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The Licence Contract for Know-how 

Signature Date: 

Signature Place: 

Contract No: 

China, Beijing, Company (hereinafter referred to as 
•Licensee•) on the one hand, and Company, City, ____ _ 
Country (hereinafter referred to as •Licensor•) on the other hand; 

Whereas Licensor bas the Technical know-how which design, manufacture, 
install and sell the roducts; 

Whereas Licensor bas right and agreed to ~ransfer the above-mentioned 
technical know-how to Licensee; 

Whereas Licensee hope to use to technical know-how of Licensor to 
design, manufacture, sell and export the products; 

The authorized representatives of both parties, through friendly 
negotiations, have agreed to enter into the Contract under the terms and 
conditions as stipulated below: 

Article l - DEFINITION 

1.1. •Licensee• means China Company or the legal representative, 
agent and inheritor to the property of the Company. 

l. 2. •Licensor• means Company, City, Country or 
the legal representative, agent and inheritor to the property of the 
Company. 

1.3. "The Cont:ract Products• mean all the products, llOdel and 
specifications as stipulated in Annex l to the Contract. 

1.4. "The Technical Documentation• means all the technical indices, 
drawing, design and other documents relating to the calculation, 
operation, maintenance and inspection of the Contract Products as 
stipulated in Annex 2 to the Contract. 

1.5. "The Contract Factory• means the place which Licensee manufactures the 
Contract Products by using the Technical Documentation and know-how 
supplied by Licensor. That is Factory, __ _ 
City, Pt'ovince . 

1.6. •Net Selling Price" means the remaining amount of invoice value of the 
Contract Products, deducted by the charges for packing, freight, 
insurance premium, comaission, comaercial discount, taxation and other 
dues as well as the value of the parts purchased from outside the 
factory. 
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1.7. •The Technical Se-cvice• means the technical instruction and the 
technical training to be rendered by Licensor to Licensee vith respect 
to the design, manufacture, assembly, inspection, adjustment, 
operation and other work of the Contract Products as stipulated in 
Annex 4 and Annex 5 to the Contract. 

1.8. •comaercial Production• means the production after Set No.~~~of the 
Contract Products is made in the Contract Factory. 

1.9. "The Date of Effectiveness• means the date of approval for the 
Contract by the competent authorities of both parties' Government, 
whichever comes later. 
(Note: the above-mentioned definition may be more or less in 
accordance with the specific project.) 

Article 2 - SCOPE OF THE CONTRACT 

2.1. Licensor has agreed to transfer to Licensee and Licensee has agreed to 
obtain from Licensor the technical know-how to design, manufacture, 
sale, install and maintain the Contract Products. The name, model, 
specifications .and technical indices cf the Contract Products are 
detailed in Annex 1 to the Contract. 

2.2. The Licensor has agreed to grant licensee the licence and right to 
design, manufacture, use, sell and export the Contract Products in the 
People's Republic of China. The licence and right are non-exclusive 
and non-transferable. 

2.3. The Licensor has been responsible to provide Licensee vith the 
relevant know-how and technical documentation related to the Contract 
Products. Their contents, quantity and time of delivery are detailed 
in Annex 2 to the Contract. 

2.4. Licensor will be responsible to dispatch his technical personnel to 
China for explaining the technical documentations and rendering 
technical instruction and service on design, manufacturing, assembly, 
inspection and acceptance test of the Contract Products. The specific 
contents and requirements of the technical instruction and se"'Vice are 
detailed in Annex 4 to the Contract. 

2.5. Licens~r will be responsible to receive and arrange for technical 
training of the licensee's personnel in the Licensor's factory. 
Licensor shall make his best efforts to satisfy the needs of Licensee 
so that the said technical personnel are able to master the above­
mentioned know-how. The specific training contents and requirements 
are detailed in Annex 5 to the Contract. 

2.6. l.icensor shall be obligated to supply Licensee at the most favourable 
price with the parts, components, raw materials and standard parts for 
the Contract Products, when Licensee so requires. Both parties shall 
have consultation and sign the new contract for the specific contents 
of supplying in due time. 

2.7. Licensor agrees that Licensee has the right to use the Licensor's 
trade mark. The Contract Product• can also be adopted combination 
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trade mark of both parties or marked the words: •Kade in China under 
licence of Licensor.• 

2.8. After the Contract Products manufactured by Licensee are up to 
standard through the acceptance tests. Licensor agrees to buy-back a 
part of the Contract Products in accordance with stipulations in 
Article 8.9 of the Contract. 

Article 3 - PRICE OF THE CONTRACT 

3.1. The total Contract price which shall be paid by Licensee to Licensor 
in accordance with the contents and scopes stipulated in Article 2 to 
the Contract shall be U.S. Dollars (Say: ). 
Their break down prices are as follows: 

A: the technology transfer fee is U.S. Dollars. 
(Say: ) (or the licence fee) 
B: design fee is U.S. Dollars. (Say: ) 
C: technical documentation fee is (U.S. 
Dollars.(Say: ) 
D: Personnel training fee is U.S. Dollars. (Say: 

3.2. The above-mentioned total Contract price shall be firm and fixed. 
including all their technical documentation prices shall be all 
expenses incurred before delivery of the technical documentation at 
the airport. (Note: the airport shall be the international airport 
which is close to the Contract Factory of Licensee). 

Selection Proposal 1 
Suitable for the Contracts to be priced on 

Royalty of Products 

) 

3.1. In accordance with the contents and scopes stipulated in Article 2 to 
the Contract, this contract shall be priced on royalty of products 
made by Licensee. The Contract currency shall be US DoJ.lar. 

3.2. Royalty of the Contract shall be calculated starting from the date 
which both parties sign the acceptance certificate for the Contract 
Products, the date of settling accounts shall be 31 December of each 
year in terms of Calendar year. 

3.3. Royalty at the rate of __ % shall be calculated in terms of net 
selling price after the Contract Products sold in that year. The 
Contract Products which not sold shall not be included. 

3.4. The quantity of selling, net selling amount and royalty which Licensee 
shall pay for the Contract Products in last year shall be submitted to 
Licensor in written forms by Licensee within 10 (ten) days after the 
date of settling accounts for the Royalty. The specific methods which 
calculate net selling amount and royalty are detailed in Annex 
to the Contract. 

