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Dear Licensing Colleague:

LIMA is proud to present this detailed statistical study of the United States licensing industry to you.
One of LIMA’s main goals is to provide reliable fact-based statistical data to help licensing profession-
als successfully plan for the future. Accordingly, we feel this study will provide you with an excellent
and relevant tool on which to base your future marketing plans.

This finished product is the result of months of preparation, collaboration, planning, surveying, collat-
ing and interpreting, done by a research team led by Professor Ravi Dhar of the Yale School of Man-
agement. We selected the Yale research team based upon its long-standing expertise in conducting
high quality research programs and the unquestioned credibility that the prestigious institution brings
to the program. The survey process included mailings of thousands of questionnaires, several hundred
phone calls to key licensors and agents within all the different property categories, and the examination
of all available public financial documents.

As the authoritative voice of the worldwide licensing industry, LIMA understands that knowledge and
accurate information are the keys to success in this complex, diverse and competitive business. This
definitive study is one of the many services provided by LIMA to the worldwide licensing community.
For more information on LIMA programs and activities, please visit us at www.licensing.org.

For those of you who participated, we offer you our sincere thanks.

Best regards,

Charles M. Riotto, President
LIMA
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INTRODUCTION

This is the fifteenth annual statistical study of the licensing industry conducted on behalf of the
International Licensing Industry Merchandisers’ Association (“LIMA”). The first study was
commissioned by the LIMA Board of Directors in November, 1998 with the idea of sponsoring a
definitive study of the industry. It was decided that the survey should focus on merchandise licensors
and their agents, and the statistics were compiled as a function of the royalty income received from the
licensing of their properties. This was a marked departure from other studies that focused instead on the
retail sales of licensed products. The LIMA Board believed that a study of the actual royalty income
received by licensors (and their agents) was a more accurate indication of the size and magnitude of the
licensing industry.

This year’s survey has the ability to illustrate some of the trends in the industry that have evolved over
the last fourteen years. Where appropriate, there has been an attempt to show past years’ statistics to
give the user of this study a chance to see where the licensing industry has been, and where it is going.
It is hoped that such information will be helpful in forecasting future trends.

A team of professors from the Yale School of Management collected, compiled and analyzed the data
for this study. All information received from the licensors and agents was transmitted directly to the
research team, who retained complete confidentiality of the information.

The previous reports have been widely acclaimed as the most comprehensive studies ever conducted of
the licensing industry, and there has been a widespread acceptance of the results in these studies every
year. In certain areas, the numbers have been markedly different than other studies. It is the hope of
everyone involved in putting together this survey that this year’s analysis will prove to be as valuable,
if not more so, due to the cumulative information included.

A special note of appreciation is extended to LIMA’s General Counsel, Gregory J. Battersby, who has
been the driving force both in originating this effort, and in overseeing the work of the research team
throughout the years of this study. LIMA Board of Directors member, Charles Schnaid of Miller Kaplan,
played a large role in the development of the retail sales portion of this report.
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HIGHLIGHTS AND TRENDS IN THE
NORTH AMERICAN MARKETS

OVERALL DEMAND

\

Licensors generated an estimated $5.454 billion in royalty revenue in the U.S. and Canada in
2012, a 2.5% increase from the revenue generated via the licensing of goods and services in 2011. The
five largest sectors were entertainment and character, corporate trademarks, sports, fashion, and colle-
giate. Together, they represented 94% of the overall licensing revenues in 2011.
Those royalties translate into estimated retail sales of $112.1 billion, a 2.5% increase over the $109.3
billion in retail sales generated by licensed goods in 2011.

This is the second consecutive year-over-year increase in the trademark licensing business after
four years of declines, as consumer spending continues to rebound in the aftermath of the severe eco-
nomic slump of the last decade, and the licensing community continues to find new ways to strategi-
cally leverage the equity of the brands, characters, imagery and other intellectual property.

As in previous years, Entertainment/Characters was by far the largest revenue generator in
2012, accounting for $2.55 billion in royalty revenues and an estimated $49.3 billion in retail sales, up
2.8% from a year earlier. Because royalty rates are generally higher in this category than in others,
that’s 46.7% of total industry revenues, but 44% of overall retail sales.

