axclusiveclght and license to use, manufacture, have
manLlfactured, sell, dis1ribute and advertise the Licensed Products in the Territory. The license
includes, but is not limited to, a license under auy and all patents and copyrights and any
applications ,therefore which have been filed .or may be filed in the futln'e with respect to the

·Pwpeity. It is understood and agreed that this license shall pertain only to the Licensed Products
atl.d does l'I0t extend to any other product or service.

B. LICENSOR hereby grants to LICENSEE for· the Term of this Agreement as
recited in Schedule A attached hereto, a royalty- free, exclusive license to use the Trademark on



or in association with the Licensed Products in the Territory·as well as on packaging,
promotional and advertising material associated. therewith.

C. LICENSEE may not grant any sublicetlses to any third party without the prior
express written consent oftho LICENSOR, which consent maybe withheld for allyreallon.

D. LICENSEE shall not l1\ake or authori.zeany use, direct or indirect, ofthe Licensed
l"roducts, like or similar, in any other country outside the Territory and will not knowingly sell
the Lioensed Products to persons who intend or lII'O likely to resell them in anY OOU!ltry outside
the Territory.

2. Term of the Agreement
This Agreement and theprovisiol1S hereof, except all otherwise provided. shall be in full

foJ:Ce and effect commencing on the date of execution by both partiesancl shall extend for a
TClm as recite4 in Schedule A attached hereto (the "Term").

·3. ~ompeDsatioD

A. In consideration for the licenses granted hereunder, r.ICENSEEagroes to pay to
LICENSOR, during the Term of this Agreement, a royalty in the amount recited in Schedule A
attached hereto (the "Royalty") based on LJ<:;ENSEE's Net Sales ofLicensed Ptoducts.

B. In theovent that LICENSEE grants any previously approved sub-licenses for the
use ofthe Property in countries outside of the United Slates, LICENSEE shall pay LICENSOR
[SulJ- Licensing Perc611tage] PERCENT ofth.. gross income receivedby LICENSEE from such
sub-licensees.

C. The Royalty owed LICENSOR shall be calculated on a quarterly calendar basis
(the "Royalty Period") and shall. be. payable no. later .than [number] ([#]) .days after the
termination of the preceding full calendar. quarter, i.e., COmmencing on the first (1st) day of

.. January. April, July and October with the exception of the first and IllS! calendar quarters whi~h

may be "shorf' depending upon the effective date of this Agreement.

D. . Witheach Royalty Payment, LICENSEE sb.al1 provide LICENSOR with 11 written
royalty statement in a form acceptable to LICENSOR. Such royalty statement shall becertJ.fiod
all accurate by a duly authorized officer of LICENSEE, reciting on a oountry- by-country basis,
the $t~k nWlber, item, units sold, description, quantity shipped, gross invoice, amount billed
customers less discounts, allowances, returns and reportable sales· for eaohLicensed Pl'()duct.
Such statements shalJ be furnished to LICENSOR whether or not any Licensed Produ9ts were
sold during the Royalty Period.

E.. LICENSEE agrees to pay to LICENSOR II Guaranteed Minimum Royalty)n
accordatlCe with the terms of Schedule A attached hereto (the "Guaranteed MillimWl Royalty").
Ai, recited in Schedule A, a portion of the Guaranteed Min;mum Royalty for the first year shall
be payable llS an Advance against roy~lties (the "Advance"). The actual royalty paYl1lenls shall
reflect the amount of all Gua:rar.teed Millimum Royalty payments including any Advances made.
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F. "Net Sales"shall mean LICENSEE's gross sales (the gross invoice amountbilled
customers) of Licensed Products, less discounfB and allowances actuaUy shown on the invoice
(except eash discounts not deductible in the calculation of Royalty) and, further, less any bona
fide returns (net of all returns actually made or allowed as supported by credit memoranda
actually issued to the customers). Noothcr costs inCllITed in the manufacturing, selling,
advertising, and dislributionof'theJ.,icensed Products shall.be deducted nor shall anY deduction
be allowed for any uncollectiblcaccounts or allowances. . .

G. . A Royalty obligation shaH accrue. upon the sale of the LicQllsed Products
regar~ess of the time of collcction by LICENSEE. For purposes of this Agreement,.a Licensed
Product shall be considered. "$old" upon the date when such Licensed Product is billed, invoiced,
shipped, or paid for, whichever event occurs fU'st.

H. If LICENSEE sells. any Licensed Product3 to any ~llrty. affiliated with
LICENSEE, or in any way direcllyor indirectly related to.or under the common control with
LICENSEE, at a price less~ the regl.llarpricc charged to. other parties, the Royalty payable
LICENSOR shall be computed on the basis of the regular price charged to other parties.