3.5. The fee of the Technical Service and personnel training of the 
Contract shall be calculated according to the real workday. The 
standard of daywork wage and cal~ulating methods are detailed in 
Annex .to the Contract. 
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3.6. If Licensor demands to audit accounts of Licensee, it shall notice 
Licensee within 10 (ten) days after receiving the written notice 
issued by Licensee in accordance with the stipulation of Clause 3.4. 
The specific contents, procedure and methods of audit are detailed in 
Annex to the Contract. 

Selection Proposal 2 
Suitable for the contents to be priced one 

combination of fixed price and Royalty 

3.1. The im.tial payment and royalty shall be adopted in calculating the 
prices of the Contract in accordance with the contents and scopes 
stipulated in Article 2 to the Contract. The Contract currency shall 
be U.S. Dollar. 

3.2. The initial payment of the Contract shall be US Dollars ---(Say: ), and shall be fixed price. 

3.3. The royalty of the Contract shall be calculated starting from the date 
which both parties sign the acceptance certificate of the Contract 
Products in terms of Calendar year, the date of settling accounts 
shall be 31 December of each year. Royalty at rate of __ % shall be 
calculated in terms of net selling price after the Contract Products 
sold in that year. The specific calculating methods are the same with 
Clause 3.4 of Selection Proposal 1. 

3.4. The calculating methods of fee for technical service and personnel 
training are the same with Clause 3.5 of Selection Proposal 1. 

3.5. The procedure. contents and methods of audit are the same with Clause 
3.6 of Selection Proposal 1. 

Article 4 - CONDITIONS OF PAYMENT 

4.1. All the cost stipulated in the Contract shall be effected in US Dollar 
by telegraphic transfer or mail transfer through the Bank of China, 
Beijing and the Bank of All the Bank cnarges incurred 
inside China shall be borne by Licensee, and all the bank charges 
incurred outside China shall be borne by Licensor. 

4.2. The total Contract price stipulated in Article 3 to the Contract shall 
be effected by Licensee to Licensor according to the following manner: 

( l ) __ % ( percent) of the total Contract price, namely __ _ 
US Dollars (Say: ) shall be paid by Licensee to 
Licensor within 30 (thirty) days after Licensee has received the 
following documentation which are provided by Licensor and has 
fou;ld them in conformity with the Stipulations of the Contract. 

A: One photostat copy of the valid export licence issued by the 
relevant auth~rities of Licensor, or one copy of the letter 
issued by the relevant authorities of Licensor stating that 
the valid export licence is not require~; 

B: One original of th~ irrevocable letter of guarantee issued 
by Licensor's Bank for a sum of US Dollars. 
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(Say: } in favour of Licensee. The specimen of the 
lettr.r of guarantee is detailed in Annex 6 to the Contract; 

C: Four copies of the ~roforma invoice covering the total 
Contract price; 

D: Two copies of the sight draft. 

When making the above-mentioned payment, Licensee shall 
submit to Licensor one original of the irrevocable letter of 
guarantee issued by the Bank of China, Beijing for a sum 
of US Dollars (Say: ) in favour of Licensor. The 
specimen of the letter of guarantee is detailed in Annex 7 to the 
Contract. 

(2) ~~1 ( Percent) of the total Contract price, 
namely US Dollars ) (Say: ) shall be 
paid by Licensee to Licensor after Licensor has delivered the 
last batch of the technical documentation stipulated in Annex 2 
to the Contract and within 30 (thirty) days after Licensee has 
received the following documents which are provided by Licensor 
and has found them in conformity with the ~tipulations of the 
Contract: 

A: Four copies of the commercial invoice; 
B: Two copies of the sight draft; 
C: Four copies of the airway bill for delivering the Technical 

Documentation. 

(3) ~~% ( percent) of the total Contract price, 
naaely US Dollars (Say: ) shall be 
paid by Licensee to Licensor within 30 (thirty) days ~f ter 
Licensee has received the following documents and has found them 
in conformity with the stipulations of the Contract: 

A: Four copies of the commercial invoice; 
B: Two copies of the sight draft; 
C: Two copies of the certificate signed by both parties stating 

that the performance guarantee period of the Contract 
Fdctary has started. 

(4) ~~% ( percent) of the total Contract price, 
namely US Dollars (Say: ) shall be paid by 
Licensee to Licensor within 30 (thirty) days after Licensee has 
received the following documents which are provided by Licensor 
and has found them in conformity with the stipulations of the 
Contract: 

A: four copies of the commercial invoice; 

B: Two copies of the sight draft; 

C: Two copies of the certificate for the test and occeptance of 
the Contract Products signed by both parties. 



- 8 -

4.3. Licensee shall have the right to deduct from any of the 
above-mentioned payments the penalties and/or compensation which 
Licensor shall pay in accordance with the stipulations of the 
Contract. 

Selection Proposal 1 
Suitable for the contracts to be priced 

on Royalt.y of Products 

4.1. The royalty stipulated in Article 3 to the Contract shall be paiJ 
by Licensee after the Contract P~oducts are up to standard in che 
acceptance test. 

4.2. The real selling quantity and net selling amount of the Contract 
Products in last calendar year shall be submitted by Licensee to 
Licensor within 10 (ten) days after the date of settling accoun~s 
to Royalty. The royalty shall be paid by Licensee to Licensor 
within 30 (thirty) days after Licensee has received the following 
documents which are provided by Licensor and has found them in 
conformity with the stipulations of the Contract: 

A: Four copies of the statement on calculation of Royalty 
within this period; 

B: Four copies of the co11111ercial invoice; 
C. Two copies of the sight draft. 

4.3. The payment of the fee for technical service and personnel 
training under the Contract is detailed in Annex to the 
Contract. 

4.4. Licensee shall have the right to deduct from any of the 
above-mentioned payments the penalties and/or compensation which 
Licensor shall pay in accordance with the stipulations of the 
Contract. 

Selection Proposal 2 
Suitable for the contrac:s to be priced 

on combination of fixed price and Royalty 

4.1. The initial payment stipulated in Article 3 to the Contract shall 
be in the same paying method with Clause 4.2. The number of 
their payments is decided according to the requirement of 
specific contract, the documents which are demanded in each 
payment are the same with Clause 4.2. 

4.2. The payment of Royalty is the same with Clause 4.2 of the 
Selection Proposal 1. 

4.3. The methods of payment for the fee of technical service and 
personnel training under the Contract are detailed in Annex 
to the Contract. 

