The information in this article is provided for educational and informational purposes only. This information does not provide legal or other professional advice and is not the substitute for the advice of an attorney. If you require legal advice, you should seek the services of an attorney familiar with your specific legal situation and the laws of your state.
LICENSE AGREEMENT

BETWEEN

Wendi Smith

AND

XYZ Company

THIS AGREEMENT made and entered into this-11th day of October, I998, by and between:

Wendi Smith residing at 3001 Rainbow Boulevard, Kansas City, Kansas 66160-7702 (hereinafter "WS") and XYZ Company a for profit Kansas corporation, having its registered office at 123 Main Street, Overland Park, KS (hereinafter "LICENSEE").

WHEREAS, Wendi Smith (hereinafter "WS") is the owner of certain data, discoveries, inventions and technical information (hereinafter "Technology"), including

____________________________________________________________________ ;

WHEREAS, LICENSEE has experience in the field of

_________________________________________________________________ ; and

WHEREAS, LICENSEE desires exclusive rights throughout the world to use the Technology, and any patents thereon possessed by WS relating thereto, within the fields of use specified in Section 3.1 and subject to the diligence requirements specified herein; and

NOW, THEREFORE, intending to be legally bound upon the terms, conditions and mutual covenants hereinafter set forth, it is agreed as follows:

1. Definitions
1.1
"Technology Rights" shall mean all data, discoveries, inventions, technical information and know-how relating to and disclosed in ___________________.

1.2
"Patent Rights" shall mean


1.2.1 Patent Application # _____________

1.2.2. Any patent application or patent corresponding to any patent application  or patent identified in paragraph 1.2.1, which is filed or hereinafter issued in any foreign country.

1.3
"Affiliate" shall mean 


any corporation or other legal entity which controls, or is controlled by, the party at issue. For purposes of this Agreement, ownership, directly or indirectly, of twenty-five percent (25%) or more equity interest of or by a party shall mean an Affiliate relationship exists between such entities.

1.4
"Licensed Product" shall mean

any product or service made, used, or sold using Technology Rights and/or where such making, using or selling, in the absence of a right or license, would infringe any Patent Rights.

1.5
"Net Sales" shall mean

the sum total of all amounts invoiced for sales of Licensed Products sold by LICENSEE, its Affiliates, sublicensees, agents or distributors, less: (i) normal trade and case discounts actually allowed (excluding promotional, advertising and other non-normal or special discounts); (ii) credits or refunds actually allowed for spoiled, damaged, outdated, or returned goods; (iii) sales and other excise taxes imposed and paid directly with respect to the sale; (iv) any shipping costs separately invoiced to LICENSEE's Customers.
1.6
Government Patent Rights, or "GPR ", shall mean

the federal laws and regulations regarding inventions or discoveries conceived or first actually reduced to practice in the performance of work under a funding agreement between the U .S. federal government or agency thereof and a small business firm or nonprofit organization, specifically 35 U.S.C. §§ 201-212,37 C.F.R. Part 401, §§ 401.1-401.16 as modified by Executive Order No.12618 of December 22, 1987 (published in the Federal Register of December 24, 1987) and amendments and modifications thereto or hereafter adopted or approved.

2. Confidentiality
2.1.
For the term of this Agreement and for a period of three (3) years thereafter, disclosures by either party to the other designated by the disclosing party as proprietary and/or confidential, made in writing, or orally or visually (and subsequently confirmed in writing) of a party shall not be disclosed by the receiving party without the prior written consent of the other party.

2.2.
The foregoing confidentiality requirement shall not apply when, after and to the extent the information disclosed becomes generally available to the public through no fault of the receiving party, was already known to the receiving party at the time of the disclosure as evidenced by written records in the possession of the receiving party prior to such time, or is subsequently received by the receiving party in good faith from a third party without breaching any confidential obligation between the third party and the disclosing party . The burden of proof of this section rests with the party claiming the existence of one of the exceptions.