I. The receipt or acceptance by LICENSOR ofany royalty stat~ent, or the receipt
or acceptance of any royalty payment made, shall nofpreventLlCENSOR from subssquently
challenging the validity or accuracy of such statement or payment.

J. Upon expiration or tonrJnatioll of this f\.greoment, aU ROYdlty obligat1ons,
inGlu.dir.g aiiyuilJlaid portion_of th~ Guaranteed Minimum Royalty, shall be aooelsrated ilild
shall immediately bewrne due and payable.

K. LICENSEE's obligations for the payment of a Royalty and the Minimum Royalty
shallsUIVive expiration or tennina.tion·of this Agreement 8lld will continue for so long as
LICENSEE continues to manufacture, sell or otherwise market the Licensed Pl'Oducts.

L. All paymenta dUG hcrcundcrBhall pe made In United States. currency drawn on II
United States bank. unless otherwise specified betweeo tbe parties.

M. Late payments shall incur interest at the ratc of [Percentage} PERCENT ([#J%)
per month from the date such payments were originally due.

4, Audit ,
A. LICENSOR shallhave the right, upon at [number] ([#}) days ~ttennotice and

no more than once per calendar year, to inspect UCENSEE's books and recotdS and all other
documents and material in the possession of or under the.;ontrol ofLICENSEE with respect to
the subject matter of this Agreement at the place or places where such records are IIOlIIIlIlly
retained by LICENSEE. LlCE1'lSOR shall have free and full access thereto for such purposes
and shall be permitted to be able to lllake copies thereofand extracts therefrom.

. B. In the event that such inspection reveals a discrepancy in the amount of Royalty
owed LICENSOR from what was actualIY,.IllUd, LICENSEE shall pay such discrepancy, plus

./

J



mterest, calcllla.ted at the rate of [Percentage] PEllCENT ([#] %) per month. In the event that
such discrepancy is in excess of [Dollar Amount] UNITED STATES DOLLAA.S($ E#])
LICENSEE shall also reimburse. LICENSOR for the cost of such inspection including any
attorney's fees iIlcurred in connection therewith.

•C,. . .. AJl bopks and nic()xds relative toUCENSEE's obligatiQ~ hereunder shall be
<niaintained and kCj>t accessible andavaililblt to LICENSQRfur iJlSP~l:tioll for at least [number]

([#]) years after termination. ofthis Agreement. .. . .

D. In tl1c event that an investi,gation of LICENSEE's books and reCQrds is. made,
certail) confidential and proprietary business infonnlltionof LJCIlNSEE may necessarily be
made available to the person or persons conducting S\LCh investigation, It is a~ed that such
confidential and proprietary business information shall be retained in confidence by LIeENSOll
and shall not be used by LICENSOR or qisclosed to any third party fOr a peno!1 of [number]
([#]) years ftvDl the. date .of disclosure. or witho.ut the prior express written permission of
LICENSEE 1l1)Iessrcquired by law. It is understood andal;lfeed, howev!,ll, that ~uchiDfonnation
maybe used in any proceeding bMl>d on LICENSEE's failure to pay its actu¥ Royalty
obligation.

S. Warrauties and Obligations
A. LICENSOR rept'l;sents and warrants thatit has the rigil.tandpower to grant the

licenses granted herein and that there are no other agreemenf$ with any other party in conflict
hercwith.

B. LICENSOR fl1rther represents a."lli W..rIanls that.thc J.>roperty aIWlor Trad.emark
do not infringe any valid right ofany third party. . .

G· . LIGENSEE represents and warrants tha.t it 'Will us~ its best efforts to pl1lmote,
market, sell and distribute the Licensed Products. . .

.. D. .. LICENSEE shall be solely responsible for tbe manufacture, production, sale and
distribution of the Licensed Products and will bear all related costs associated therewith.

E. It is the intention of the parties that LlCElNSEE shall intrQdlLCe the Lioensed
Products in all countries in the Territory l)l1 or before the Product lntroductionDatc recited in
Schedllie A al1d commence shipment of Licensed Products in all countries in the Territory on or
before the Initial Shipment Dlite recited in Schedule A. Failure to meet either the Product
rnlroduptlon 0* or the Initial Shipment Date shaUconstitute grounds for immediate termination
of this.Agrcoment by LJCENSOR.

6. Nl!tices, Quality Control and Samples
A. The Licenses. l;lfanted hereunder are conditioned uppn LICENSEE's full and

complete compliance with the marking provisions of the Trademark, patent and copyright laws
of the United States and othcr countries in the Territory.



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 bigh quality which is at least equal to
comparable products manufactured and marketed by LICENSEE and in conformity with a
standard sample approved by LICENSOR.