4.4. The way of payment for the penalties and compensation are the 
same with Clause 4.3 of this Contract. 
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Article S - DELIVERY OF THE TECHNICAL DOCUKENTATION 

5 .1. Licensor shall deliver to Licensee the technical docum•i!ntation 
at airp~rt in accordance with the contents, quantity 
and time stipulated in Annex 2 to the Contract. The risk of the 
technical documentation shall be transferred from Licensor tc 
Licensee after its arrival at airport, China. 

5.2. The date stamped by airport, Chin.a shall be the actual 
date of celivering the technical documentation. 

5.3. Licensor shall, within 24 (twenty-four) hours after despatching 
each batch of the technical documentation, inform Licensee by 
telex or cable of the ~ontract number, airway bill number, airway 
bill date, documentation number, number of par~els, weight, 
flight and expected arrival date, and at the same time, shall 
airmail to Licensee two copies of the airway bill and the 
detailed list of the technical documentation. 

5.4. In case of any loss, damages or shortage caused to the technical 
doc~entation in the airway, Licensor shall make supplementary or 
replaceable delivery to Licensee within 30 (thirty) days after 
receiving Licensee's written notice without any charges. 

5. 5. ·_-:1e technical documentation shall be packed in strong cases 
suitable for long distance transportation and n.merous handling 
with protective measures against moisture and rain. 

5.6. The following contents shall be marked on the cover of each 
package of the technical documentation in English. 

A: contract number; 
B: consignee; 
C: destination airport; 
D: marks; 
E: weight (Kg) 
F: case No./piece No.; 
G: consignee code. 

S.7. There shall be two copies of the detailed list of the technical 
documentation marked the order number, documentation code, name 
and pages inside each package. 

Article 6 - TECHNICAL SERVICE AND PERSONNEL TRAINING 

6.1. Licensor shall send his skilled, healthy and competent personnel 
to the Contract Factory of Licensee to provide technical service 
on side in accordance with the stipulations of the Contract. The 
number of people, speciality, task, content and duration in Chi.na 
are detailed in annex 4 to the Contract. 

6.2. Licensee shall provide facilities for entry and exit visa, work 
and live in China for Licensor's technical service personnel. 
The treatment conditions of Licensor's technical personnel in 
China are detailed in Annex 4 to the Contract. 
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6.3. Licensor's personnel of the technical service shall observe the 
law of the People's Republic of China and rules and regulations 
of the Contract Factory in the period of service in China. 

6.4. Licensee have right to send his technical personnel or operative 
workers co the relevant factory of Licensor to be trained. The 
number of people, speciality, content, time and requirement of 
training are detailed in Annex 5 to the Contract. 

6.5. Licensor shall provide facilities for entry and exit visa and 
training conditions for the Licensee's trainees. The treatment 
conditions of the trainees in Licensor's country are detailed in 
Annex 5 to the Contract. 

6.6. The Licensee's trained personnel shall observe the law of the 
Licensor's country and the rules and regulations of t~e 
Licensor's factory in the period of training. 

Article 7 - TESTS AND ACCEPTANCES 

7.1. In order to verify the correctness and reliability of the 
technical documentation supplied by Licensor, Licensor shall send 
the representative to test and inspect the Contract Products 
jointly with the technical personnel of Licensee in the Contract 
Factory. The specific procedure of tests and inspection and the 
standard of the acceptance are detailed in Annex 3 to the 
Contract. 

7.2. If the standard of the acceptance specified in Annex 3 to the 
Contract is achieved in the joint tests, both parties' authorized 
representatives shall sign four copies of the acceptance 
certificate for the Contract Products, two copies for each party. 

7.3. If the technical performance of the Contract Products are not 
achieved the technical indices stipulated in the Contract in the 
acceptance tests, both parties shall friendly consult and jointly 
discuss, analyze the causes and take measures. The second test 
shall be done after the products defect has been eliminated. 
Both parties shall sign the acceptance certificate in accordance 
with the stipulations of Clause 7.2 after the acceptance test has 
been up to standard. 

7.4. If the responsibility for the failure of the first test lies with 
Licensor, Licensor shall again send his technical personnel to 
participate in the second test and shall bear all the expenses; 
if the responsibility for the failure of the first test lies with 
Licensee, Licensee shall bear all the expenses. 

7.5. If it is due to Licensor's responsibility that the acceptance 
standard of the Contract Products is still not achieved upon the 
second test, Licensor must compensate related toss suffered by 
Licensee, and send at his own expenses his technical personnel to 
participate in the third test of the Contract Products; if the 
responsibility for the failure of the second test lies with 
Licensee, Licensee shall bear all the expenses. 
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7.6. If it is due to Licensor•s responsibility that the acceptance 
standard of the Contract Products are still not achieved upon the 
above-mentioned three tests, Licensee shall have right to 
terminate the Contract and Licensor shall compensate all related 
loss suffered by Licensee in accordance with the stipulations in 
Article 8 to the Contract; if the responsibility for the failure 
for the above-mentioned three tests lies with Licensee, then both 
parties shall discuss and agree upon further execution of the 
Contract. 
(Note: the number of the tests and acceptances shall be 
determined in terms of specific circumstance.) 

Article 8 - GUARANTEES AND CLAIMS 

8.1. Licensor guarantees that the Technical Documentation supplied by 
Licensor to Licensee in accordance with the Contract shall be of 
the latest Technical Documentation which are actually used by 
Licensor and the improved and developed technical documentation 
shall be supplied in time by Licensor to Licensee in the course 
of implementation of the Contract. 

8.2. Licensor guarantees that the Technical Documentation supplied by 
Licensor to Licensee in accordance with the Contract shall be 
complete, correct and clear, and shall be delivered in time in 
accordance with the stipulation in Annex 2 to the Contract. 

8.3. The period of performance guarantee supplied by Licensor to the 
Contract Factory shall be ( ) months. The starting and 
termination date of the period of performance guarantee are 
detailed in annex 3 to the C~ntract. 

8.4. If it is found by Licensee that the Technical Documentation 
supplied by Licensor is not in conformity with stipulation in 
Clause 8.2 to the Contract, Licensor shall mail the related 
technical documentation to Licensee free of charge within 30 
(thirty) days after receiving Licensee's written notice. 

8.5. If the Technical Documentation can't be delivered by Licensor in 
accordance with date stipulated in annex 2 to the Contract, 
Licensor shall pay to Licensee penalty for late delivery of the 
Technical Documentation at the following rates: 

~~% ( percent) of the total Contract price for 
each week of late delivery from the first week to the fourth week; 
~~% ( percent) of the total Contract price for 
each week of late delivery from the fourth week to the eight week; 
~~% ( percent) of the total Contract price for 
each week of la~e delivery exceeding eight weeks. 
The above~mentioned total penalty shall not exceed~% 
( percent) of the total Contract price, if the clays less 
than one week of late delivery. it shall be counted as one week. 