3. License Grant
3.1
GRANT

WS hereby grants to LICENSEE, and LICENSEE accepts, an exclusive license to make, have made, use, and sell Licensed Products throughout the world in the fields of_____________________, subject to section 3.2 and subject to the diligence requirements specified herein.

3.2.
Other Fields of Use

WS retains the rights to license in all fields of use not explicitly licensed to LICENSEE.

3.3 
GPR
The license granted to LICENSEE pursuant to this Part is subject to certain rights and license granted to the United States and foreign governments pursuant to provisions of the G .P .R.

3.4 
Sublicenses
3.4.1. 
LICENSEE shall have the right to grant sublicenses with respect to any  rights conferred upon LICENSEE under this Part, provided, however, that any such sublicense, and sublicensee shall first be approved in writing, in advance by WS and shall be subject in all respects to the restrictions, exceptions and  termination provisions contained in this Agreement.

3.4.2. 
LICENSEE shall be responsible to WS for all obligations of its sublicensees in the same fashion and to the full extent that LICENSEE is obligated to WS hereunder, including, but not limited to, the payment of royalties due with respect to sales made by sublicensees, which sales shall be treated as though they were sales by LICENSEE. Sublicensees may pay royalties and provide royalty accounting to LICENSEE but without prejudice to the ultimate responsibility of LICENSEE to RESEARCH INSTITUTE hereunder. A breach by a sublicensee of LICENSEE will be treated as a breach by LICENSEE. If WS is required to bring suit against a sublicensee of LICENSEE for breach of this Agreement, LICENSEE will pay all costs incurred by WS in connection therewith, including, but not limited to, reasonable attorneys fees and disbursements.

3.4.3. 
LICENSEE shall notify WS upon the commencement of negotiations with a bona fide sublicensee and of the on-going negotiation with said sublicensee. The reports shall contain any written or oral offer from sublicenses regarding the licensed technology.

4. Consideration/Payment

4.1
Royalties and Fees

For the license granted to LICENSEE hereunder, LICENSEE shall pay WS as follows:

4.1.1.
Running Royalty – Amount

A running royalty of___ percent {__%) based on the Net Sales by LICENSEE, or its Affiliates, of all Licensed Products sold; and __ percent (__ %) of Sublicense royalties, excluding equity in Sublicensees. Payment to WS of any other forms of consideration received by LICENSEE from its sublicensees will be decided on a case-by-case basis.

4.1.2
Royalty Payments - How they Accrue

Royalties shall become payable at the time of any sale or transfer of Licensed Product or Service among LICENSEE and its sublicensees from which  LICENSEE derives revenue. On any transfer or disposal of Licensed Product among LICENSEE, its Affiliates or sublicensees from which LICENSEE derives no revenue, royalties shall become payable only upon further transfer to a third party .

4.1.3.
License Signing Fee

An initial license fee of $________ shall be paid by LICENSEE to WS at the signing date of this Agreement.

4.1.4.
Annual License Maintenance Fee

An annual license maintenance fee $______ for each Licensed Product shall be payable thirty (30) days after each anniversary year beginning with the effective date of this Agreement. This annual fee shall be paid for the duration of this Agreement, except in any year in which Royalty amount is more than $_______, in which case only the Royalty shall be paid.

4.2. 
Payment

4.2.1.
Where to Send Payment

Payments made to WS under this agreement shall be made payable to "WENDI SMITH" referencing this License Agreement and forwarded to Wendi Smith, 3001 Rainbow Blvd., Kansas City, Kansas, 66160- 7702

4.2.2.
When Royalty Payments Are Due

Royalty payments required to be made by LICENSEE to WS shall be made in U.S. Dollars within sixty (60) days following the end of each calendar quarter. Each such payment shall include the royalties which shall have accrued during the calendar quarter immediately preceding and shall be accompanied by a report as described in section 4.2.6.