D. If the quality of II class of the LiCeJ1Scd Products fails below such a production-run
quality, as previously approved by LICENSOR, LICENSEE shall use its best efforts to restore
such quality. In the event that LICENSEE has n.ot taken appropriate steps to restore Buch quality
within [numb~r] ([#]) days after notification by LICENSOR, LICENSOR shall have the right to
terminate this AgTcement.

E.Pri.or to the commencement of manufacture and sale of the Licenscd Products,
LICENSEE shall submit to LICENSOR, at no oost to LICENSOR and for approval af~ ~uality.

[number] ([#J) sets of samples of all Licensed Products which LICENSEE intepds to
manufacture and sell and [numb"r] ([#]) complete; set of all promutioillll and advertising material
assooiated. ~ewith. Failur.e of L1CENSOR to approvesuoh samples witbin [number] ([#])
working days after receipt hereofwill be deemed approval. I{LICENSOR should disilpprovc any
Sl101pIe, it shall provide specific reasons for such disapproval. Once such samples have been
allIlloved by LICENSOR,. LICENSEE .shall not materially depart therefrom without
LICENSOR'~ ~I'i()t olX!,rol~ wrillenconsent, whioh shall not be unreasonably withheld.

F. At least once during each calendar year, LICENSEE shall submit to LICENSOR.,
tor approval, an additional [number] ([#]) sets ofsamples.

G. The LICENSEE agrees to pennit LICENSOR or its representative to inspect the
faoilities where the Licensed Products are being manufactured anI! packaged.

7. .. Notice and Payment
A. Any noticerequired to be given pursuant to this Agreement shall be in writing and

delivered personally to the other designated party at the above-stated address or mailed by
certified or registered mail, return receipt requested or d~Ji\rered by .a recognized national
overnight courier service. /

B. Either party may change the address to whichnotlce or payment is to be sent by
written notice to the other in accordance with the provisions ofthis paragraph.

8. Intelleetual :Property Protection
A. LICENSOR shall seek, obtain and, during the Tenn oitms Agreement, maintain

in its own name and at its own expense, appropriate intellectual propeIly protection for the
Properly and Trademark.

B.. In the event that LICENSEE requests that LICENSOR obtain intellectual property
protection for a particular item or in/a particular countIy where LICENSOR had not, heretofore,
obtained such protection, LICENSOR agrees to take reasonable steps to obtain such protection,



provided, however, that LICENSEE shall he. obligated to reimburse LICENSOR for the cost of
filing. prosecuting and maintaining same.

C. It is l.lnderstood and agreed that LICENSOR shall retain aU right, title and interest
in theoriginlllProperty as well as in anymodifjcations orimprovements made to the Properly by
LICENSEE. .

D. The parties agree to execute any documents reasonablyrequest"d by the other
party to effect any of the above provisions.

E. LICENSEE acknowledges LICENSOR's cxclusive rights in the Property and,
furtl,er, acknowledges that the Property and/or the Trademark are llllique and original to
LICENSOR and that LICENSOR is the owner thereof. LICENSEE shall not. at any time during
qrllfler thll effective Tenn of the Agreement, dispute or contest, directly or indirectly,
LICJ3NSQR's exclusive right lind title to. the.Property. and,lor the Trademark or the .validity
thereof. LI9ENSOR, however,.makes no representlltion or wamnty with rllspect to .the .validity
qfanypatent, trademark or copyright which may issue or be granted therefrom. .

f. .IlCENSEE acknowledges that the Property and/or the rrlldelIlark have acquired
s!lCOlldary meaning.

G....•..LICENSEE agrees thllt its use of the Property and/or. the Trademark inures to the
benefit ofLICENSOR and that the LICENSEE shall not acquire my rights in the Property andlor
thll Trademark,

9. Termination
The following termination rights arejn addition to the. tennination rights provided

elseWhere in the ,Agreement: .

A. Imn1ediate Right of Termination. LICENSOR shall have the right to immediately
teqninate this Agreement by giving written notice to LICJ3NSEE mthe event that LICENSEE
does any ofthe following: .

i. falls to meet the Product Introduction Date or the Initial Shipment Date as
specified in Schedule A; or .

ii. after having comwenced ,sale .of the Licensed Products, fails to continuoll$ly sell
Licensed Products for [number] ([#])consccutive Royalty Periods; or

jiL fails to obtain or maintain product liabiJjty insurll11ce in the amount and of the
type provided. for herein;.or

iv. tiles a petition in bankruptcy or is adjudicated a banJo:upt or insolvent, or roms
an assi&Wl1ent for. the benefit. of CTe~itOTS,. or an arrangement pursuant to any
banl.,ruploy law, or if the LICENSEE discontinues its business or a receiver is



appointed for the LICENSEE or for the LICENSEE'S business and such receiver
is not discharged within [number] ([#]) days; or

v. breaches any of the provisions of this Agreement relating to the unauthorized
assertion ofrights in the Propertyand/or the Trademark; or

VI. fails, after receipt ofwritten notice from LICENSOR, to immediately discontinue
the distribution or sale of the Licensed Products or 'lheuse of any packaging or
promotional material which docs not contain the req'llisite legal legends; or

Vll. til,ls to m~e umely paymmtofRoyIIItil'S when dye two or mQre times during any
twelve-month period.