8.6. Penalty made by Licensor in accordance with the stipulation in 
Clause 8. 5 to the Contract shall not release Licensor f ror. his 
obligations to continue to deliver the Technical Documentation. 
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8.7. If the delivery of Licensor's Technical Documentation delays over 
6 (six) months. Licensee shall be entitled to te~inate the 
Contract. In such case. Licensor shall return to Licensee the 
total aaount which Licensee has already paid plus __ 1 interest 
per annua thereon. 

8.8. If it is due to Licensor's responsibility that the Contract 
Products are not still up to standard upon the ___ test. this 
case shall be dealt with the following methods in accordance with 
the stipulation in Article 7 to the Contract: 

(1) Due to the unqualified products. Licensee can not put into 
production and has to terminate the Contract. in this case. 
Licensor shall return to Licensee the total aaount which has 
already been paid by Licensee to Licensor plus 1 
interest per annum thereon; 

(2) If o·.tly sose part of the Contract Products can not achieve 
the acceptance standards, but Licensee still can put into 
prcduction, Licensor shall coapensate Licensee's loss 
ac•=ording to the following stipulations: 

A: If performance target of the Contract Products comes 
down ___ %, Licensor shall compensate Licensee ___ % of 
the total Contract price; 

B: If performance target of the Contract Products comes 
down ___ % Licensor shall coapensate Licensee ___ % of 
the total Contract Initial payment; 

C: If performance target of the Contract Products comes 
down %, the compensation of Licensor to Licensee 
will be the reduction of royalty rate __ %. 

Note: the penalty of late delivery and the performance 
claims may be added or subtracted some clauses in accordance 
with specific contract.) 

8.9. After the Contract Products are up to standard upon the 
acceptance tests, Licensor agrees to buy from Licensee a part of 
the Contract Products year by year. The model and quantity of 
buy-back are detailed in Annex to the Contract. 

Article 9 - INFRINGEMENTS AND CONFIDENTIALITY 

9.1. Licensor -guarantees that Licensor has lawful ownership of all the 
know-how and Technical Documentation supplied by Licensor to 
Licensee in accordance with the Contract, and that Licensor has 
the right to transfer them to Licensee. In case a third party 
brings a charge of infringement, Licensor shall take up the 
matter responsibilities which may arise. 

9.2. Licensee agrees to keep the know-how and Technical Documentation 
supplied by Licensor under secret conditions within the validity 
period of the Contract. If a part or the whcle of the 
above-mentioned know-how or Technical Documentation vill be 
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opened to the pub~ic by Licensor or any third party, Licensee is 
no longer to have the secret obligations tc the opened parts. 

9.3. Licensor shall keep secret for the information of hydrology, 
geology and production of the Contract Factory supplied by 
Licensee. The secret period shall be kept as long as Licensee 
requires. 

9.4. Licensee shall have the right to use the know-how and Technical 
DocWll'!ntation supplied by Licensor. anJ design, manufacture and 
sell the Contract Products after the termination of the Contract. 

Article 10 - TAXES AND DUTIES 

10.l. All the taxes and duties in connection with and in the execution 
of the Contract to be levied by the Gov~rruaent of the People's 
Republic of China on Licensee in accordance with the tax law in 
effect shall be paid by Licensee. 

10.2. All the taxes and duties in connection with and in the execution 
of the Contract to be levied by the Governaent of the People's 
Republic of China on Licensor shall be paid by Licensor. In 
accordance with the stipulati~n of Article II of the Income Tax 
Lav of the People's Republic of China concerning Foreign 
Enterprises, the withholding tax to be levied on Licensor will 
be deducted f roa the payment under Article 4 of the Contract by 
Licensee and on behalf of Licensor paid to China tax Authority. 
Licensee shall send to Licensor one original copy of tax receipt 
issued by the Chinese Tax Authority. The rest taxes and duties 
will be paid by Licensor, and the tax formalities will be gone 
through by Licensor itself in China Tax Authority. 

10.3. All the taxes and duties in connection with and in the execution 
of the Contract to be levied outside China shall be paid by 
Licensor. 

Selection Proposal 1 
Suitable for those enterprises whose government 

already signed the taxation agreement with our government 

10.1. The Agreement for the Avoidance of Double Taxation signed 
Government of People's Republic of China and the 
Government on The Agreement was put into 
on Licensor and Licensee shall observe the 
stipulations of the Agreement. 

by the 

effect 

10.2. The tax and the tax to be levied on 
Licensor by the Government of People's Republic of China in 
accordance with the Tax Lav and the tax Law will 
be dealt with according to Article~and Article of the 
agreement for the Avoidance of Double Taxation. 
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Selection Proposal 2 
Suitable for those projects which ha.s already got 

the tax reduction or tax exeaption from Chinese Tax Authority 

10.l. In the course of implementation of the contract, Licensor shall 
have th~ obligations to pay the tax and the tax 
in accordance with the People"s Republic of China Tax Lav in 
effect. 

10.2. The Tax Authority of the People"s Republic of China decided 
on that the tax and the tax to be 
paid by Licensor would be reduced (or exeapt:ed), the specific 
methods of reducing and/or exeaption is detailed n 
Annex of the Contract. 

Article 11 - FORCE MAJEURE 

11.l. If either of the contracting parties is prevented from executing 
the Contract by such cases of force majeure as var, serious 
flood, fire, typhoon and earthquake or other cases which are 
agreed upon by both parties as cases of force aajeure, the time 
for performance of the Contract shall be extended by a period 
equivalent to the effect of such cases. 

11.2. The effected party shall notify the other party of the cases of 
force majeure occurred by telex or cable as soon as possible and 
shall send by registered air.ail, within 14 (fourteen) days 
thereafter, a certificate issued by the authorities or 
departments concerned to the other party for confirmation. 

11.3. Should the effect of the force aajeure cases last for more than 
120 (one hundred and twenty) days, both parties shall settle the 
problem of further execution of the Contract through friendly 
consultations as soon as possible. 

Article 12 - DISPUTES SETl'LEMENT 

12.l. All the disputes in connection with or in the execution of the 
Contract shall be settled by both parties through friendly 
consultations. In case no settlement to the disputes can be 
reached by both parties through such consultations, the disputes 
shall be settled through arbitration. 

