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MERCHANDISING LICENSE AGREEMENT ANNOTATED

C

| by C@gfles W. Grin‘ies and Grego;—y J. Bartérsby"" L

Charles W. GnmesandGregoryI Barrersbyareparmersmme lawﬁnnof,: R R

Grimes & Battersby, Three Landmark: Square, Stamford, CT.06001.and

Executive Editors of The Licensing Journal. They a:erecognmeclaunhonues.: .

in the area of licensing law. They authored the seminal workin thearea, “The . |. .

Bar and lay groups on hcensxng topics.

Law of Merchandising and Character Lxccnsmg” andare regulz: Speakers w ..

" CLAUSE

C OMME\[T

THIS AGREEMENT is entered into this lst day of Ianua.ry 1993 by
and betwe\,n ‘{YZ PROPERT]ZES INC., a New-York corporation with-|
offices at 111 \r[admoa Avenue, New York. New York 10022 (“LICEN-:

SOR™. and DODGERTOWN NOVELTIES; INC.;a California corpora-

tion with officzs at 1 Baseball Boulevard Los Angeles Cahforma 99999 R T

(“LICENSEE’ ).

H_WIT\IESSETH

WHEREAS, LICENSOR is the sole a.nd excluswe 0wner of mc'

copyrighted Property or Properties identified more fully in Schedule. A

attached hereto (the “Property™); and
WHEREAS, LICENSOR is the sole and exclusive 0wner of the

' ‘Dus paragraph seLs the stage by 1denufvmg Lhe,

‘Licensor and Licensee. and est.abhshes Lhe effecuve date o
B of the Agreemcnt e :

These paragraphs define Lhe Llcensed Property and‘ -
ll'ademark(s) as identified in the attached Schedule'A.

::ademark(s) 1denufied more fuuy in Schedulc A atnached hereto (the_,: I,

“Trademark™); and -

WHEREAS, LICENSOR has Lhe pawer and authon:y 10 gram tof--_i

LICENSEE the right, privilege and license 1o use, manufacture and sell
those types of licensed products which incorporate or are otherwise based
on the Property as identified in Schedule A amached hereto (the “Licensed

Products™) a.nd Lo use r.he:Tradema.rk on orin assocmuon wah the Lxcensed

Products; and :
WHEREAS, LICENSEE has represemed that it has the abxhty 0

manufacture, market and distribute the Licensed Products in the countries |

idendfied in Schedule A attached hereto (the “Licensed Territory™) and to

use the Tradcmark on or in-association with the Licensed Products:- .-}
WHEREAS, LICENSEE desires to obtain-from LICENSOR an. j TR
exclusive license to use, manufacture, have manufactured and sell L1— Joe

censed Products in the Licensed Territory and to use tha'I‘rademark onor
in association ‘with the Licensed Products; and -

WHEREAS, bothLICENSEEandLICENSORaremagreemmtmt.h NS
respect to the terms and ‘conditions upon “which LICENSEE shall. USE, Lot
manufacmre, have manufacmred and sell Lxcenscd Pmducts a.nd use the |, » -

Trademark,

:and market the L1censed Products in r.he Lxcenscd_Tern-,

NOW, THEREI-‘ORE in consu‘lerauon of the prom1ses and agree- o s

Here :hc Lxcensor conﬁrms Lhat it has the aumonty:]'
to grant the Licensee the right 0 rnake and sell Ehc
Licensed Products o

Here the Llcensce conf’ums 1: is able to manufacmre .

tory. S
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mcurs set forth herein, the parties, each 1mcnd1ng 10 be legally bound hereby,
" do promise and agree as follows: S Do

1. LICENSE .

(2) LICENSOR hereby grants to LICENSEE for the Term-of ‘this | -
Agreement asrecited in Schedule A azached heretd; the exclusive rightand:

license touse, manufacture, have manufactured, sell distribute and advertise [ - -

the Licensed Products in the L1censed Territory, “The license includes, but
is not limited 10, a license under any and all patents and copyrights-and any

applications therefore which have been filed or may be filed in the future with. | - .
respect to the Property. It is understood and-agreed thar this license:shall |
pertain only to the Licensed Products and does not exLend to any other.

product or service.
(b) LICENSCR hereby grants 1o LTCENSEE for the Term of th:s

- Agreement as recited in Schedule A attached hereto, a royalty-free, non-
exclusive license to use the Trademarkon orinassociation withthe Licensed

Products in the Licensed Territory as well as on packaomg, promononal and |

advemsmg material associated therewith. -

(©) LICENSEE shall also hiave the right to grant sub-licenses 1o third | -
parties to manufacture and/or sell the Licensed Products in countriesin the -
Licensed Territory other than the United States subject (o I.ICENSOR 5

" prior express written approval of each such sub-license.

(d) LICENSEE shall not make or authorize, any use, direct or mdu'ec:,

of the Licensed Products, like or similar in any other county outside the
T sed Territory and will not knowingly sell the Licensed Products to
Pe.-ms who intend or are likely o resell mcm in a.ny counuy outs;de the
Llcensed Tcmtory ' R Do

2. TERM OF THE AGREEMENT

This Agree'rpent and the provisions hereof, except as otherwise pro- |~

vided, shall be in full force and effect commencing on the date of execution
by boLh pames and: shall extend foraTerm as recncd in: Schedule A attache,d

hereid (the “Term")
3. COMPENSATION

(@) In consideration for the licenses granted hereunder, LICENSEE

agrees 10 pay 10 LICENSOR durmg the Term of this ‘Agreement, a royalty:
in the amount recited in' Schedule A attached hereto (the. “Royalty“) bascd': :

on LICENSEEs Net Sales of Licensed Products.

