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A hypothetical license agrecement 1s attached. The agreement contains more bad
cxamples than good ones. Please analyze the agreement and each provision and
comment on their shorlcomings. il any, with specific suggestions for modifications and

improvements. IU's not necessary to write an agreement or complete provisions.

P.S. Please get an Examination Number from the Registrar and please turn this Prohlem
in to the Registrar by 3:00 p.m. on the Due Date with only your Number on it for

identification. Please remember this Class Problem is an individual work-product

assignment.
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AGREEMENT

This Agreement, effective as of
November 1, 1993, is between ABC Corporation
(hereafter "Licensor”) and the Mid-West
Division of XYZ Company (hereafter

"Licensee"}.

WHEREAS Licensor owns and will
maintain certain patents and patent ap-
plications relating to electrical fuses and

their manufacture; and

WHEREAS Licensee desires and Licensor
is willing to grant a license under such
patents and applications to make and use

electrical fuses.

NOwW, THEREFORE, the parties agree to

the following terms and conditions.
Article I - Definitions

1.1 "Licensed Patents" shall means
the patents and applications listed in At-
tachment A hereto.

1.2 *Licensed Products” shall means
electrical fuses covered by Licensed

Patents.




1.3 "Widget Control System” shall
mean a remotely-operated, speed variable
controller incorporating at least two

electrical fuses and only one thyristor.

1.4 "Contract Products" shall mean
L1
"Widget Control Systems incorporating

Licensed Products.
Article II - License Grant

2.1 Licensor agrees to grant to
Licensee a non-transferrable, indivisible,
non-exclusive license under the Licensed
Patents to make, use and sell Contract

Products, with right to sublicense.
Article III - Royalties

3.1 In consideration for the
license, Licensee agrees to pay Licensor a
fixed license fee of one million dollars
($1,000,000), payable in ten annual pay-
ments due on the anniversary of the effec-
tive date of this Agreement. If Licensee
fails to make any such annual payment
within thirty days of the anniversary date,
the entire unpaid balance of such fixed fee
shall be due and payable.




3.2 In further consideration for
the license, Licensee agrees to pay five
percent {5%) of the net sales price of each
Contract Product sold during the term of

the Agreement.

3.3 To maintain this Agreement in
force, Licensee agrees to pay a minimum
annual royalty of fifty thousand dollars
($50,000).

3.4 Licensee shall be liable to
Licensor for fifty (50%) percent of all

royalties accruing under any sublicense.

3.5 Licensee will maintain accurate
books of account sufficient to permit
determination of the royalties due under
this Agreement. Licensee shall make such
books available for inspection and copying

by Licensor.

3.6 Within thirty days after the
end of each calendar quarter, Licensee
shall submit to Licensor a written report
setting forth all sales of Contract
Products during the previous calendar

gquarter.




Article IV - Improvements

4,1 All improvements to the
Licensed Product hereafter acquired or
developed by Licensor shall be included in
the Licensed Patents, and Licensor shall
provide Licensee with sufficient informa-
tion to use such improvements in

performance under this Agreement.

Article V - Termination

5.1 Either party may terminate this
Agreement thirty days after written notice
to the other party of a material breach of
the Agreement if the other party has not
remedied such breach.

Article VI - Most Favored Licensee

6.1 At Licensee’s opticn, Licensor
agrees to modify this Agreement to conform
to the terms and conditions of any
subsequent license to a third party for
manufacture and sale of electrical fuses if

such subsequent license 1s more favorable.
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Article VII - Third Party Infringement

7.1 On receipt of written notice
from Licensee of unlicensed infringement of
the Licensed Patents by a third party,
Licensor shall bring suit against such
infringer with the intention of eliminating
such unlicensed activity. If Licensor has
not brought suit within sixty days of
receipt of such notice, Licensee shall be
relieved of the payment of royalties
hereunder until such unlicensed activity is
discontinued. '

Article VIII - Indemnity

8.1 If Licensee's activity under
this Agreement is the basis for a charge of
infringement of a third party’s patent,
Licensor will indemnify Licensee for all
costs associated with the defense of an
action for infringement and for all damages

awarded as a result of such action.
Article IX - Release

8.1 In consideration for execution
of this Agreement, Licensor grants Licensee
a personal release for any infringement of
Licensed Patents which occurred prior to
the effective date of this Agreement.




Article X - Miscellaneous

10.1 This is the entire agreement
between the parties. This Agreement
replaces all previous oral or written
understandings between the parties relating
to the subject matter of this Agreement.
Any modification or waiver of a provision
of this Agreement must be in writing signed
by both parties.

10.2 This Agreement shall inure to
the benefit of and be binding upon the suc-
cessors, assigns or legal representatives

of the parties.

10.3 If any provision of this Agree-
ment shall be determined by a court of
competent jurisdiction to be illegal or
unenforceable, the remainder of the agree-

ment shall continue in effect.

10.4 This Agreement contains no
obligation, express or implied, which
requires Licensee to use its best efforts
to manufacture, use or sell Licensed

Products.




10.5 In the event of acts of God,
fire, flood, interrupticn of water or
power, invasion, civil commotion, or any
other cause beyond a party's control which
render performance under this Agreement
impossible for the party, that party’s
failure to perform as a result of such
cause shall be excused. If such excused
lack of performance is continucus for six
months, the other party may terminate this
Agreement on thirty days written notice.

10.6 This Agreement shall be
construed under the law of the State of New
York. The parties agree to personal
jurisdiction and venue in the District of
Hawail for any dispute arising from this
Agreement.

10.7 Aall notices reguired hereunder
shall be effective if mailed to

Licensor at , Delaware

Licensee at , Missouri

10.8 Licensee shall mark all
Licepsed Products with the numbers of the

Licensed Patents.




IN WITNESS WHERECF, the parties have

executed this Agreement.

ABC Corporation

Date: By (SEAL)
I.M. Dumb
President

Mid-West Division
XYZ Company

Date: By (SEAL)
So M. Eye
Manager