12.2. The arbitration shall take place in Beijing, China, and be 
conducted according to the provisional procedures and rules of 
the Foreign Economic and Trade Arbitration co ... ittee of China 
Council for the Promotion of International Trade. 

(Note: Clause 12.2 has two selections: (a) if the arbitration 
takes place in Stockholm, Sweden, the case shall be conducted by 
the Arbitration Institute of Stockholm Chaaber of Commerce in 
accordance with its arbitration procedures; (b) if the 
arbitration takes place in the accused country, the case shall 
be conducted by the arbitration institute of the accused country 
in accordance with its arbitration procedures.) 
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12.3 The arbitration award shall be final and binding on both parties. 

12.4. The applicable law in the arbitration shall be the lav of the 
People's Republic of China. (While the arbitration takes place 
in Stockhola. the applicable law in the arbitration shall be the 
Swedish law. The accused country law shall be the arbitration 
law while the arbitration takes place in the accused country.) 

12.5. The arbitration fee shall be borne by the losing party or in 
conformity with the stipulation of the award. 

12.6. In course of arbitration. both parties shall continue to execute 
the Contract except the part of the Contract which is under 
arbitration. 

Article 13 - EFFECTIVENESS OF TIIE CON'IRACT AND MISCELLANEOUS 

13.l. This Contract is signed by the authorized representatives of 
both parties on in Beijing. Both parties shall file 
applications with their respective government for ratification 
of the Contract, the date of ratification for the last party 
shall be the effective date of the Contract. Both parties shall 
do their utllOst to obtain the ratification within 90 (ninety) 
days, and shall advise the other party by telex or cable and 
send a letter for confiraation. 

13.2. If the Contract cannot come into force within 6 (six) aonths 
after the date of signing the Contract, both parties shall have 
the right to cancel the Contract. 

13.3. The Contract shall be in force for years froa the 
effecLive date of the Contract. After the expiration of its 
tera of validity, the contract shall autoaatically become null 
and void. 

13.4. The outstanding creditor's right and debts between both parties 
at the expiration of the Contract shall not be influenced by the 
expiration of the contract. The debtor shall continue to pay 
the creditor the outstanding debts. 

13.5. This Contract is done in English language in four originals, two 
for each party. 

13.6. The Contract is formed by Article l to Article 14 and Annex l to 
annex 7, the text and annex of the Contract shall be integral 
parts of the Contract and have the same legal force. 

13.7. Any changes, amendment, supplement and subtractions to the 
stipulations of the Contract shall be valid after both parties' 
authorized representatives have signed written documents which 
shall fora integral part of the Contract and shall have the same 
legal force as the Contract. 
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In the course of iaplementation of the Contract. all the 
comaunications between both parties shall be in English 
language. Formal notice shall be in written form in 
duplicate and be sent by registered airmail. 

Article 14 - LEGAL ADDRESSE~ 

14.1. Licensee: 
Na.11e: 
Address: 
telex No: 
Telephone No: 

14.2. Licensor: 
Name: 
Address: 
Telex No: 
Telephone No: 

14.3. Signature of the both parties' authorized representatives: 

Licensee (signature) Licensor (signature) 
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CON'l'RACT OF TECHNOLOGY 

COLOKBIA 
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MATURE OF THE CON'l'RACT 

Introduction 

Technology (froa the Greek •tekhnelogos•; in turn frOll •tekhne•, art and 
•1ogos•, treatise) is the body of knowledge pertaining to a aechanical craft or an 
industrial art. It also treats of technical teras. Or the particular, exclusive 
and technical vocabulary of a science or an art. 

With the word •tekhne• tbe Greeks designated the communication of professional 
knowledge and skills, to the extent that these taken as a whole were transaissible, 
and technology is indeed essentially transaissible or transferable, since when it 
is applied to the production of goods ar.d services, and when the latter ar~ 
required in various places by various persons, it extends to all aspects of huaan 
activity. 

Technology can be transferred via two kinds of channel: the first coaprises 
technology whose flow is aore or less free and relates to known technologies or to 
sophisticated technologies which are neither affected by patent rights nor handled 
under a aonopolistic rigiae. The channels of flow are: 

1. The circulation of books, periodicals and other published aaterial; 

2. The aoveaent of persons froa one country to another; 

3. Vocational training and instruction; and 

t. The exchange of inforaation and of persons under technical cc-operation 
progr.-es. 

The second kind of channel comprises technology which, as a rule, is the 
property of a C011pany or corporation, its transfer is effected froa a aore or less 
aonopolistic source, it is protected by industrial patent rights, and its transfer 
represents a value which is a aatter for negotiation. The channels of flow are: 

l. The use of experts and agreements on the provision of advice; 

2. The iaport of aachinery and equipaent, with the accoapanyin9 
docuaentation; 

3. The granting of licences covering aanufacturing processes, the use of 
trade aarks, patents, etc.; and 

4. Direct foreign investaents. 

The purchase and sale of technology can assuae the following fora&: 
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(a) Incorporated technology, i.e. capital goods or soaetiaes producer 
(interaediate) goods, which are mainly associated with an investaent and are bought 
and sold on the aarket; 

(b) Labour, generally skilled, and soaetiaes highly skilled and specialized, 
capable of aaking good use of the relevant aaterials and techniques, and possessing 
a thorough knowledge of the aost suitable procedures for the generation of 
inforaation and the solution of probleas; 

(c) Non-incorporated technology, i.e. technical or commercial data freely 
available on the aarket or alternatively the exclusive property of an enterprise, 
and whose sale is subject to restrictive conditions. 

Elements of tbe contract 

The fora in which the purchase and sale of technology is ellbodied is a aatter 
for discussion; but in any case, for this type of transaction to coae into being a 
•aeeting of the ainds• is necessary, i.e. a contract. 

The contract of technology is a novel legal phenoaenon which has not yet 
acquired a precisely defined place within the general theory of contracts. For 
this reason it is usually referred to as an innoainate or atypical contract. 
Nevertheless, it can be associated vith other meetings of the ainds, such as 
contracts of sale or lease, depending on its constituent parts an~ the ai• vbicb it 
is pursuing. 