(b} In the event that LICENSEE grants any previously appr0ved sub-
licenses for the use of the Property in countries outside of the United States, -
LICENSEE shall pay LICENSOR FIFTY PERCENT (50%) of the gross :

income received by LICENSEE from such sub-licensees.
' {c) The Royalty owed LICENSOR shall be calculated ona quartcriy

calendar basis (the “Royalty Period™) and shatl be payableno laterthan thirty -

(30) days after the termination of the preceding full calendar guarter; ie.,
commencing on the first (1st) day of January, April, July and October with
" “~ception of the first and last calendar quarters which may be “shon"
. ding upon the effective date of this Agreement.

~(d) With each Royalty Payment, LICENSEE sha.ﬂ prowde LICENSOR :

This is the operative exclusive license gra:it touse
the Trademark on Licensed Products and on promo-
tional and-advertising material.

hcenses limiting them 10 comtncs within the Licensed

“Territory outside the United States. The Licensee must .~
‘| riotify and recetve writen approva.l from the Lxccnsor of

the sub-license before an agreement is made, .
In provision 1{d), the Licensee agrees not know-
ingly sell Licensed Products 19 a third party who is likely
to diswibute them outside of the Licensed Terntory.
pos'51b1y in-conflict with other Lxc..nsecs . _

By refcrence 10. Schedulc A tius cs:abhshcs when N
thc Ag‘ree:mem commences and ends. L

By re.ferencc t0 Schedulc A this provlsxon deﬁnes o

- the royalty rate..

- This; provxsmn deﬁnes the perccmage the Llcensor o

' 'w1ll receive from income received by r.hc Lxcensee
'fromanauthonzed sub—hcensee ot e e

'I'lus pmvxsxon detennmes when royalues wﬂl bc . ﬁ

.calculated and when payment of royalty:is due by the
| Licensee.* In this case, royalties are calculated on a.
- quarterly basis, and payment must be received no Iatcr:‘ o

Lhan thxny days after r.he qnarr.cr ends

’I‘rus prowsmn descnbes how Lhe royalty srate-

~This provision-is the operative exclusive license o]
--grant1o-use-the Property... :

'I‘rus grams the chensee t.hc nght 0 gmnt sub-
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with a written royalty statement of the type attached hereto as Exhibit B.

Such royalty statement shall be certified as accurate by a duly authorized

officer of LICENSEE, reciting on a country by country basis, the stock

ments must be submitied to the Licensor. Each ¢ ™
ment should be certified by an officer of Ihe'Lice;E’}

number, item, units sold, description, quantity shipped, gross invoice, |.
amount billed customers less discounts, allowances, retums and repartable | -
sales for each Licensed Product. -Such statements shail be furnished w | .

AN

LICENSOR whether or not any Licensed Products were sold” dunng the |

Royalty Period.

(€) LICENSEE agrees to pay to LICENSOR a Guaramecd memum. I
Royalty in accordance with the terms of Schedule A attached hereto (the |

“Guaranteed Minimum Royalty™. As recited in Schedule A, a portion of
the Guaranteed Minimum Royalty for the first year shall be payable as an
Advance against royaltes (the “Advance™). The actual royalty payments

shall: reflect the amount of all Guaranteed. memum Royalty payments -

including any Advances made,

(f) “Net Sales” shail mean LICENSEE s gross sales (the gross mvoxce_-_
amount billed customers) of Licensed Products, less discounts and allow-.

all returns acmally made or allowed as :supported by ¢redit memoranda

The Guarameed Mmunurn Royalty and Advance
1denufied in Schedule A are recited in this prov151on It
specificaily provides that the actual royalty payments

-will be credited against| the Guaramecd Mlmmum Roy-
'_alty :

A def’mmon is prowded for “\Iet Saies‘ " “This’

: ,prowsxon shouldberevmwed by ¢ Lhe Lxcensor s accoun- '
. ances actally shown on the invoice (except cash discounts not deducuble . |. tants.
' in the calculdtion of Royalty) and, further, less any bona fide returns (netof |. - '

actually issued 1o the customers). No-other costs incurred in.the manufac- L
wring, selling, advertising, and disaibution of the Licensed Products shall .. .- . ..
be deducted nor shail any deduction be allowed for any uncollecublc:- R

accounts:or allowances.

: (g)sA Royalty obligation sha.ll accrue upon Lhe salc of the che.nsedz_.. ,‘
Producrs regardless of the time of collecdon-by, LICENSEE. For purposes:
of this Agreement, a Licensed Product shall be considered 'sold”upon the | ... .

- date when such Licensed Product is billed, invoiced, shipped, or paid for, |... .. '

whichever event occurs first.

(h If LICENSEE sells any Licensed Products to any party affiliated |
with LICENSEE, or in any way directly or indirectly related to or under the .

common control with LICENSEE, at a price less than the regular price
charged to other pardes, 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 of any royalty statement,

or the receipt or acceptance of any royaity payment made, shall notprevent |,

LICENSOR from subsequently challengm g the validity or accuracy of such

staiement Or payment. :
. (): Upon expiration or tenmnauon of this Agreement aﬂ ROyaIty

obhgauons including any unpaid portions of the Guaranteed ‘Minimum

Royalty, shall be accelerated and shall unmedmtely become due. and |
. _:menr. N

payable.