B. ImmedisteRight to Terminates Pomon..LIC.ENSOR sha1111avcth~ right to
immediately terminate the portiones) of the Agreement relating to any Property and/or Licensed
Product(s) and/or for any country in the Territory ifLlCENSEE, for any reason, fails to meet the
Product Introduction Dates or the Irntial Shipment Dates specified in Schedule A or, after the
COmmenCel'nent ofmanufacture and sale ofaparticlliar Licensed Product in a particular country,
ceases to sen commercial quantities ofsuch Licensed Product in sUclh country for [number] ([#])
consecutive Royalty Periods.

C. Righqo Terminate on Notice. This Agreement may be. terminated by either party
upon [number]([#]) days written notice to the other party in the event of a breach oia material
provision of this Agreement by the other party, providod that,duririg the [/'lumber] ([#]) days
period, the breaching party fails to curesllCh breach.

D. UCEJ."\ISEB shall have the right to terminate this Agreement at any time on
[number] ([#]) dayswritten notice to UCENSOR. In such event,all moneys paid to UCENSOR
shall be deemed non-refundable and LICENSEE's obligation to pay any g\.iaranteed moneys,
including the Guaranteed Minimum Royalty, shall be allCelerated and any yet unpaid guaranteed
moneys shall become Immediately due and payable.

10. l'ost 'l'ermiDlltioll Rights
A. Not less than [number] ([#]) days prior to the expiration of this ~eement or

immediately upon termination ll1ereof, LICENSEE shall provide LICENSORwith a complete
oohedllleofaU inventory ofLicensed Products then on-hand (the "Inventory").

B. Upon expiration or termination of this Agreement, except for reason of a breach
of UCENSEE's duty to clompl)' with the quality control or legal notice Marking requirements,
LICENSEE shall be entitled, for an additionalperiod of [number] ([#]) months ~d. on a non
exclusive basis. to .continue to sell such Inventory. Such sales shall be made subject to all of the
provisions of this Agreement and to an accounting for and the payment of a Royalty thereon.
Such accounting and payment shall be due and paid within [number] ([#]) days after the close of
the said. [number] ([#]) month period.



C. Upon the expiration or termination of this Agreement, all of the rights of
LICENSEE under this Agreement shall forthwith terminate and immediately revert to
LICENSOR and LICENSEE shall immediately discontinue all use of the Property and the like,
at no cost whatsoever to LICENSOR.

D. Upon termination of this Agreement for any reason whatsoever, LICENSEE
"grees ttlhnmediatelyretum ttl LICENSOR all material relating to the Property including, but
.not limited to,all artwork, color separations, prototypes and the .like, as well as any market
studies or other tests or studicsconductcd by LICENSEE with re;SP'1Ct to the Property, at no cost
whatsoever to LICENSOR.

11. Good Will
LICENSEE recognizes the valuc of the good will associated with the Property and

aCk/lowledgesthat the Property and all rights therein including the good will pertaining thereto.
belO1lgexclusiyely to LICENSOR. .

12. Infringements
A. . UCENSEE shall haye.the right, in its discretion. to institute and prosecute

la'.\'suits againstthird persons forinfringement of the rights licensedin this Agrec:ment.

B. If LICENSBE does not institute an infringement suit within [numberj ([#j) days
after. LICE:r,rSOR's written tequestthat it do so, UCENSOR may institute and prosecute such
lawsuit. Any la-.ysuitshall be prosecuted solely at the cost and expense of the party bringing suit
and all sums.teCovered in any s\iOhlawsuits. whether by judgment, sett1eml:4.t or othel'"vvise. in
excess of the amount ofreasonable attOrtl"'yg' fees and other out ofpocket expens",sofsuch suit,
shall be divided equally between the parties.

C. Upon request of the party briniing the Ia.wsuit, the other party shall execute all
pl.lPersde!ltif)' .on all matters, and otherwisoeOOllmtte in eyeryway neeessury and desi.rr,ble for
the prose<;l~lion of any such la-.ysuit. The party btiniillg suit shall rlliroburse the otherpariy for
the llXfIenallS incurred as a result ofsuch cooperation.