4.2.3.
Payment in U.S. Dollars Only

The remittance of royalties payable on Net Sales of Licensed Product outside the U.S. shall be made to WENDI SMITH in U.S. Dollars at the official rate of exchange of the currency of the country from which the royalties are payable (as quoted by Citibank NA for the last business day of the calendar quarter in which the royalties are payable).

4.2.4.
Inspection of Sales Records

LICENSEE, its sublicensees and Affiliates shall keep and maintain records of sales of Licensed Products. Such records shall be open to inspection at any reasonable time during normal business hours not more often than once each calendar quarter within three (3) years after the royalty period to which such records relate by a representative of WEND I SMITH, to whom LICENSEE or its Affiliates have no reasonable objection, who shall have the right to examine and make abstracts of the records kept pursuant to this Agreement and report findings of said examination of records to WENDI SMITH insofar as it is necessary to evidence any mistake or impropriety on the part of LICENSEE.

4.2.5.
Term of Royalty Obligation

LICENSEE's obligation to pay royalties shall continue for so long as WS shall own an issued patent in any country under Patent Rights. If LICENSEE's obligation to pay royalties is based solely on Technology Rights, said obligation shall continue until fifteen ( 15) years from the effective date of this Agreement. At the end of the agreement period, Royalty shall be paid for Net Sales of the Licensed Product for a period of six (6) months after the termination of the Agreement.

4.2.6.
Sales Report

The financial officer of LICENSEE shall prepare and sign a report each quarter which sets forth separately, the Net Sales of all Licensed Products sold by LICENSEE, its sublicensees and affiliates, during said calendar quarter. This report is to be generated whether there were sales during the quarter, or not.

5. Patent Prosecution and Expenses
5.1 
Domestic and Foreign Patent Prosecution

Subject to the following paragraphs of this Part, XYZ Company will prosecute applications corresponding to the U.S. Patent Application and maintain foreign patents issuing thereon. Such applications will be filed in all countries jointly agreed upon and deemed necessary to protect Patent Rights, prior to l-year from filing date to protect the United States priority date.

5.2 
Domestic and Foreign Patent Costs

LICENSEE agrees to bear the costs of filing, prosecution, and maintaining patent applications and patents in the U.S. and WS Patent Rights in those countries covered in paragraph 5.1 of this Part after WEND! SMITH pays for the initial patent filing. WS shall keep LICENSEE apprised of the status of the prosecution of each of the patent applications. WS agrees to provide LICENSEE with copies of all documents related to the filing and prosecution of such applications and agrees to notify LICENSEE of the serial numbers and filing dates of the patents.

6. Patent Infringement
6.1 
Patent Infringement by a Third Party

In the event that WS or LICENSEE determines that a third party is infringing a valid claim of a patent within Patent Rights, it will so notify the other party in writing. Either party may elect to sue the alleged infringer in its own name. Each party will bear the legal fees and costs of all proceeding initiated by it. LICENSEE shall have the right to use WS name in connection therewith, in which case any infringement cure or settlement will be treated as Net Sales, after recovery of legal fees. This action does not effect Royalties payable on future Net Sales.

6.2.
Alleged Patent Infringement of a Third Party's Patent

In the event that LICENSEE, its sublicensee, its Affiliate, or WS is sued by a third party charging infringement of a patent resulting from the manufacture, use, or sale by LICENSEE, or an Affiliate or sublicensee of a Licensed Product, LICENSEE shall promptly notify WS and shall be responsible for legal fees and settlements.

7. Commercialization of Licensed Products
7.1 
Performance Milestones

LICENSEE will provide RESEARCH INSTITUTE with Quarterly reports. The following performance achievements will be met in all fields of use licensed herein, within two years from signing of this agreement:

7.2. 
Right to Terminate License for failure to meet Milestones

The provisions of paragraph 9.2 notwithstanding, failure of LICENSEE to comply with the terms of section 7.2 shall vest in WS the right to terminate this License Agreement. This right shall not impair any other remedies that WS may pursue under this agreement or by law.