The second largest segment is corporate brands, where total licensing royalty revenues are
estimated at $928 million, representing 17% of industrywide royalties. That translates into an esti-
mated $21.6 billion in retail, or 19.3% of overall licensed retail business.

In the next largest sector, fashion licensing, 2012 royalties are estimated at $755 million, ac-
counting for 13.8% of industrywide revenues. That’s an increase of 3.4% from the royalties generated
in 2011. That translates into estimated retail sale of licensed goods based on fashion properties of $16.5
billion. Those top three business sectors accounted for more than three quarters (77.6%) of licensing
royalty revenues generated in 2012.

The next largest sectors in 2012 (in descending order) were sports, collegiate, art, music, pub-
lishing-based licensing, and not-for-profits.

While virtually all the major property segments broken out in the LIMA survey showed growth
in 2012, the accompanying comments from licensing executives pointed particularly toward industry
growth in the home goods categories, and others pointed to licensed giftware as a strong performer.
Even as the business continues to rebound, many of the comments that accompanied the financial
responses to the LIMA survey focus on the competitive nature of getting a property and a product onto
retail shelves. The key role played by major retailers comes through loud and clear.

“[There are] lots of properties on the market, some outstanding, but [it’s] hard to get the proper
space at retail to get it to market. [You] need a retail partner on new brands and properties in order to be
successful,” wrote one respondent. (Due to the confidential nature of the survey, all responses are
anonymous.)

“Direct-to-retail licensing is continuing to grow,” writes one licensing executive. “Retailers
want more exclusivity and are getting more adept at licensing direct.”

But even as they recognize the challenges ahead, licensing executives were an optimistic bunch
as they exited 2012, and turned their attention toward the future. A separate LIMA email survey at the
end of 2012 found that nearly half (44.6%) of those responding expected their companies’ licensed
business in 2013 to grow at least 7% over their 2012 results. Another 17.4% expected their business to
grow 4%- 6% in the year ahead.
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Characters (Entertainment/ TV/ Movie)

This is the largest classification, accounting for $2.55 billion in royalty revenues and an esti-
mated $49.3 billion in retail sales, up 2.8% from a year earlier. Because royalty rates are generally
higher in this category than in others, that’s 46.7% of total industry revenues, but 44% of overall retail
sales. This classification is most concentrated of all licensing segments, with a few large players that
represent the consumer products division of major entertainment companies dominating the licensing
activity. In addition to the major studios and entertainment companies, this segment includes licensing
programs based on celebrity brands that have become a prominent licensing segment. The larger enter-
tainment firms continue to pursue a strategy of concentrating on promotional partnerships with larger
retailers, who have the financial and marketing capabilities to manage a diverse portfolio. The smaller
firms have increased difficulty in gaining shelf space from large retailers especially within an environ-
ment of avoiding excess risk-taking. The customer segments for the entertainment properties varies
depending upon the property but kids, from pre-school to teens, are a major target segment for all
players. However, the window in which traditional toys appeal to kids/teens as well as console games
is shrinking due to a migration to digital technologies.

Corporate Brands

The total licensing revenues are estimated at $928 million, representing 17% of total licensing
revenues. That translates into an estimated $21.6 billion in retail, or 19.3% of overall licensed retail
business. The segment’s proportion of total revenues from licensing decreased from the past year, with
smaller increases in revenues from the past year, growing by 1.9%. The main challenge for corporate
trademark properties is to expand the core brand into new categories by articulating a specific role in
the licensee’s or retailer’s portfolio. In terms of distribution, the importance of certain mass and dollar
store channels as well as direct response TV networks, and online marketing channels show continued
growth. This sector is expecting strong growth in home improvement and décor as the housing market
shows strong improvement.