.whxcharoyaltylsdue T

Th]s prows:on def‘mes r.he types of transacuons for__

P

e L

'I'I'us prowsxon pr0v1des Lhat a fuIl royalty shall bc

*pmd for diswessed sales.

‘The cashing of a royalty check by the Licensor
shOuid not constitute a waiver to prevent the Llcensor_
from bemg able. Lo subsequently chaﬂenge Lhe con'ect-

ness thereof.

This is a standard “accelerar.r.on clause conﬁrm _

‘ mg that all guaranteed payments will become due and -

payable upen termmauon or expu-anon of the Agree- '

X) LICENSEE‘S obhgauons for Lhc payment of a Royalty andthe f . . o

Minimum Royalty shall survive expiration or termination of this Agreement |

and will continue for so long as LICENSEE continues to manufacture, sell
or otherwise market the Licensed Products. -

- (1) All payments due hereunder shall be made in Umr.edSta:cscu:rency
drawn on a United States bank, unless otherwise specified between the

parties. _ ‘ .
{m) Late payments shall incur interest at Lhe. rate of ONE AN'D ONE-

ThlS prov:sxon is parucula.rly relevant wuh rcgard
to forexgn Licensees so thatthe Lxcensor is notobhga:ed _

| for bank coilection fees for processing forezgn checks,

Thisisastandard “time is of the essence” provxsmn

HALFPERCENT (1 1/2%) per month from the date such paymcms were. |, ;wnh mteresr. accruing for late paymenrs

~ originally due.

"\
\
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(@) LICENSOR shall have the right, upon at least five (5) days written

notice and no more than once per calendar year, © inspé,ct' LICENSEE s

or under the control of LICENSEE with respect 1o the subject matter of this”
Agreement at the place or places where such records are normally retained

by LICENSEE. LICENSOR shall have free and fuil access thereto for such -
purposesandshallbe penmtted 10 bcable 10 make copxes thereof and exiracts |

I.herefrom.

(b)Inthe event that such inspectionrevealsa dmcrepancy in the amount
of Royalty owed LICENSOR from what was acwally paid, LICENSEE shall

pay suchdiscrepancy, plus interest, calculated at the rate of ONE AND ONE-
- HALF PERCENT (1 1/2%) per month. In the event that such discrepancy

isinexcessof ONE THOUSAND UNITED STATESDOLLARS(S1,000.00} |
LICENSEE shall also reimburse LICENSOR for the cost of such i mspecuon 1 B

including any attorney's fees incurred in connection therewith,

(¢) All books and records relative to LICENSEE’s o_bhganons hereun- |
- der shall be maintained and kept accessible and available to LICENSOR for

* inspection for at least three (3) years after termination of this Agreement.
{d) In the event that an investigation of LICENSEE s books and records

is made, cenain confidential and proprietary business information of LIC-| -

ENSEE may necessarily be made available 1o the person or persons conduct-

ing such investigation. It is agreed that such confidential and proprietary -

‘|-the information it gains access to. This information can
‘be used, however, in an action by the Licensor 1o
‘ enforce the royalty obhgauon S B

business information shall be retained in confidence by LICENSOR and "
s' ‘ot be used by LICENSOR or disclosed to any third party for a period’
.4 (2) years from the date of disclosure, or without the prior express .

' wnuen permission of LICENSEE unless required by law. It is understood
and agreed, however, that such information may be used in any proceeding
based on LICENSEE's failure to pay its actual Royalry obligaton. :

‘:5 WARRANTIES & OBLIGATIONS

(a) LICENSO represents and warrants that it has the nghc and power-

0 gram the licenses granted herein and thar Lhere are no omer agreemems
with any other panty in conflict herewith.

{b) LICENSOR further represents and warrants that it has no actnal
cnowledgc thar the Property and./or Trademark mfnngc any va.hd right of
iny third party.

{c) LICENSEE represents and warrants that it wnll use its best efforts to

“yromote, market, sell and distribute the Licensed Products,

(d) LICENSEE shall be solely responsible for the manufacture, produg--
ion, sale and distribution of the Licensed Products and will bear ail relate,d T

:0s1s associated therewith,
(e} Itis the intention of the pames that LICENSEE shall introduce the
.1ccnscd Products in all conntries in the Licensed Territory on or before the

_ ’roductlnuoducuon Date recxtcd in Schedule A and commence shipmentof -

. Jicensed Pro-ducts in all conntries in the Licensed Territory on or before the
nitial Shipment Date recited in Schedule A. Failure to: meet either the -

‘roduct Introduction Date or the Inidal S}upmenz Date:shall constituta | =

1 45 for immediate termination of this Agreement by LICENSOR.
“LICENSEE shall be entitled 1o materially modify or change the

- The Audit Provision is relatjvely‘standard-an.d
should be reviewed by the auditors the Licensor plans
~to use for ‘auditing Licensees. It provides that the

“Licensor has the right 1o audit under reasonableterms.™

In the event that the audit reveals underpayment,
the Licensee must pay discrepancy with interest. If the
underpayment is more than $1000, the Llcenscc must
also pay the cost of the. auth. o

One problem frequently encountered is destruc-
tion of records.” This provision requires that the Lic-

- ensee kesp all books and records foratleast thrcc yea:s .

aftcr cxp:.ranon of the Agreement.