7.3.
Diligence Requirement for LICENSEE

The provisions of paragraph 9.2 notwithstanding, LICENSEE agrees to use all reasonable efforts to effect introduction of Licensed Products into the commercial market as soon as practicable, consistent with sound and reasonable business practices and judgment, in each of the fields of use for which the license is granted. To this end, within sixty (60) days after it has been determined by LICENSEE that a Licensed Product has commercial potential, LICENSEE shall submit a proposal to WS for prior written approval for the marketing of the Licensed Product to bring the Licensed Product to practical application. LICENSEE shall also demonstrate to WS that it has the capability and resources to carry out each such proposal.

7.4.
Right to Terminate for Lack of LICENSEE Diligence

The provisions of paragraph 9.2 notwithstanding, if after submitting a proposal as required by Paragraph 7.4 hereof, LICENSEE ceases to use reasonable efforts to introduce a Licensed Product after determining that it has commercial potential, or if LICENSEE fails to submit a proposal as required by Paragraph 7.4 hereof, then all of LICENSEE's rights with respect to such Licensed Product shall vest in and revert completely to WS thirty (30) days after written notice of same from WS to LICENSEE. In such event, WS shall be free to exploit such Licensed Product, including the licensing of third parties.

8. Indemnification and Insurance

8.1.
LICENSEE INDEMNIFICATION AGREEMENT

LICENSEE hereby indemnifies WS and agrees to be solely responsible and to hold WS harmless from any claims, demands, suits or causes of action, including all judgments, damages, and costs (including reasonable attorneys' fees) resulting therefrom, arising out of the use, manufacture, sale, storage or advertising of any Licensed Product.

8.2.
LICENSEE- General and Product Liability Insurance

In addition to the foregoing, LICENSEE shall acquire, prior to offering for sale Licensed Product(s), Comprehensive General Liability Insurance, including Products Liability Insurance, with reputable and financially secure insurance carrier(s) to cover the activities of LICENSEE and its sublicensees, if any, contemplated by this agreement. Such insurance shall provide minimum limits of liability of $1,000,000 and shall include WS. Such insurance shall be written to cover claims incurred, discovered, manifested, or made during or after the expiration of this Agreement. LICENSEE shall furnish a Certificate of Insurance evidencing primary coverage of the negotiated amount and requiring thirty (30) days prior written notice of cancellation or material change to WS. LICENSEE shall advise WS, in writing, that it maintains excess liability coverage over primary insurance for at least the minimum limits to be negotiated prior to offering for sale Licensed Product(s). All such insurance of LICENSEE shall be primary coverage; insurance of WS shall be excess and noncontributory.

8.3.
LICENSEE- OTHER INSURANCE

LICENSEE shall at all times comply, through insurance or self-insurance, with all statutory workers' compensation and employers' liability requirements covering any and all employees with respect to activities performed under this Agreement.

9. Term and Early Termination
9.1
License Term

Unless sooner terminated as herein provided, this Agreement shall continue in full force and effect commencing with the effective date of this Agreement and continuing until fifteen (10) years thereafter or until the expiration of the last-to-expire patent in Patent Rights, whichever shall later occur. LICENSEE may terminate its license under this Agreement in any country or countries where Patent Rights exist at any time by giving W S sixty (60) days prior written notice, subject to the payment of any royalties due or which shall become due. In such event, LICENSEE will no longer be obligated to pay patent costs for any such country .

9.2.
License Termination

9.2.1.
Breach by Either Party

Either party may terminate this Agreement and the license herein granted upon the breach of any of the terms herein contained by either party upon sixty (60) days written notice; provided that if during said sixty (60) days the party so notified cures the breach complained of then this Agreement shall continue in full force and effect.