13. Indemnity
A. LICENSEE agrees to defend and indemnify LICENSOR, its officers, directors,

ag~tslllldemployees. lIgainst all oosts, expensesfl!ld losses (moludingreasonable attorneys' fees
and costs) incurred through clainlS of third parties against LICENSOR based on the manufacture
or sale of the Licensed Products inclilding, but not limited to, actions fOl.lJlded on product
liability.

B. LICENSOR agrees to defend and indemnify LI(:ENSEE, its. officers; directors,
l1:ge.nts alld employees, against all costs, expenses lIlld losses (including teasonableattorneys' rees
and costs) incurred through claims or third parties agains!·· LICENSEE, challenging the
authenticity C)f. the originally submitte.d Property; provided however, that suchindemnity shall
only be applicable in the event of a final decisiou bya court of competent jurisdiction from
which no appeal of right exists and shall be limited up to the amount of the actual moneys



received by LICENSOR under this Agi'eement Further, this indemnity does not cover any
modifications or changes made to the Property byUCENSEE.

14. Insurance
LICENSEE shall, throughout the Tenn of the Agreement. obtain and maintain at its own

cost and expense from a qualified insurance company licensed to do busincssin [Slaie], standard
Product Liability Insurance naming LICENSOR as an additional Il.fl.ihed insUred: Suc:hpoucy
shall provide protection againstany and all claims, demands and causes ofaction arising out of
any defects or fuilurc toperform,aIIe~ed or otherwis\l, of the Licensed Productli Onlny material
usediii connection therewith or any use thereot:Theamount ofcoverage shallbEl as speeified In
Schedule A attached hereto. The policy shall provide for [~lumbi!I'I·([#]) days notice to
LICENSOR from the insurer by Registcred or Ccrti:6cd Mail, rciurnieceipt IIlquested,in the
event of any modification, cancellation or termination thereof. LICENSEE agrees to furnish
LICENSOR a certificate of insurance evidencing same. within [monber].([#,D days after
execution of this Agt1lementand. in no event, shall LICENSEE manufacture, distribute or sell
the Licensed Productspriorto.m;eipt by LICENSOR ofsueh evidence ofinsurance.

15. Foree Majeure
It is understood and llgreed .that in the even! of an act of thegovernmel1t, .or war

conditions, or fire, flood or labor trouble in the factory of LICENSEE or in the factory of those
manufacturing parts necessary for the manufacture of the Licensed Products, which prevents the
pcrformanceby LICENSEB .o£thc provisions ofthis Agreement; thens\lchnonperformance by
LICENSEE shaIlnotbeconsideredilS grounds for breach or this Agreement and such
nonperformance shall be excused while the conditions herein prevail and for [numbel'] «(#])
months thereafter.

16. Jurisdietioll and Disputes
A. This Agreement shall be governed in accordance with the laws of the State of

[$lal!1],

B. All Qisputes under this Agreement shall be resolved by the courts of the State of
[Slale] including the United States District Court for the [District] and the parties all consent to
the jurisdiction of such courts, agree to accept service ofprocess by mail, and hereby waive any
jurisdictional or venue defenses otherwise available to it.

17. AlilreemeDt Binding OD Successors
The provisions of the Agreement shall be binding upon and shall inure to the benefit of

the parties hereto, their heirs, admi.DiBlraiors, successors and assigns.

18. Waiver
No waiver by either party of any defauit shall be deemed as II waiver of prior or

subsequent default of the same or other provisions ofthls Agreement.

19. Severability
If any tenn, clause. or provision hemf is held tnvalld or unenforceable by a court of

compateDt Ju.ri~10tiGn, ;UG'h hlv.Qiiclri ;b.::.H net :L,t¥gct ili€ v-..illdit'.,.: or cper.iliion or a.'1}" OW..cr iUlli.



clause or provision ;md such invalid term,dause or pl"OvisionshaU be deemed tolx: severed
from the Agreement.

20.N'GJolnt Venture
Nothing contained herein .sha11eonstitute this arrllllgernent to be employment, a joint

.Jf!lll~re or!tParl;D.c~p,

21. Assignability
Thelieen~grantedhereunder is porspn~ to LICEN1!EE lIIld shall notbe llssisuoQ9Y any

.act of LICENSEEfor by.operation of law lUllessil1 e.onnection witba transfer ofS1lbstantially all
!lfthe assets ofLICENSEE or with theconsentofLiCENSOR.