Sports (Leagues, Individuals)

The major U.S.-based sports leagues account for a majority of the licensing revenue generated
ni this segment, in which total revenues increased by 2.2% to $685 million over the previous year. That
translated into an estimated $12.6 billion at retail. The licensors in this group report longer strategic
partnerships, continued reorganization at the retail level, as well as an opportunity in the growth of
retailer’s own label products. Direct to consumer sales through the internet is also showing strength;
out-of-market fans have traditionally been a major factor in building the online business, but that chan-
nel also gives opportunities to niche and specialty products that may have trouble finding brick and
mortar retail shelf space. An important long-term opportunity is the extension into growth segments
such as healthier food and beverages, travel and women’s apparel and accessories.
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Fashion

The survey found that royalty revenues from licensing for fashion were $755 million, account-
ing for 13.8% of industrywide revenues. That’s up 3.4% from the royalties generated in 2011. That
translates into estimated retail sale of licensed goods based on fashion properties of $16.5 billion. The
changes in the industry are being driven by greater use of exclusive and DTR deals in the mid-tier and
mass merchandising segments. Licensing practice in the fashion industry varies significantly across
firms and over time – a brand might switch certain categories from inhouse to licensed, and vice versa
— making year over year comparisons in licensing revenues difficult. For example, while most firms
license their brand in non-core product segments (e.g., eyewear, watches), some firms do so even in
their core business (e.g., outerwear) or for a segment of the core business (e.g., sportswear). Key trends
include a faster growth in the business linked to beauty (e.g., perfumes) as well as strong performance
in the apparel and the accessories segments.

Collegiate

The collegiate licensing sector is the smallest of the top five properties segments, representing
3.8% of total royalty revenues from licensing, estimated at $206 million. That translates into an esti-
mated $3.8 billion at retail – 3.4% of overall licensed product sales. Although this property category
still relies in large part on licensing by apparel manufacturers or retailers — still the largest licensed
product category by a wide margin — recent years have seen a marked growth of the collegiate trade-
mark business in areas such as tailgating, office products, and fashion accessories. Within apparel,
there has also been significant growth in the women’s and children’s market. Another trend is the rapid
growth of the online channel as well as an expansion of the offline channels to include wholesale clubs
and home retail chains.

Art

Art licensors are relatively small and very fragmented relative to the size and concentration of
key players for Sports and Entertainment. The licensing revenues from art related properties increased
by 1.5% over the prior year to $134 million. The small size of licensors in this area means that they
continue to be overlooked due to a preference for “safe” options. The preference by large retailers to
work with fewer larger players also hurts this sector more as they compete with larger properties. There
is a trend in this market to specialize by distribution channels – certain art properties have shifted
primarily to the mass retailers whereas others derive their revenues mainly from specialty retailers and
follow a differentiation as opposed to a volume strategy. On the positive, new platforms like the tablets
and consumer electronics provide opportunities for growth by creating new accessories categories.

Publishing

This year, the licensing of publishing properties decreased by 2.8% to $35 million in royalties.
Although consisting of a small base and facing competitive pressures, properties in this space have the
potential to increase licensing revenues at faster rates due to a greater exploitation of the faster growth
in digital and mobile platform as well as specialty outlets where the publishing trademark provides a
strong endorsement. There is also a greater pressure on the smaller properties in this segment to dem-
onstrate distributional support from the retailers before they can garner interest from the large licens-
ees.



7

Music

Merchandise licensing revenues generated by musical performers and their works increased to
$122 million or 1.6% over the prior year. As the recorded music industry continues to decline, artists
and their management teams look to merchandise revenues that leverage opportunities built on con-
certs and other events. The major driver of these revenues in recent years appears to be shifting busi-
ness model of the industry that emphasizes tours organized by the entertainment and companies as well
as tie-ups.

Non-Profit

The non-profit licensing properties are relatively small and fragmented. The total revenue gen-
erated by licensing was $36 million, translating into approximately $779 million at retail. It witnessed
a 2.9% increase from 2011. Since this group finds it difficult to compete with larger properties from
other segments, there is a greater downward pressure on royalty rates and reluctance to expand beyond
the core group of brands. Although many of the larger licensors now have a broad licensing program in
place, many of the smaller not-for-profits lack human resources and network to leverage their brand
effectively. On the positive side, a direct-to-consumer strategy through an online presence is very
feasible for this group with a focus on creating products that are accessible to their core customers.
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DESCRIPTION OF CLASSIFICATIONS