9.2.2.
Sale of Inventory upon Termination

In the event this Agreement shall be terminated as provided in Paragraph 9.2.1, LICENSEE shall promptly make an accounting to WS of the inventory of Licensed Products which it and its Affiliates and sublicensees have on hand as of the date of such termination. LICENSEE, its Affiliates and sublicensees shall then have the right, for a period of six (6) months after said termination, to sell such inventory provided that the Net Sales thereof shall be subject to the royalty rates set forth above and so payable to W S.

9.2.3.
Force Majeure

In the event that further lawful performance of this Agreement or any part hereof by either party shall be rendered impossible by or as a consequence of any law, regulation, order, rule, direction, priority, seizure, allocation, requisition, or any other official action by any department, bureau, board, administration or other instrumentality or agency or any government or political subdivision thereof having jurisdiction over such party, such party shall not be considered in default hereunder by reason of any failure to perform occasioned thereby.

10. General Provisions

10.1
Publicity

LICENSEE shall not use the name of WS in any advertising, packaging (except for customary technical references) or other promotional material in connection with the sale of Licensed Product referred to in this Agreement without her written consent.

10.2.
Export Administration Regulations Duties of LICENSEE

LICENSEE acknowledges that it has certain duties and obligations under Part 379 of the Export Administration Regulations of the U.S. Department of Commerce (as presently promulgated or hereafter modified or amended) concerning the export and re-export of technical data. LICENSEE will be solely responsible for any breach of such Regulations by LICENSEE, its Affiliates or sublicensees and will defend and hold WS harmless in the event of a suit or action involving WS occasioned by any such breach.

10.3.
Consent

Neither party shall unreasonably withhold its consent or agreement when such consent or agreement is required hereunder or is requested in good faith by the other party hereunder.

10.4.
No Assignment by Either Party

This License may not be assigned by either Party , except that each Party may assign this License and the rights and interests of such Party, in whole or in part, to any of its Affiliates. Notwithstanding the foregoing, LICENSEE may assign this License to any purchaser of all or substantially all of its assets or to any successor corporation resulting from any merger or consolidation of LICENSEE with or into such corporation, and WS may similarly assign this License to any Affiliate or entity .

10.5.
Notices

All notices to be given by each party to the other shall be made in writing by Registered or Certified Mail, return receipt requested, and addressed, respectively, to the parties at the following:

Wendi Smith 




XYZ Company

3001 Rainbow Blvd. 



Attention: John Jones, Pres.

Kansas City, KS 66160-7702 


123 Main Street

Overland Park, KS 66162

Any notice shall be effective as of its date of receipt.

10.6.
Entire Agreement

This Agreement constitutes the entire agreement between the parties and supersedes all written or oral prior agreements or understandings. No variation or modification of the terms or provisions of this Agreement shall be valid unless in writing and signed by the parties hereto.

10.7.
No other Right or License Granted

No right or license is granted by WS under this Agreement to LICENSEE, or by LICENSEE to WS, either expressly or by implication, except those specifically set forth herein.

10.8.
Waiver

Waiver by LICENSEE or WS of any single default or breach or succession of defaults or breaches by the other shall not deprive WS or LICENSEE of any right to terminate this Agreement arising out of any subsequent default or breach.

10.9.
Choice of Law

All matters affecting the interpretation, validity, and performance of this Agreement shall be governed by the laws of Kansas applicable to agreements made and to be performed wholly within Kansas, but the scope and validity of Patent Rights shall be governed by the applicable laws of the country granting the patent in question.

10.10.
Captions

The captions herein are solely for convenience of reference and shall not affect the construction or interpretation of this Agreement.

11. Signatures
IN WITNESS WHEREOF, WENDI SMITH and LICENSEE have caused this Agreement to be executed in duplicate by their respective duly authorized officers. 

________________________ 
Date __________________

Wendi Smith

XYZ Company

By: ___________________

John Jones, President

Attest: ____________________

Susan Mills, Secretary
Date ___________________
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