Before deteraining the legal nature of the contract it is necessary to define 
its parts. Article 6 of Decree-Law 688 of 1967 regulates the transfer of foreign 
exchange under the beadings of royalties, eo1111issions, use of trade aarks, patents, 
etc., the prior approval of the relevant contracts by the coapetent national 
authotity (Royalties Collllittee) and their subsequent registration at the Exchange 
Office to give the• legal force, and lays down the criteria to t>e considered by 
this office in granting or refusing registration, aaong these being the possibility 
that products can be aanufactured without their being encullbered with royalties, by 
aeans of the use of aodern technology. A siailar provision is contained in 
Decree 1234 of 1972, which deals in greater detail with the subject of transfer of 
foreign technology. Then, Decree-Law 1900 of 1973 refers to contracts for iaport 
of technology and to contracts granting licences for the use of foreign trade 
aarks. Finally, the Comaercial Code regulates contracts licensing the use of 
patents, industrial drawings and llOdels, trade aarks and service aarks and 
coaaercial naaes and ellbleas. 

It emerges fro• the foregoing that the field covered by contracts for the 
transfer of technology can be apportioned as follows: 

(a) Licensing for the use or exploitation of trade aarks or service aarks and 
c0111Dercial naaes and eableas; 

(b) Licensing for the use or exploitation of patents, iaproveaents, and 
industrial aodels and drawings; 

(c) The furnishing of technical knowledge by aeans of plans, diagraas, 
aodels, instructions, foraulae, specifications, personnel training and instruction, 
and other procedures; 

(d) The provision of basic or detailed engineering for the erection of 
facili•i•• or the .. nufacture of products; 
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(e) Technical assistance, in whatever fora it is accorded: 

(f) Services relating to the adainistration and operation of enterprises. 

As can be seen, the first tvo points ((a) and (b) above) are associated 
exclusively with industrial property: the four remaining points ((c) to (f) above) 
refer to aspects peculiar to the technology as such. 

Contract of use 

Patents and ~1ade aarks are frequently aentioned in the context of technology, 
but are not co-extensive with it: in fact, whereas industrial patent rights 
provide for the temporary use of inventions and distinctive ellbleas, technology 
aakes over ownership of its constituent coaponents. That is to say, contracts 
licensing the use of features which in one way or another are protected by 
industrial patent rights are placed on the saae footing, as regards their 
application, as contracts transferring use, such as a contract of lease, provided 
that thereunder only the teaporary use or enjoyaent of the preaises is granted; 
hence there is no real transfer of ownership. 

Teaporariness is characteristic of industrial property rights and is basically 
the factor which aost distinguishes thea froa the Roman-law notion of property; 
for, whereas under the latter the actual right of ownership over aaterial objects 
is not limited in tiae, trade aarks and patents can only be used or exploited by 
the licensee du~ing the period of validity of the contract of licence, upon expiry 
of which they revert to their owner or becoae public property when the the patents 
lapse. 

Contract of ownership 

On the other band, the constituent parts of a contract of technology are 
considered as contracts for transfer of ownership, because if knowledge is 
transaitted by aeans of technical assistance, plans and diagrams, etc. and such 
knowledge is not protected by a patent or distinguished by a trade aark, the 
contract relating to it is regarded as a contract of sale. This aeans that the 
holder of unpatented knowledge or know-how is owner thereof only by the fact of 
possessing it and of being acquainted with its application and its properties; and 
will be the owner thereof to the extent of his capacity to perceive the content of 
the information. 

If the possessor of non-patented knowledge transfers it to another party under 
a contract, such contract should be considered as a conventional contract of sale 
in which ownership of the property is transferred, since there is no valid title 
(patent, etc.) under which the first party can claim ownership once transfer has 
been effected. 

CONTENT OF THE CONTRACT 

The foraal structure of the contract of technology can be very varied. The 
first aeetings of the minds in this field were effected \erbally and only rarely 
was there a written record thereof, and even if there were it was couched in very 
simple teras. This was undoubtedly due to the fact that transfers generally took 
place between enterpri••• and their •ubsidiaries, and consisted of the transmittal 
of orders or instructions. 
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Meetings of the minds in written form are instruaents relating to the aost 
varied transactions, particularly of an economic and coaaercial nature, and for 
this reason their fora should be as flexible and extensive as are the user's 
requireaents. Thus, within these contracts, which in theaselves are specialized, 
there are sub-specialities derive~ from the require•ents of each branch of the 
economy. There will therefore be a spec:al fora of contract for each case: 
however, there are collllllon aspects which make it possible to delineate a general 
broad structure for the contract, consisting of a set of chapters, as will be seen 
below: 

Aff iraations 

The purpose of this chapter is to embody in written form the general data 
relating to the contracting parties and, to some extent, to furnish a description 
of thea, the foreign party with his capacity to purvey and the local party with his 
requirements. The purveyor, transferor or licensor of the foreign technology 
should describe the salient aspects of his enterprise, together with thP. resources 
at his disposal and the techniques and processes which render him physically and 
legally appropriate for the transfer of technological eleaents or components. Be 
aust also affirm his preparedness to conclude the contract with the recipient or 
licensee. The latter, in his turn, furnish a general description of his enterprise 
and state the grounds for his wish and need to establish the contractual 
relationship with the purveyor. 

Definitions, abbreviations and expressions 

This chapter, the theoretical framework of the contract, is important because 
if disputes or difficulties regarding interpretation should arise during the period 
of validity of the contract, here there will be found the definition of words, 
expressions or idioms which, owing to their technical nature or linguistic 
distortion, ~ould be incomprehensible for many persons were they to figure in the 
basic articles of the meetings of the minds. It must be remembered that each 
particular contract for transfer of technology creates its own language and that 
there are contracts which cause difficulties of interpretation for advocates, 
judges and officials, and are comprehensible only to the few experts in each 
special field. 

For this reason it is wise to embody all necessary definitions in this 
chapter, so that when the occasion arises it will be possible to dispel any doubts 
regarding the meaning or scope of the contract, and thus to avoid unpleasant 
surprises and future disputes. 

Purpose and scope of the contract 

This is the str~ctural framework of the contract. It identifies the basic 
technology which the licensor is going to transfer, and gives a detailed 
description of the components thereof, such as the trade 111arks and patents which 
are to be licensed, the type of technical assistance which is to be furnished, the 
nature of the resources to be placed at the disposal of the licensee and so on. A 
statement should also be made of the basic situation governing the field of 
~pplication, and th~ use or the prosecution of the activities covered by the 
contract, e.g., in respect of which products and prncesses and subject to which 
limitations or rights the purposes of the meetings of the minds will be carried 
out. Similarly, it must be specified in which territory the manufacture and/or 
sales will be effected, and whether that territory enjoys exclusivity or not. 
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Patents and trade marks 

If the contract for transfer of technol09y involves a licence for the use of 
patents and/or trade lllC'rks, which is not always the case, the way in which these 
are to be used aust be stipulated, since use may infringe the rights of third 
parties or may create acquired rights, and further•ore there may occur cases of 
licence contracts, the rights under which do not belong to the licensor, with 
possible damage and loss to individual property. For this reason it is necessary 
to anticipate such situations and ways of meeting them. Siailarly, it is advisable 
to state the use to ~nich the relevant eleaents of industrial property are to be 
put, in teras of physical form, materials, quality, place, type of product etc. 