Licensed Properties can be classified in several different ways. Although properties have often
been classified based on where they originated (e.g., whether the entertainment character first appeared
in comics or films), the present classification system is simpler and takes into account natural catego-
ries based on how the customer (i.e., licensee) may see them as interchangeable. Thus, we have classi-
fied all characters, whether they are based on television, movie, or TV in the same category. The survey
classified several of the product licensee categories in detail. For example, apparel was further divided
into adult and kid apparel. However, for the purpose of tabulation of the data, these subcategories have
been aggregated where they fit together naturally. Most of these are self explanatory and hence these
are simply listed below. The subdivisions within each product category, where applicable, are listed in
parentheses for your information.

Property Types

ART

Art licensors are relatively small and very fragmented relative to the size and concentration of key
players for other properties. Despite the small size, and due in a large part to the relative uniqueness of
properties under this umbrella, this property type tends to command a comparatively high royalty rate.
Although the smaller art licensors have focused on niche product segments, the larger players appear to
be entering new product segments. The licensing of art properties is likely to continue to grow at a
healthy pace.

ENTERTAINMENT/CHARACTERS

This is clearly the largest group of licensors in the current survey. This group is also the most
concentrated with a few large players dominating the licensing activity. The key licensees of this property
type also tend to be fairly concentrated within their industry segments. The precise revenue from character
licensing is difficult to measure accurately due to two recent trends in the industry: a trend towards
long-term relationship agreements between the licensor and the licensee, and a trend towards structuring
of partial payment in terms of equity in licensee operations. These trends are likely to grow stronger
and be adopted by licensors in other areas, particularly sports and fashion. The popularity of interactive
online games is also likely to be an important source of licensing revenues in the future.

COLLEGIATE

This property is primarily licensed to the apparel market, and the royalty rates display the least
amount of variation across licensors. There is, however, a fair amount of variation in total licensing
revenue across the different colleges. While some of these differences are likely a reflection of variations
in performance of the sports teams and the size of the university, they also reflect differences in the
sophistication of the licensing divisions and the degree to which the licensing programs target alumni
with greater variety of merchandise rather than just current college students.
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FASHION

Licensing practice in the fashion industry varies significantly across firms. For example, while
most firms license their trademarks in product segments that would be considered non-core (e.g.,
watches), some of the firms have started to license the property even in their core business (e.g., apparel).
Alternatively, some firms have purchased non-core businesses and are now manufacturing products in-
house that were previously licensed. This is likely to make year to year comparisons in licensing revenues
difficult until trends stabilize. Nearly all the major fashion players including accessories designers are
positioning themselves as “lifestyle” brands suggesting growth opportunities. However, the actual
revenues from licensing activities may depend upon strategic decisions about production.

MUSIC

Product licensing and merchandising based on musical groups, musicians and their works has seen
significant growth recently, as performers and their management have sought to replace from declining
CD sales. In addition, several major musical performers have continued to try to extend their “brands”
into fashion, accessories and fragrances, with varying levels of success.

NON-PROFIT

The non-profit licensing properties are relatively small and fragmented. This in part reflects a lack
of well developed brand image for many non-profits. However, like the collegiate properties, a number
of the organizations have a reliable customer base with a strong sense of association with the cause.
While the current focus appears to be on licensing in traditional areas (e.g., apparel, accessories,
publishing), this sector represents a lot of potential for growth if properly managed through licensing
agents or in-house.

SPORTS (Leagues, Individuals)

This group is most similar to character licensors in the current survey with several large players
accounting for a large proportion of the licensing revenue. Like entertainment, this group also consists
of the more sophisticated licensors that are tapping into new sources of revenues for their properties.
Also like entertainment, this group is likely to find growth in direct sales through the internet and
tremendous opportunities in online licensing as myriad web sites try to differentiate themselves.