Prov1s:on 4{d) states that in t.he event of an. audlt, :
the Licensor agrees to maintain. the confidentiality of

* The Licensor warrants thatit-has the right t grant

ﬂns license and that ithas notalready gramed tlmsenghrs :
10 another party. ©

Here, the Licensorwamnts that IhCI.lccnsed Prop- :

| erty and/or Trademark w111 not mfnnge thc nghts of any

olherpany -
~This is important as it dcfme.s what efforts the'= -

Licensee will make 0 pmmote and sell the Lxcensed' '
Producm

This obligates the Licenses 10 introduce Licensed - -

Products in accordance with a specific schedule detaled
“in ‘Schiednle A. “The Licensor will have’ the right to
‘terminate the Agreement if this schedule is not kept. -

dcefised Products without the prior written consent of LICENSOR pro- _
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~ vided, however, that LICENSOR shall be entitled to its fuill compensation

_ onany such modified or changed version of the Licensed Products. Further, .|
should LICENSEE utilize any dominant feature of the Property and/or the |
Trademark on any product other than the Licensed Products, LICENSOR |

J."_.-:}
i

shall be entitled to a royalty on such other products in an amount to. be: a -

negouated between the pames

f ]
-

6. NOTICES QUALI’I'Y CON’I’ROL & SAMPLES

(2) The Licenses granted hereunder are conditioned uponLICENSEE s: : ‘T_:

full and complete compliance with the marking provmons of the trademark,
patent and copyright laws: of the Unncd States and othier countries in the

Licensed Territory.
(b) The Licensed ‘Produczs, as well as all promouonal packagmg and

netices as required by LICENSOR.
{c) The Licensed Products shall be of a high qua.l.xty which.is at least

equal 1 comparable products manufactured and marketed by LICENSEE_.

and in conformity with a standard sample approved by LICENSOR.

_This condmons the hcensc grant upon: the Ltcenscc 5
fult comphancc wuh the mtel]ectual ptoperty laws of the
United States and forexgn coumncs ‘and requires that the
Licenses advise the Licensor upon commencement ot‘

" sa.!e of Lxcensed Producrs in any coumry
advertising material relative thereto, shall inctude aJl appropnaze legal |.

' The quahty control pl'OVlSlon is the Heart’ of ‘any

‘ N:merchandxsmg hcense agreement and is requu'ed when
1 a trademark is bemg hccnsed R o

v {d) If the guality of aclass of the Licensed Products falls below such a_ [
producnon-run quality, as previously approved by LICENSOR, LICENSEE |
shall'usé its bést efforts o restore such quality, Intheevent that LICENSEE | L
has not taken appropriate steps to restore such quality, within thirty (30)days | . =~

after notification by LICENSOR, LICENSOR shall have the right tof =~ ' =~ 77

Lermmatc this Agreement.

~+*(e) Priorto the commencement of manufactre and sale of theLicensed |
‘wire or sell Licensed Prodicts wu.hout priorapproval by

Products, LICENSEE shall:submit to LICENSOR; atno cost to LICENSOR

arid for approval as toquality, Six (6) sets of samples of allLicensed Products. .|

which LICENSEE intends o manufacture andselland one (1) complete set.. '1Lxcensor to approve samples’ within ten working

| after receipumeans that the samples have been approvéd

of all-promotional and ‘advertising, material associated therewith. Such
approval by LICENSOR shall not-be unreasonably withheld. Failure of
LICENSOR to approve such samples within ten {10) working days after
receipt hereof will be deemed approval. 1f LICENSOR should disapprove

any-sample, it shall provide specific reasons for such disapproval. Once,
such:samples have been approved by LICENSCR, LICENSEE shall not
materially depart therefrom without LICENSCOR's pnor [EXpress written

consent, which shall not be unreasonably withheld.

(£) At least once during each calendar year, LICENSEE .shall subm:t to"-:
| énsure that the quahty control_rcqmrcmcnm are bemg‘.

| complied with.

LICENSOR an additional:twelve (12) sets of samples. .

() The LICENSEE agrees to permit LICENSOR or its representative

10 mspectr.he faciliies where the chenschmducts are bemg manufacnred.
RETIR : ¢ w ... ] reasonableright to inspect the manufacturing facilities

A: wens' .
"comphedmﬂ'l.

and packaged. s
1. NO‘I’ICE AND PA.YMENT

(a) Any notice requn-ed to be gnren pumuant to this Agreement shall be A
in wrmng and delivered personally to meomcrdes:gna:ed party atthe above | .
. stated address or mailed by certified or regisiered: mail, return receipt | .
. requested or delivered by a recognized national overnight courier service. |

(b) Either party may change the address to which notice orpayment is

.This provides that the Lxcensee cannot manufac-

the Licensor. In this pamcular case, the ‘failureof: ™

by the Licensor. Ttis in the Licensee’s best intérest:to

1 obtain product approval at as early a date as possible 10

avoid scrapping “or ‘destroying already manufactured
products,

”The yearly submlssmn of add.monal samplcs isto:

Pursuant to this paragraph ihe Licensor is gwen a

at the qua.hty conn'ol standards are bemg

Thxs is a classic notice and’ payment provxsmn and
' govems how nouce and payment should bc rnade

to be sent by written notice to the other i in accmdance wn.h the prows:orns of o

thxsparagraph RN
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s PATENTS, TRADEMARKS AND COPYRIGHTS

(2) LICENSOR may seek, in its own name and at 1;5 own expense, |-

appropriate patent, rademark or copyright protection for the Property.
(1) In the event that LICENSEE requests that LICENSOR obtain patent
or trademark protection for a particular item or in a particular country where

agreestotake reasonable steps to obtainsuch protection, provided, however,

that LICENSEE shall be obhgated to reimburse LICENSOR for Lhe cost of- PRI

ﬁlmg, prosecuting and maintaining same.