22. Integration
This Agreem.entoonstitutes the entire und(lllltan4i\l& of the parties, and revokes and

supersedes all priorllgr~mel1ts between the parties,including any option llg1'eementswhich may
have been entered into between the parties, and is intended as a final expression of their
Agreement. It shall not be modified or amended except in writingsignC(jbythepartieshereto
and. specifically referring to this Agreement.. This Agreement shall take precedence over any
othor doc\ltllents whichlIlay be in conflict with saidAgrEl$tlent, .

INWITNESS WHEREOF. the parties hereto; intending to be legally bound hereby, heve
each caused to be affixed hereto its or hislher hand; and seal the day indicated.

By: _

Title:------------
Date: -'-_

[Licensee Name]

:Ely:

Titie:,__-,- _

Date:----------
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1.

3.

4.

.. S~DtlLEA.
TO MEROlANDISEI.,ICJl;NSE AGIUmMENT

DATED (DlUe]
BETWEEN

(0'n'R21 NameJ
AND

[Licensee Nan,cl

LiclinsedJ,'rope)'ties .•....
The following Li.censed ProJlertieSIDrJIl part of tbisAgreement:

[Property]

LicensedTJ'lIdemarks .. ...• . ...
n,e following Licensed Trademarks Conn part ofthis A~~l11ent:

[Trademarb]

Licensed Products
The following Licensed Products form part oftbis Agreement:

[Licensed Products]

Territory
The following counlries shall constitute the Territory:

[Territory]

S. Term
nus Agreement shall commence on the date executed by both parties and shall extend for

an initial Tcnn of:

[Initial Term] YEARS

UCENSOR hereby grants LICENSEE [Number of Optiom] separately exercisable
optiollB (the "Options") to rene''>; this Agreement for additional [Option Term] year extended
Tenns on the same tenns and conditions provide4 for herein. provided:

(a) LICENSEE provides written notice of its intention to exercise this Option within
[number] ([#]) days prior to expiration ofthe then in-effect Tem; lind

(b) LICENSEE shalillave paid LICENSOR total royalty income of at least [Option
Minimum] during the then in.effect Teml.

6. Rofal~ Rate
T'("t·Rl·.:r<:rr:n:: 1t!'h~11 nm.r t'hl" Tnl1,...'Win(J' mv~ltv ,..qtP'"
J,.oJ......J.a ..lJ~ ..... gU""'... !JiM), • .1.,......."""...v .. ' ......C1 ......1 .......1 ..........

[RojiiilwJliite] .



7. Gllarllnteedl\1iuimulIl :Ri>yalty :md Advance
LICENSEE agrees to payqGEl>ffl0R an Advance of [Advance] upon eXllC1.ltion of this

Agreement. .

LICENSEE agrees to and will payI..ICENSOR a OUlll1lnteed Minimum Royalty of
[Minimum Royalty) for each calelldaryearduringthe Term ofthis Agreement.

Product LiabilitY IDsul"l\Ilce
[PL insurance] [$ ] combined single limit, with a dedu~tibieamoUllt not to exceed

[Dollar Amount] UNiTED STA',I"ES DOLL.i\RS ($[#]), for each single occurrence for bodily
injury and/or for property daIllage. .. .

9, Product IDtroductioolInitial Shipment . .. ..
ThO! Product InlrOd1.).cti()n Date for all LiceJlsed Products in allcoulltricsin the Territory

shall be [Introduction Date]. . ....

The Initial Shipment Date for all Licensed Products in all countries in. the Territory shall
be [Ship Dale].



CHECKLIST: DRAFTING MERCHANDISING LICENSE
AGREEMENTS

• Identification ofParties
• Namc-s
• Addresses

• Definition ofPropertY
• Definition ofLi~sid Products

• Fragmentation issues ifexclusive
• LicCJJse GIant

• Exclusive 'Is. nonexclusive
• Definition ofterrltory
• Reservation ofrights
• Entertainment and merchandismgrigbls
• Sublicensing

• Term ofAgreement
• Options to renew
• Effect ofconunercialization ofProper1y

• Compensation
• Royalty income
• Sublicensing income division
• Royalty period defined
• Net sales defined
• Royalty statements
• AdvanCe
• Guaranteed minimum royalty

-- Guaranteed 'Is. non-guaranteed
• When sale occurs
• Sales to affiliates
• Receipt will not prevent subsequent challenge
• Acceleration
• Survival oftermination
• Currency
• Interest

• Audit
• Timing and notice
• UnderpaymCJJt
• Record retention



• Representations and Warranties
• Ownership and Non-infringement
• Necessary permissions
• Ability to COIltract
• No conflicting agreements
• Best efforts to commercialize
• Promote and advertise
• Product introdw:tion and first shipment dat'1S

• Quality Control and Samples
• Marking.provisioIlS ofinteUectual property laws
• Obligation to seek intellectual property protection
• Legal notices
• Quality standards
• Froduct approva.is/types Wid frtqUOiicy

Preliminary artwork
Final artwolt
Preproduction samples
Production samples
Periodically during production

• Right to terminate ifquality fulls
• Intellectual Property Right.