CORPORATE/BRAND NAME

As may be expected for a group that includes vast differences in experience with licensing activities,
there is a wide variation in licensing revenue. Interestingly, these firms appear to select the product
segments in which to license more selectively than other licensors. Thus, most licensors are active in
only few of the segments and these segments vary a lot across the different licensors. This most likely
represents strategic concerns about brand extension and dilution of equity or could be in part due to the
early phase of their licensing activities. Interestingly, while this group includes some firms with the
highest brand equity (barring fashion properties), this is not reflected in the royalty rates charged by
these firms.
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PUBLISHING

Although small in total licensing revenue, this group of licensors is fairly concentrated and consists
of few relatively large and sophisticated players. This group benefits from a relationship with a steady
customer base that is leveraged in product categories that are natural extension of readership’s interests.
The distribution outlets are geared towards mass and direct distribution suggesting that most licensing
deals involve products with mass appeal. The credibility associated with publishing properties also
makes it a natural partner for e-commerce as the number of sites proliferate.

Product Categories

Apparel: (Adult, Kids)
Accessories: (Head Wear, Jewelry & Watches, Other)
Consumer Electronics: (Headphones, Smartphones and Tablet Accessories, Children’s Electronics)
Food/Beverage: (Beverage, Candy, Other)
Footwear: (Adult, Kids)
Home Decor: (Furniture, Home Furnishings)
Gifts/Novelties: (Collectibles, Gift, Other)
Health/Beauty: (Health, Cosmetics, Other)
Housewares: (Kitchenware, other housewares)
Music/Video
Infant Products
Publishing
Sporting Goods
Paper Products / School Supplies: (Art, Greeting Cards, School Supplies, Lunch Boxes,

   Bags/Totes, Other)
Toys/Games: (Dolls/Action Figures, Games, Pre-School, Other)
Software/Videogames: (Handheld, Software, Accessories, Other)
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1. Does the Agreement Provide Rights 

that I Need? 

2. Do they Cost What I Expected?

3. How Else Might I Get the Shaft?
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There Are No

“Standard Agreements”
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Cases 1-3

Am I getting the Rights that I need?

�Must have clear business plan for the License
�Must know how the License will be used in 

Product Line
�Does the Agreement give me the required Rights?
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Case 1

Original Wording
1. Licensed Property:

The “Licensed Property” shall mean the title, artwork, storyline, all 

characters, vehicles, props, and all other visual and audible elements 

(except musical compositions) included in the original theatrically released 

version of the motion picture “Batman Begins.”
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Preferred Wording

Added to Paragraph 1:

“During the Term hereof, Licensor shall not license or 
authorize to any third party other than Licensee nor self-
exploit the rights for any Licensed Product category 
licensed herein to Licensee utilizing any embodiment of 
“Batman” or any related character or the Batman 
trademark or indicia, whether arising out of the Licensed 
Property or otherwise, within the Channels of 
Distribution.” 
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Case 2

Original Wording

The Licensed Property consists of storylines, scripts, designs, artwork, 
props, characters, names, trademarks, logos and picture entitled 
“TERMINATOR 2: JUDGMENT DAY,” and any sequel, prequel, spinoff, 
live or animated television or other video program within the industry.  
The Licensed Property shall also include to the full extent that Licensor 
shall have such right, the right to use the name and likeness of the 
principal performers, Arnold Schwarzenegger and Linda Hamilton, and 
of all other    performers of major characters is any of said media 
productions.
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Preferred Wording

Delete:
“…to the full extent Licensor shall have such 
right…”
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Case 3

Actual Wording
2.(a) Proprietary Subject Matter shall mean the 
following:

All logos, characters, animate and inanimate props, vehicles, environments and any 
other visual elements, and the names, likenesses and visual representations of any 
of same (excluding only such talent names and likenesses as may be excluded by 
cast agreements from Licensor’s merchandising rights, but only if such exclusions 
shall have been brought to Licensee’s attention in writing prior to its embodiment of 
same in Articles); and all copyrights, trademarks, or other intellectual property rights 
in said logos, names, likenesses and visual representations; and selections of 
footage, artwork and still photography for use in Licensee’s products, commercials, 
packaging, promotional materials and collectors’ cards arising out of any of the 
following:

(i) The theatrical motion picture Jurassic Park as defined elsewhere 
herein; and 
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Cases 4-7

Will I be paying what I expected—or more?

�How is the Minimum Royalty Guarantee 
defined?