. (6) Itis understood andagrcedmatLICENSOR shall retain all right title |
and interest in the. original Property as well as in any nmodific: canons or | soIe owner of the Property and Trademarks.

improvements made 10 the Property by LICENSEE. 1
' (d) The parties agree to execute any documents reasoriably requested ek

_ of the Agreement dispute or contest, directly or indirecly, LICENSOR's
exclusive right and ttle to the Property and/or the Trademz._irl; or the validity"

'by the other party to effect any of the above provisions:

“"The Licensor may obta:'.ﬁ patent, tradcmark and
copyTight protection for the Property and/or Trademark.

If the Licensee wishes the Licensor to secure patent, )
rademark or copyright protecuon the chensor wrll do ;

LICENSOR had not, heretofore, obtained such prowcuon LICENSOR | 'sq; af the Licefises s expense,

Th:s prows:on conﬁxms r.hat thc Lxcensor is the

.(¢) LICENSEE acknowlcdges LICENSOR's exclusive rights in the:| e o

Propeny and, further, acknowled ges that the Propcrry and/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 effective Term |
sl trademark area, and this provision:states that the Lic-

1 ‘ensee may-not attack - the validity of -the Licensor's

- Licensee estoppel is-still alive and. well in the

thereof. LICENSOR, however, makes no representation or warranty with |- rig

respect to the validity of any patent, rademarkor copyngh: which may issue”

or be granted therefrom.

. (f) LICENSEE acknowledges Lhal r.hc Propcrty and/or r.‘ne ’I’rade,mark T
- 'the Trademarks have acquired ‘secondary .meaning.

: .1\"% acquired secondary meaning.

\g) LICENSEE agrees thatits use of the Property and/or the Trademark-|
1" Trademarks. A provision thatLicensee’s use will inure

“to the bénefitof the Lxcensor is requued in any formof.

inures 1o the benefit of LICENSOR and that the LICE.N SEE.shaJ.l no:acquzre ;
any nghts in Lhe Propcny and/or the Tradema:k . .o

o TERMINATION

4

The followmgtenmnaoon rightsare in addition 1o the termmauon nghts 5k

provided elsewhere in the Agreement:

(2) Immodxaé‘R.rght of Terminadon, LICENSOR shall have the right”
toimmediately terminate this Agreement by giving writien notice to LIC- | __;

ENSEE in the event that LICENSEE does any of the following: -

(1) fails 10 meat the Product Inroduction Da:e or t.he Imual thpmem IN

-Ddte. as specified in.Schedule A; or

+:(2).after having commenced sa]e of the L1ccnsed Products fails 10 con-
nnuously sell Licensed Producrs forthree (3) consecutive Royalty Periods; or

(3) fails to obtain or maintain product habxhry msurance in the amount
and of the type provided for herein; or

~(4) files- 2 petton in bankruptcy or is adjudicated a bankrupt or
1nsolven: or makes an assignment - for the benefit of creditors, or an-

arangement pursuant to any bankruptcy law, or if the LICENSEE discon:
tinues its business or a receiver is appointed for the LICENSEE or for the

days; or

-unauthorized assertion of rights in the Property and/or the Trademark; or

P 4 discontinue the distribution or sale of the Licensed Products or the use |

'6) fails, after receipt of written notice from LICENSOR, to immedi-

f Lmdemark llcensmg

(5) breaches any of the provisions of this Agreement relating to the |

‘I rights in _;rre Property and/or xhe, Trademar;c._ ‘

- “The: Licensee: should. spex:xfically recogmzc tha:

‘| “Thisis particularly. helpful in the case of unregistered,

" This governs the grounds under which LheAgree
;"mcm may be ‘immediately :ermmazed npon wnuen;
: "“noucetothe L:censce RS S s

for three consecutive royalty periods,

If the Licensee fails o maintain product habﬂny-

inisurance, the Licensor may terminate the Agreement.
In the event of 2 bankruptcy by the Licensee, the

' Agreerne.nt may be. terminated. - There is, however,
| doubt whether this pronsmn is enforceable under :he :
- ‘fBaniuup:cy Act. B TheE L
LICENSEE' Sbusmessandsuchrocewensnmmschargedwnhmdurty(30)f S

Thc L1censor may terminae the Ag:reement ifthe:
*Lxcensee fails to commence sales of Licensed Product
“or fails to continuously sell and ship Licensed Product

" 'Should the Licensée make any unauthorized asser-:
tion of rights in the Property and/or Trademark, the
| Licensor may immediately terminate the Agresment.
_If the Licensee fails to include the agreed-upon
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of any packaging or promotional material which does not contain the
requ1s1:e legal legends; or