Innovations and i11provements 

The licensor is free to make innovations or improvements to the technology, 
since he is the first user and is thoroughly acquainted with it. Constant 
application of the technology will also enable the licensee to introduce 
iaproveaents as regards coaposition of (plant?),~ raw 11aterials, physical 
characteristics of the •ediu•, energy sources, usages and cust<>11s etc. 

S<>11etiaes these innovations are of value, whether or not they ace patentable. 
It is advantageous for the licensee that the lic~nsor should accept the obligation 
to communicate future iaproveaents in the technology or at least the basis for 
their negotiation. Nevertheless, it is difficult to foresee the creative capacity 
of the purveyor. 

Provision of inforaatiou, technical ac~istance and services relating 
to tbe adainistratioo and operation of the enterprise 

Depending on the content of a contract, a special chapter or section can be 
dedicated to each subject. If the contract concerns the provision of inforaation, 
the relevant articles should refer to the aeasures to be taken by the licensee to 
avoid improper communication, dissemination or use of the information received. 
For this purpose preventive legal procedures should be established, together with 
adequate provision to fix the period during which secrecy or confidentiality must 
be preserved - which may not exceed the duration of the contract when the latter 
relates to transfer of ownership - and guarantees regarding the veracity, precision 
and outcome of what has been transferred. 

In the case of technical assistance, prov1s1ons will be included regarding 
training of personnel, and the design of engineering, technological, co .. ercial, 
marketing, administrative and operational, planning, and research and development 
services. Within the general framework of the contract there will be chapters or 
sections whose importance will depend on the objectives being pursued by the 
contracting parties. Thus, for example, there may be reference to various aspects 
such as production and, associated therewith, quality control, subcontLacting, 
production volumes etc. and/or marketing, with references to distribution channels, 
promotional activities, imports and exports, selling prices etc. 
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Pora of payment 

Settlements, prices, reaanerations, royalties, instalaents, etc. comprise the 
financial obligation which the recipient of the technology accepts. One fora of 
payment, perhaps the siaplest of all, is a one-tiae payment which, once effected, 
extinguishes all obligation on the part of the recipi~nt. This fora is of value 
for the recipient when he is thoroughly acquainted with the technology being 
received. Payment in the fora of royalties as such is aore usual since it is a 
flexible system, adaptable to the changing business world. There are essentially 
three bases for calculation: production voluaes, sales, and prof its. Royalties on 
sales are C3lculated in two ways: on the net selling price or on the gross selling 
price. 

Within the various forms of payment there are also a number of possibilities: 
a ainimum royalty payment; royalties decreasing 's a function of time and 
production volume; maximum royalties, which may involve the fixing of a limit on 
production; there is also the fixed instalment arrangement, whether annual, or in 
respect of production, or per technological package etc. Each form aay occur alone 
or in combination with others. 

For purposes of payment, it is normal to arrange between the contracting 
parties the currency to be used for aeeting obligations; in some cases it is usual 
to include the operational rate of exchange and the systea of adjustaent in case of 
fluctuations. 

Other aspects 

The final aspects of the ccntract may constitute a separate chapter dealing, 
for exaaple, with the following matters: period of validity; failure to comply 
with any clause; when non-compli3nce is regarded as fraudulent or culpable, what 
the aggravating or aitigating circumstances will be; how various charges will be 
allocated; grounds for termination and their consequences; rules laid down for 
interpreting the contract in order to settle disputes; language to be used; 
applicable laws and competent courts; organization of arbitration, and complianr.e 
with arbitral awards. 
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POil 

(LX~CAL ASSISTAIEE/PATBll'l'S, B'!C.) 

Contract concluded on the ------------- day of in the year 

between ------------------------------------- a coapany incorporated under the laws 

of the Republic of Cole>11bia, whose address is ----------------------------------~ 
(hereinafter referred to as tbe •LICENSEE OR CONCESSIONAIRE•), represented by 

----------------------------------------------------------- and, on the other hand, 
----------------------------------------- a corporation organized under the laws of 

------------------------------------------~--------------- whose legal doaicile is 

---------------------------------------------------------------' and represented by 
(hereinafter referred to as the 

•LICENSOR• OR •PURVEYOR•). 

I. APPIIUIA'l'ICllS 

1. The •Licensee• affiras bis interest and wish to obtain the technical knowledge 

necessary to design and construct a plant for manufacturing 

the technical knowledge pertaining to which is in possession of the •Licensor•. 

2. The •Licensor• affiras that he possesses technical knowledge and experience 

adequate for designing and constructing a plant for the production of 

-------------------------------------------' and that he bas acquired technical 
knowledge and experience adequate for manufacturing the products covered by 

this contract. 

Now, therefore, the contracting parties agree as follovs: 
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II. ARTICLBS 

l. DEFINITION OF THE PRODUCTS COVERED BY THE LICEllCE 

The tera •product covered by the licence• used here co.prises ••••••••••••.•• 
(this should be stated in detail and include coaponents, specifications and spare 
parts. In the case of a specific technological process, this should be defined). 

2. CONCESS:.JNS (Purpose of the contract) 

By these presents, the licensor concedes to the licensee exclusive 
(non-exclusive) rights for designing, aanufacturing and selling the products 
covered by this licence in Coloabia •••••••••••••••••• (aention here any other 
countries for which the licence is exclusive). 

3. SCOPE OF THE TECHNOLOGY OR PURPOSE OF THE COH'1'RAC'1' 

3.1 Subject to the teras and conditions laid down in these articles, the 
scope of the technical assistance in the fora of docuaentation and technical and 
c<>1111ercial inforaation, the details of the technological process or aanufacture, 
and the specific technical services to be supplied by the licensor will be the 
following: •••••••••••••••• (here there should be a clear definition of the scope 
of the technical assistance. If necessary, a aore detailed explanation thereof can 
be annexed to the contract. Should the technology extend to various fields, 
including basic engineering, detail engineering, concessions for the use of trade 
aarks and patents, technical knowledge and other technical services, a description 
thereof should be annexed, accoapanied by a reference to this article). 