• Acknowledgment ofownership
• Licensee estoppel
• Goodwill
• Secondary meaning acknowledgment
• Execution of documents

• Termination
• Immediate right to tennina1:e

Product introduction dates
Fails to continuously s.e11
Fail to maintain insurance
Bankruptcy or dissolution
Unauthorized use ofmarks
Timely payment ofroyallies

• Right to tenninstc:: portion of agreement
• Right to terminate on notice for breach

• Post-Temlination Rights
• Inventory
• Sell-offperiod
• CeMC:: selling
• Return ofmaterial



• Infrin~ents
• partywith initial rightJseoondary right
• cooperation
• Responsibility for paymart
• Respol15ibility for Iced co\lDsci
• Di.vision ofproceeds

• Goodwill
• Indemnification

• Product liability
• Infringement

• In5uran~
• Product liability
• Advertiser's

• Force Majeure
• Jurisdiction and Disputes
• Notice Provision
• Nondisclosure and Noncompete
• Termination

• On notice in event ofbreach
• By agent

• Binding on Successors
• Waiver
• Independent Contractor
• Severability
• Assignability
• Integration
• Execution and Dating byParties





MERCHANDISING AND
....cHAIRACTEFfL:ICENSING

James

Grimes &
Stamford,

l. _

....... <.

Introduction.tcfM~.rchandising
•...-·f.

r "Merchandising~Defined
- "Thelicensmg of lUecognizable ttl

GOPyrtght for use .on ancillary or colla'
produ4:1s or services"

r The Source ofMercbaJ1dising Properties.
- Chalacter & Entertainment
- Spol1$ &. Collegiate
- CelebJrily& Desi!!J1er
- Ccxptloate & Events

---.--.-- I

Overview

r fntr-oductiOil to Merchandisiifg-".
r Plll1ecting Merchandising Prop;"

the 1J1lellectuai Property Laws

r The Art ofNegotialion

r ThelM-erchandising License Agreement
_..A.n Overview

- Jmportant l'n)VjSiollS intbeAgreement

r Extent ofIntemalional Licensing
r ThteFlrture ofLicensing

J .. -'":....._ j
...~ .

IntroduC:l:ioh,·to"M~~chandisjng
..........~,-

r T~pes ofUcellS<ell Products ~%
,- -.<.:.. :'-. '.--:":' ~'-

r St:l1le of"the Indulstry 25 Years Agd
- [}i.oey

- Warner BIos
- P'lImOOl.ml Pictures

- F'ew 0lJJeffi

rLIMA's 2001 HarvardlYate Survey



-,

--" .

Introduc::tHJlltoM~rchandising
.,.~.....~.

• 9>IJlorate Licensing, tilefast~~t~
segmentofthe licensing industrY'';:'

• Leaders:
~CDca-Cola

- Harboy Davidson
__ Chrjsler Corporation

-M&MIMms
- Pillsbury

.......-.

,Protection of Properties
".

r CopyrightProOtection< '''".
.. , ~-

- Applicable for Art llndCharac1ei~"
- Inexpensh'C 100 Immediate
- Finite Dmation Irrespective ofUse

(' Trademark Protection
__ Applicable ior1'!~mesand,~
"" Immediab: and Relatively Jne>qlensi,...,

'-Infinite Dumilml ,'lith Use
f" Right ofPllblio;;ity

- State bv State

Pr()tection of .properties
..... •..••r..

(' Search Considerations ';~*t".

- Al1~Cla•• Merchaodising Searclres ·':i¥·;'.
- Consider OIlier Establislred Uses

r Yale lor lOcks '
rHarnud lor_vue

r Intent to Use Trademark: Applications
~ Me.man.d;singClasses, e,g9, 16, 25,28,

- Plorect Berore You Puhliclze

TheM ot-Negotiation
"-

r KnO~\'YollrProperiy '''''"''~
-Be Aware of Ill; Stre.oglh.s &. Woo:'''''

--.KriOw the Con:\leliIion
r KIJoWYour Adversary

--. Jnve.tiJ¢e.Investigate. Investigate

• Be Humble



The Merdniridisi.ng Agreement
r Type

- }~pse.~ ...\ssi~",l1t
-I-::Xclusive vs. Non·Exclusi.e

r Basic Terms
_. Compensalioo (Royall)' R:ues, FOB, Split)
-~' "NefSales
- AdvlllnCes
_. au..1eedv.. Non'Guartlleed Minimum
- Ro)'lllty Periods (qusxil!r1y, y<a>ly, moBilily)
-- TennofAgreement

- li""""<>l Territoly

The Merchartdi.sing Agreement
"

Di.slpotes and Governing Law,...
- t\rbitmtion vs. Litigation ~:,.