“{7) fails to make timely payment of Royalues when due two or more:,_

times during any twelve-month period.
(b) Immediate Right to Terminate a Portion. LICENSOR shall have the

Tight to immediately terminate the porgon(s) of the Agrecmcnt rclanng to
any Property andfor Licensed Product(s) and/or for any country in the

_ Lxcensed Tcmtoty if LICENSEE, for any reasor; fails to meet the'Product-
' Introducnon Dates or the Iniial Shipment Dates specified in Schedule A or;. | 2
after the commencement of manufacture and sale of a pamcular Licensed |
Productina particular country, ceases to sell commercial quantides of such .|
Licensed Product in such countyy for three (3) consecutive Royalty Periods. | |
(c) Right to Terminate on Nodce. This Agreement may be terminated | ;

" by either party upon thirty (30) days written notice to the other party in the .
| .breach-of the Agrecment, if the breach is not cu:ed'

party, provided that, during the thirty (30) day period, Lhe brcachmg party | within the given notice penod

“event of a breach of a material provision of this Agreement by the other

fails to cure such breach.

{d) LICENSEE shall have the right 10 terminate dus Agreemem at anjr‘ ,
time on sixty (60) days written notice to LICENSOR. - In'such even, all,

Licensee fails to correct the simuaton. The Llcerf R

‘legal legends on the Licensed Property the Agreemem

may be terminated when, upon written notice,

may terminate the Agrcemenuf the Lxcenseerepeatedly _

| fails to make timely payments of royalty when due.

The Lxccnsormay :ennmate a portion of the Agree-

“ment:with regard 1o a specific Licensed Productand/or........

a spcc:fic chensed Temtory in thc event of the

Licensee’s failure wcommence ormzuma.m sales of thal:

Producr. or w:thm that coumry

'I'he. Ag:eement may be termmated by euher parry'
on 30 days written notice to the other patty upon any

- Upon termination, all payment obhgauons by Lhc‘
L:censee are accclerazed and become unmedlawly duc :

monies paid to LICENSOR shall be deemed non-refundable and.j. .. - -

LICENSEE’s obligation 1o pay any guaranteed monies, including the
Guaranteed Minimum Royalty, shall be accelerated and any yet unpaid
guaranteed monies shall become immediately due and payable.

10 POST TERMI'NATION RIGHTS

: (a) Noc less than tlurty (.30) days prior 10 r.he exp:.rauon of ths .
Agreement or immediately upon termination thereof, LICENSEE shall:, .L:censor wnh a sca:ement mdlcaung the quantity ~%,

provide LICENSOR with a compiete schedule of all i mventory ofLicensed . ;;-Llccnsed Producrs on hand a the ume of termmau

Products then on-hand (the “Inventory™);

" (b) Upon expirdtion or terminaton of this Agreement. exceptforreason:f.-
ofa breach of LICENSEE's duty to comply-with the quality controlor legal . |
notice marking requirements, LICENSEE shall be entitled, foran additional | is granted 1o the Licensee for remairiing Licensed Prod:*

ucts.. Any sales during this period are subject 1o royalty *
payments. which should be. made no later than thu':y '

'days after the seﬂ-off penod ends

pé'rfod of three (3) months and on a nonexclusive basis, to.continue to sell * |
such Invéntory, Such sales shall be made subject to all of the pravisions of..:
this- Agreement and to an accouating;for and the payment of a Royalty. | «

Upon te:mmauon the Lxcnnsee Should prowde the

.-Inthe event of termination for other reasons man a
breach of the. Agreemem, a three monr.h sell-off penod

thereon. Such accounting and payment shatl-be due and paid within thirty | . . . . . .

(30) days after the close of the said three (3) month period. .

(c) Upon the expiration or termination of this Agrsement, aIl of Lhe . -
'Propcny and/or Trademark in any manner,’

- nights of LICENSEE under this Agreement shall forthwith terminate and

immediately revert to LICENSOR and LICENSEE shall immediately

. disconrinue all use of the Property and the like, at no cost whatsoever 10
LICENSOR.

" {d) Upon termination of this Agreement for any reasons whatsoever, |
LICENSEE agrees o immediately remurn to LICENSOR all material refat- |
ing 10 the Property including, but not limited to, all artwork, color separa-. -

tions, prototypes and the like, as well as any market smdies or other tests or

Upon :ermmauon the Lxcensee may not usc the ;

. The Licensee further agrees to turn over to Licen-

' sorall matenal used in Lhe mamufactu.re of Lhe Lxcensed

Product. .

. stadies conducted by LICENSEE with respect t0 the Prcper:y, atno cost .. o

whatsoever to LICENSOR. .
11. GOOD W'II.J..

LICENSEE recognizes the value of the good will assoc:ate.d with :ne.; o

| AsmParagraph 8_@_), alpr_ovis‘i‘:oﬁ that the good will -
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i - _,,,;erty and acknowicdges that Lhe Property and all rights therein including
the good wxll pertaining thereto, belong cxcluswcly to LICENSOR.