�How is the Royalty calculated?
�Are there hidden costs?
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Case 4

Original Wording

4.2 Minimum Royalty Guaranty.  Licensee agrees that notwithstanding     the actual 
amount of sales of Licensed Products, it shall be obligated to make certain 
nonrefundable minimum payments to Licensor (“Guaranteed Minimum 
Royalties”) in the amount of Three Hundred Thousand Dollars ($300,000.00) 
during the Contract Period.  The Guaranteed Minimum Royalty is payable as 
follows:  One Hundred Thousand Dollars ($100,000.00) due upon execution of 
the Agreement, One Hundred Thousand ($100,000.00) due by December 31, 
2012 with the balance due on or before December 31, 2012.

17.3 No Cross Collateralization.  Any Royalty Payment for a category of Licensed 
Product sold during a contract year of the Term shall only be applied against the 
Minimum Guarantee (as defined in Appendix A) for such Licensed Product for 
the contract year in which such Licensed Product was sold (i.e., any shortfall in, 
or payment in excess of, the Minimum Guarantee for a contract year may not be 
offset or credited against the Minimum Guarantees for any other contract year, 
or against any other Licensed Product.)
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Application of Original Wording

ROYALTIES PAYMENTS

2011 $250,000 $250,000

2012 $50,000 $100,000

2013 $25,000 $100,000

$325,000 $450,000

3 YEAR MINIMUM GUARANTY $300,000

INSTALLMENTS $100,000 Execution
$100,000 DEC. 31, 12
$100,000 DEC. 31, 13
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Preferred Wording

Substitute For 17.3:
Notwithstanding that the Minimum Royalty 
Guaranty is payable in annual increments, it 
shall be fully cross-collateralized and shall be 
recoupable against any Royalty paid at any time 
during the Term.
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Case 5

Original Wording
“Royalty Calculation”

5. Royalties.

(a) Royalties. Licensee agrees to pay Licensor royalties at the Royalty Rate 
identified in Section 1(k), determined as follows:

(i) Royalties shall be calculated by applying the Royalty Rate to Licensee’s Net 
Sales (as herein defined);

(ii) “Net Sales” for sales of Licensed Articles shall mean the number of units sold 
by Licensee, multiplied by the higher of either (i) the gross wholesale list price at 
the time of sale or (ii) the gross invoice price of the Licensed Articles at the time 
when initially introduced to the trade (the “Established Price”). No set-offs or 
deductions of any kind may be taken in the determination of Net Sales or the 
royalties due Licensor hereunder except only that Licensee may deduct standard 
trade discounts actually given actual returns for damaged goods in the 
determination of Net Sales. Notwithstanding the foregoing, the total deduction for 
trade discounts and actual returns may not exceed seven percent (7%) of 
Licensee’s total gross sales for the Licensed Articles.
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Application of Original 

List Price $10.00 per unit
Introductory Invoice Price               $  9.50 pe r unit
“Established Price” $10.00 per unit

Sales Revenue
100,000 units actually sold at $7.50 per =   $750,00 0

“Net Sales”
100,000 units x $10 = $1,000,000

“Royalty” based on $1,000,000 rather than actual re venue.

At 10%, the Royalty is $100,000 rather than $75,000 , or $25,000 
more.
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Preferred Wording

“ Net Sales”

For sales to wholesaler and retailer trade customers, 
“Net Sales” shall mean all revenue or other 
consideration received by Licensee for sales of 
Licensed Products, less reasonable and actual trade 
discounts, allowances and credits, not to exceed 
____  (__%) percent of Licensee’s gross sales of 
Licensed Products, and less returns and actual 
markdown allowances applicable to Licensed 
Products.
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Case 6

Original Word
“Most Favored Terms”

28. Miscellaneous
(d) If, at any time during the Contract Period of the Agreement, Licensee 
is or becomes party to any agreement permitting Licensee to use the 
name and/or likeness of any other NASCAR SPRINT Cup team  driver 
and such agreement provides for a higher royalty percentage, higher 
royalty guaranty, or higher overall consideration than specified herein, 
Licensee immediately shall provide Licensor with notice of such 
agreement and higher royalty percentage, higher royalty guaranty or 
overall consideration. The parties agree that such notice shall 
automatically amend the Royalty percentage, Minimum Royalty 
Guaranty and overall consideration of this Agreement to that of the 
notified agreement and that said revised terms shall be applied to all 
sales made under this Agreement effective as of the effective date of 
such other agreement.
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Preferred Wording