-Venue
-Stal"Law

Audit and. Document Retention Provisio
- 1lime, location, Coopendicn & P")'D<n1

-I~ords-Type, Location, Period .

Intellectual Property Rights
- lle&poo.sibil ity
-llnfOO:ement AgainstIntiinge..

The Merc:hslndli$ing Agreement....

Insurance: Provisions
- Prooocl Lil'lbllily

- Advertiser".llImrs_enl

Iildenuilliclltio'D. Pro-visions
- Product l.il,hi1ity D)'lLicensee
- Infringement !by Lirensor

Wammties
- Power l<:lEnter Inlo AgJeelnent
- Noo-lnfrln;gerneotlBest orKnowledg¢& Belief

"_ c.

".

The Mercha~disiQgAgreement
.~~ .......

".!

IdentificationofLicensed PrO!
- TradelDW!<s &< Cbaraclllt'Names

IdentificationofLicensed Products' .
- Excl..:ive Lieenses-FJ1IlilUlenllllion Issues

• Term andT<~
- FixedTlIlllris; Opli<lns to Iilenew

- Worldwid", vs.l'nterplatic

3



TheMerchal"ldisin,~ Agreement
"':- ...~

Royalty Rates and Minimums "'<;".,
- DOIl'IesUc vs. FOB Royally Rate '%,~,."
- SJ'lit Royally Situation
- Minimum vs. Guaronlee

Quality Control Provisions
~.Multipl<: Aj>pro\'als"fPll)(ll~giBw

Advertising .

- Recourse for Pailuno 10 CmnpIy

The Merchandisi(lg.Agreement

Termination Provisions
- 'termination ORNotice for EJri,adJ WI

Cure
- Jmmcdiate Rightlo Terminate

{"Rtpe_ Failu,. to PayR<>yalri<s
rFai1ure to Maintain fuli11l'8mOO

(' FalluretoMee1 Product IDlroduetion IlLFirst
SIlipmm.nit..

The Mer:ChClnd.i.~ing Agrelement
r [,icensor \Visit List:

- Ret&iD ,eU righlsoragr.:e upon «)uiiiibi~.sblritl@

~,?~,;~~ee:-,~~ commit to,asUUlllteed~~
- 0'1 bighc" 1D}'aI:y nil< IItd a<I""""" as po, '
- Prot<£{ agaimt domedic SIIblic'UOll
- P'r4llcdagaimt FOBSIIes
-,Limilreps_andw~,to_·'be5t'ofb:.to\~dtge&:. b
- Cap li.b~it)·

~ 'lie lndl:ttlroty ~o cej)5 am wa:rtallttes
•• MlIstlle r.~oJ judl1ft'lll
, CP:p On iname reuived

- Build t1l.I1e.slo11es to bilc;er ll:ImDtupm {ie. P:roduct
In~~,Date. F'.-slSb.iJlmcntDatc or cealSDli5Zllo}

- 0 ..1OIl1y willi. reup1Bbl.coI1'fBllY

..~.~-

Scope of Int;rnaticmal Licensing
~.........

'"r- Sales oflicensed products by c~\t.try:

--- United Stales/Canada 6
- WestemEurope 22~%

- Japan 9.18%
-:: Ausl[a1ia1J'o1e... Zealand 1.3%
- SoJCentral America 0.7%
- Southeast Asia 0.:5% .

-EastemEm-ope insig.

-Other 0:7%
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Current ~oya!ty Rates
R~2e MCwan

-i;::i:lc
r EntertainmentJOiaracter: :B-20%"'{r
r Oll:porate Brands: 4-12"""
r M 31-15%
r Dlsigner & Fashion 4-10%

r- Colcges & Events 7-9%

""Professional Sports 'l'-12%
r }\''on-Profit 4-12%

~ ~-.

"-, .

5

The Future'-of..~icensing
'~

'"\v.~r DisluIbing Trends:
- Royalty Rates Approaching 20%
- licensees Ol'fi:ring Equity plus ROyllilies

- Increaud "seoftransfer fees

- RcfusaIIO JIIlIIII options to =ew
.' Own.lllhip issues fur Ii"""",. dewJaped mated
- Infle.<ibility in productsulJmis,sions
- EKlxaanIinarily high guarll1lIe<:" paid as advances

~
."

~