1. MFRWGEMENTS

o LICENSEE ‘shall” have the nght. in-its-discretion,- to- instinite- and.| -

LICENSOR may institute and prosecute such lawsuit. Any lawsuit shall be

-associated with the Licensed Property and theL;ccnscd

Products will inure t0-the benefit of the Lxcensor is

B 'requmed in a.ny form of trademark hcensmg

‘pot 10 file suit, the Licensor may then pursue the
| infringer itself.- The parties agree.to. cmpera:e w:r.h'

prosecuted solely at the cost and expense of the party bringing suitand all. .. . ...
-sums, recovered in any such lawsuits, whether by judgment, settlement or -f': - = e -

otherwise, in excess of the amount of reasonable attorneys' feesand otherout |
of pocket expenses of such suit, shall be divided equally between the parties. |

Upon request of the party bringing the lawsuit, the other party shall execute
. 2ll papers, testify on all maters, and otherwise cooperate-in every ‘way'

necessary and desirable for the prosecution of any such lawsuit. - The party’

bringing suit shall reimburse the other party for the cxpenscs mcuned asa | o

result of such cooperation.

13. INDEMNITY

(2) LICENSEE agrees to defend and indemnify LICENSOR, its offic- |

ers, directors, agents and employees, against all costs, expenses and losses
(mcludmg reasonable attomneys’ fees and costs) incurred through claims of

... \parties against LICENSOR based on the manufacmire or sale of the .
.- .hsed Products including, but not limited to, actions founded on product |+

' ilablllty
.® LICENSOR agrees © defcnd and indemnify LICEN SEE, isoffic-

ers directors, agents and e.mployecs. against all costs, expenses and losses

{including rcasonable attomeys fees and costs) incurred through claims of -

. third parties aga.mst 'LICENSEE challengmg the authenticity of the origi-
* nally subminied’ Propenty provided, however, that such indemnity shall only

be applicable m\{he event of a final decision by a court-of competent-

*In the:event of a defect in the Licensed Products,
the Licensee agress to provide a complete defense 1o

/| the Licensor agams: claims by third pamcs and pay any

evenmal recovery

Indemmf’ canon by Lhe che*lsor is typically re-
e quu-ed in the event of aclaim by.a third party challeng-.

ing the Licensor’s ownership of the property.. Insuch

{ event, the Licensor will provide a complete defense for.
“theLicenséeand pay whateverrecovery may beawarded .
against both parties;up 10 the amount of acmal r_n_onies

Jurisdiction from which no appeal of right exists and shall be limited upto | :

the amount of the actual monies received by LICENSOR under this Agree- -

it has received under this Agreement. .

ment. Further, this mdemmty does not cover any modlf' canons orchanges'- R L

‘made 1o the Property by LICENSEE.
14. INSURANCE

UCENSEE Sha]L throughout the Term of the Agreemem, obtain and |-

maintain at its own cost and expense from a qualified insurance company

licensed to do business in New York, standard Product anbzhty 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 in connection ‘therewith or any use . |,

+ thereof. The amountof coverage shall be as specified in Schedule A attached
hereto. The policy shall provide foren (10} daysnotice 10 LICENSOR from

. " *nsurer by Registered or Certified Mail, return receipt requested, in the |

+of any modification, cancellation or termination thereof. LICENSEE
agrees 10 furnish LICENSOR a certificate of insurance evidencing same

is spcctficd in Schedule A. -

In view of the strict insurance hcensmg requue- '

ments of New York State; it is recommended that the
insurance company be licensed in New York.

10

" As many Licensees are unable 1o live up 10 the
‘termss of ‘the-indemnification provision of the Agree-
‘{“ment due to their size, Licensors will typically require .
‘that the Licensée maintain product liability insurance
] namiing the Licensor as a named msured. The amount -

Th:s prowsxon nges the. L1censecvthe nght tof,

prosccu:e lawsuits against third‘persons’ for- mmngemcnt of-the rights - :.prosecutc tlurdpartymfrmgers Ifmechenscechooscs_

licensed in this A greement, IFLICENSEE does ot inistitute an infringement:

suit within ninety (90) days after LICENSOR's written request that it do so, -
*| each other in the event of a liigation. .

i’

)
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within thirty (30) days after execution of this Agreement and, in no event,
shall LICENSEE manufacturé, distrbute or sell the Licensed Products prior
to receipt by LICENSOR of such evidence of insurance,

15 JURISDICTION

[ 3
-

State of New York.
16. DISPUTES

AII d.{spu:es under thxs Agreement shall be resolved by the courts ofthe |
Sta[e of New. York including the United “States District Court ‘for’ the
Southern D:.smct of New York and the parties 2 all consent to'the }unsdxcuon- R
of such courts, agree to accept service of process by maxl and hereby wauve :
any Junschcnonal or venue defenses otherwise available. F.O 11. S

17. FORCE MAJEURE

1t is understood and agreed that in the event that an act of the

government, 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, prevents the performance by
LICENSEE of the provisions of this Agreement, then such nonperformance
by LICENSEE shall not be considered as grounds for breach of this
Agreement and such nonperformance shail be excused while the conditions

~ herein prevail and for two (2) months thereafter.

13. AGREEMENT BINDING ON SUCCES:SORS

The provisibn{of the Agreement shall be binding upon and shall inure
tothe benefit of the parties hereto, their heirs, administrators, successors and
assigns.

19. NO JOINT VENTURE

Nothing conuained herein shall be constued as a joint venture or shall
make one party the agent of the other party.

20. ASSIGNABILITY

The I‘iéeﬁ.:se}g'rﬁhied:ﬁefeuﬂ&er is personal to LICENSEE and shail not- | -~

be assigned by any act of LICENSEE or by operation of law unless in

connection with a ransfer of substantially all of the assets of LICENSEE or|

with the consent of LICENSOR.