� Delete, or

� Make as narrow as possible:

Add: “This section applies only to agreements granting rights to 
Licensee for the same categories of Licensed Products for the same 
Territory and Channels of Distribution as granted to Licensee by this 
Agreement and with respect to NASCAR SPRINT Cup teams that 
have won the same or fewer NASCAR SPRINT cup races during the 
three (3) seasons preceding the then-current calendar year of the 
Term.”
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Case 7

Original Wording

Automatic Renewal
3. Guaranteed Minimum Royalty

Licensee agrees that it shall pay to Licensor not less than $750,000.00 in Royalty in 
respect of the Initial Term; and not less than $750,000 in Royalty in respect of the 
Renewal Term, if applicable.  In the event that Royalty paid prior to the final day of the 
Initial Term or the Renewal Term, if applicable, does not equal or exceed the amounts 
set forth in the preceding sentence, Licensee shall pay any deficiency within five (5) 
business days after said final day, regardless of the amount of Royalty payable as a 
result of sales of Licensed Product.

7. Term of Agreement

The Term of the Agreement will comprise an initial term extending from the Effective 
Date until the third (3rd) anniversary of said date and, if applicable, a Renewal Term 
extending until the sixth (6th) anniversary of the Effective Date.  The Renewal Term shall 
become effective automatically in the event that Licensee’s cumulative gross sales of 
Licensed Products exceeds $10,000,000 during the Initial Term.
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Preferred Wording

7. Term of the Agreement

*      *      *
In the event that Licensee’s cumulative 
gross sales of Licensed Products exceeds 
$10,000,000.00 during the Initial Term, it 
shall have the option to extend the Term to 
include the Renewal Term exercisable by 
written notice to Licensor  on or before the 
final day of the Initial Term.
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Cases 8-10

Are there other Major Surprises?

�What are my Marketing Obligations?
�If the line takes off, can I renew, or must I 

win an Auction?
�Who owns my Creations?
�Who is responsible for Claims?
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Case 8

Original Wording

26(c)  Continuous Update of Licensed Products:

As a condition to the aforegoing grant of license, it is understood and 
agreed that Licensee will update, sell and distribute new designs for each and 
every item set forth under the definition of the Licensed Products at least 
every six (6) months during the Term, as defined below, or be subject to 
termination as determined in Licensor’s sole discretion.  At the time new 
designs are created, License shall sell off the remaining inventory for the old 
designs or destroy them, at Licensor’s sole discretion.  If the Licensee is 
instructed to sell the remaining inventory, it shall pay Licensor a royalty on 
such sales based upon either the royalty percentage of actual Net Sales of 
each of the Licensed Products or the average per unit royalty amount paid to 
Licensor for each of the Licensed Products in the previous two (2) Quarters, 
whichever is greater.  
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Case 10

Ownership & Use of Related Materials

13.4  Licensee acknowledges that Licensor is the owner of all right, title and 
interest in and to the Licensed Property, and in all copyrights, trademarks, 
domain names and other rights associated therewith, and in all artwork, 
packaging, literary text, advertising and promotional material of any sort 
which utilize the Licensed Property (including all such materials developed 
by Licensee), and the goodwill pertaining to all of the foregoing; Licensee 
hereby assigns to Licensor all right, title and interest including all copyrights, 
and renewals and extensions of copyright, in and to any and all such 
materials developed by or under
the authority of Licensee, and warrants that Licensor shall have the right to 
authorize the exploitation of such materials in any manner as Licensor 
elects without obligation to Licensee or any other entity whatsoever.  
Licensor may use any such materials developed by or under the authority of 
Licensee as Licensor may determine in its sole discretion.
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What The Large 
Print Giveth

The Fine Print Taketh Away.
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Questions?

James M. Kipling, Esq.
Cincinnati ^ 513.977.8536
jim.kipling@dinsmore.com








































