No waiver by either party of any default shall be deemed as a waiver of
prior or subsequent default of the same of other provisions of this Agree- |
ment, e -

" This Ag-re..ment shall be governed in’ accorda.nce wuh the laws of the--“- :
o : |- shotild govern. -

| thém will be litigated inthe Licensor’s home state. . .

“states that non-performance by the Licensee for reasons
| “beyond-its control: will ‘notbe grounds for. zmmedm[e ;

In.any dxs;:ute the law of the L1censor 'S. home State..

“Hers, the parties-agree that any: disputes _beﬁ?een

Thisis astandard “force majeure” provision, which

termination.

This Agreement is a license and not-a joint venture
or partnership.

This Agreement may.-not-be assigned by the Lic-
ensee exceptin connection with a sale of the company.

A waiver of a breach wdl not constitute a subse-
quent waiver by ‘that'party of Ilke or mmnlar breaches

11
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’ 22. SEVERABILITY

If any term, clause or provision hereof is held invalid or unenforceable
by a court of competent jurisdiction, such invalidity shall not affect the

. validity or:operation-of any other term; clause or provision and such invalid |

lerm, clause or provision shatl be deemed tobe Severed from the Agreemenr.

3. INTEGRATION

Th1s Agreement constitutes the entire undersrzndmg of the parties, and |-,

: revokes and supersedes all prior agreements between the parties, mcludmg 1 documﬂnt and that parties cannotrely on earlier drafts
_any option agreements which may have been entered into. between. theﬁ__,
parties, and is intended as a final expression of their Ag'rcement. It shail not

be modified or amended except in writing signed by the parties hereto and | |

specifically referring to this Agreement, This Agreement shall take prece-
dence over any other documents which may be in conflict with said

A grecmen[.

 IN WITNESS WHEREOF, the. parties heroto, mtcndmg obelegally [ .
bound tiereby, have each caused 1o be affixed: hcreto itsor hxs/her handand { . .. .

seal the day indicated.

XYZ PROPERTIES, INC.

‘im Lookgood
. fitle: Vice-President
Data: January , 1993

DODGERTOWN NOVELTIES, INC.
By:
Mike Marshall
Title: Presids
< Date: Tanuary® 1993 o e o

This provides, that in the event that a provision in
this Agreement is held invalid or unenforceable, it will
be deemed severed from the Agreement and t.he re-
Thaining provisions will Témaif i effe:ct. )

Integration means that the Agreement is a final

or understandmgs Slmxlarly. the Agreement may not-
_b-s modified or changed excep: in wnung s:gned by”
both. pames . : o

SCHEDULE A
- Licensee:’ Dodgenown Novelues; Inc.. = .1 Lu:ensee Address:. 1 Baseball Blvd., Los Angeies Caleorma 99999
“¢{Licensee Contact: Mike Marshall, Prcs:dent oo 5 - e
Licensee Telephone: Llcensee Telg_x No -
Licensee Cable No.: Lugncee Telefax No

1L Llcensed Propernes

The followmg Propeny examples of whlch are auat:hed foxm
pan of this Agreement; ;

2. L:censed Tliéldemarks

 The following Trademarks form part of his Agreemént

DIAMOND KIDS SWIFTY .

The name and character representations of the Diamond Kids. PINE-TAR HARD HAT
L BULLPEN .

12




CHECKLIST FOR DRAFTING

MERCHANDISING LICENSE AGREEMENTS

By James G. Colpitt, Esq."

.

Grimes & Battersby
Three Landmark Square, Ste. 405
Stamford, CT 06901

Tel: (203) 324-2828

Fax:::=(203) 34;3.._2_&72’0 o B

0. Identification of Parties

0.
0.
- ¢. Definition of Property

Names
Addresses

¢. Definition of Licensed Products
0. Fragmentation Issues if Exclusive
¢. License Grant
0. Exclusive vs. Non-Exclusive
¢. Definition of Territory
0. Reservation of Rights
¢. Entertainment and Merchandising Rights
0. Sublicensing

0. Termof Agreement
0. | N
0. Effect of Commercialization of Property * "

Options to Renew

¢. Compensation

CLOeoTCo o e

cooooc o0

. Royalty Income

Sublicensing Income Division

Royalty Period Defined

Net Sales Defined

Royalty Statements

Advance

Guaranteed Minimum Royalty _
0. Guaranteed vs. Non-Guaranteed =

When Sale Occurs P

Sales to Affiliates

Receipt Will Not Prevent Subsequent Challenge

Acceleration

Survival of Termination

Currency

Interest
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Post-Termination Rights = .« - '
0. Inventory R ”
O. Sell-Off Period .~ .~
0. Cease Selling "
0. Return of Material
Infringements B
0. Party with Initial RJght/Secondary Rjght""
0. Cooperation ‘
0. Responsibility for Payment
0. Responsibility for Lead Counsel
¢. Division of Proceeds
Good Will
Indemnification
0. Product Liability
0. Infringement
Insurance
0. Product Liability
0. Advertiser’s

. Force Majeure
. Jurisdiction and Disputes

Notice Provision
Non-Disclosure & Non-Compete -
Termination A
0. On Notice in Event of Breach
¢. By Agent
Binding on successors
Waiver
Independent Contractor
Severability
Assignability
Integration o e
Execution and Dating by Partles