3.2 Within •••••••••• days following the entry into force of this contract, 
the licensor shall supply to the licensee the following technical docuaentation and 
information: ••••••••••••••••••••••••••••••••• (here should be mentioned, and 
included as an annex, the details of the docuaentation, such as specifications, 
drawings, photocopies, reference-lists, flow sheets, foraulae, aanufacturing data 
etc. The aanner and fora of delivering the docuaentation in question, including 
the nuaber of copi~s etc., should also be specified). 

3.3 Within a period of •••••••••••••••• the licensor shall supply to the 
licensee the technical inforaation or any other data, in accordance with the 
following provisions: ......................................................... . 
(in cases where the technical docuaentation is supplied in two or aore stages, a 
detailed stateaent should be given of the inforaation to be furnished at each 
stage). 

3.4 In addition to the technical assistance rendered under this contract, the 
licensor shall furnish the licensee with assistance connected with the design of 
the product, the design and engineering of the plant, the operation of the latter, 
inforaation on aarketing, packaging etc., through the interaediary of aeabers of 
the licensor's -t~ff duly qualified to carry out such activities. 

3.5 The licensor shall agree to the training of ••••••• persons belonging to 
the licensee's staff at the former'& plant during the following periods •••••••••• 
•••••••••••••• (this training should be so progra .. ed as to ensure the transfer of 
aanufacturing techniques and aethocJs peraitting the proper fabrication of the 
products covered by this licence at the cost of the licensee, and will be carried 
out in progressive stages to be agreed. Selection of staff for training will be 
the responsibility of the licensee, who will also pay t~e travel costs of the 
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licensor's personnel froa their workplace, together with subsistence and lodging 
expenses). 

4 • PA'f"BN'l'S 

4.1 The transfer of technology or knov-hov by the licensor under the teras of 
this contract shall include the grant to the licensee of the rights pertaining to 
soae or all of the licensor's patents relating to the technology transferred (a 
list of the patents included in this contract should be annexed). 

4.2 During the period of validity of this contract, the licensor shall.hold 
the licensee, his agents and his employees etc. haraless or compensate the• in 
respect of any clai• or risk arising in connection with any presuaed violation or 
violation of any patent right held by third parties in Coloabia or elsewhere, as a 
result of the aanufacture and sale of the products covered by this licence. In 
case of a claia, the licensee shall report thereon iaaediately, and licensee and 
licensor shall jointly conduct any negotiations, disputes or legal proceedings. 
The licensor shall repay to the licensee, within [oaission in original?) days 
following receipt of tbe claia and the necessary docuaentation, any sua which the 
licensee is called upon to pay to third parties as the result of the 
above-.entioned legal proceedings, including all costs and fees arising thereunder. 

The licensor further undertakes to defend the licensee against any claia by 
third parties concerning patents of the licensor connected with the products 
covered by this licence, and shall reiaburse the licensee for any costs incurred by 
the defence. 

5. TRADE MARKS ARD COMMERCIAL NAMES (Optional article) 

The licensee &ball be authorized to use the comaercial naaes •••••••••••••• 
•••••••••••••••••••••••• registered by the licensor for the products covered by the 
licence, in connection with sales within the country and/or for export, during the 
period of validity of this contract. The licensee shall be entitled to introduce a 
trade aark of his own to distinguish the articles produced under licence, connected 
with the foreign trade aark. 

6 • TERRITORY 

6.1 The licensor shall grant to the licensee the exclusive/non-exclusive 
right to sell the products covered by this licence in Coloabia and in all other 
countries. 

7. INNOVATIONS AND IMPROVDIENTS 

7.1 The licensor undertakes to COllllunicate to the licensee, without any 
additional costs, all inforaation and details relating to any iaproveaent in the 
.. nufacturin9 processes and techniques du:ing the period of validity of the 
contract; such iaproveaents &ball include new patents or patent applications. 

7.2 In cases where iaproveaents a; effected by the licensee, including new 
patents during the period of validity o. he contract, the licensor shall be 
entitled to these iaproveaents; in such cases the licensor shall agree to 
reaunerate the licensee to an extent that shall be not less favourable than that 
stipulated in this contract. 
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8. PAYM£11'.l'S 

8.1 The licensee shall pay to the licensor royalties at the rate of 
per cent of the value of the net sales of products aanufactured vith the 

technology stated in this contract. (Here the contracting parties should define 
vbat is understood by net sales in each case.) 

9. CURRERCY OP PAYMENT 

Payaents to be effected under this contract shall be aade in ••• (currency). 

10. GUARANTEES 

10.l By these presents the licensor guarantees that the engineering data and 
the technical inforaation services relating to the aanufacturing processes will be 
coaplete and adequate so as to enable the licensee to aanufacture the products 
covered by this contract and attain a producti~n of •••••• (this should be 
specified in cases where the guarantees refer to specific production levels, 
obtained on the basis of given technological processes). 

10.2 The licensor undertakes to furnish technical advice and any assistance to 
the licensee which aay be necessary for the fulfilaent of this guarantee. (In 
connection with contracts involving the transfer of technology in variaus fields, 
including engineering services, etc., specific operational guarantees should 
noraally be given, and should include CQllPensation or prescribe penalties for cases 
of non-fulfilaent.) 

10.3 The licensor guarantees that the technology to be supplied to the 
licensee under this contract for the design/aanufacture of the products covered 
thereby will be of good quality and fully compatible with the technology applied by 
the licensor for aanufacturing siailar products. In any case, however, the 
licensee shall be entitled to aake the cbanges necessary to adapt the technology to 
the particular conditions of bis own production level and to aarket requirements. 

11. CONFIDENTIALITY 

The licensee undertakes to preserve th~ confidentiality of all designs, 
drawings, technical inforaation and know-how furnished by the licensor and shall 
not divulge any part thereof, except what is noraally required for the sale and use 
of the products covered by the licence, and for the aanufacture of parts and/or 
components or raw aaterials within ColOllbia. The licensee shall place his staff 
under a strict obligation not to divulge the know-how, in any circuastances, during 
the period of validity of the contract. 

12. SUB-LICENSING 

The licensee shall (or shall not) be authorized to sub-licence the technical 
know-how to third parties in ColOllbia. The teras of sub-licensing shall be 
autually agreed between the parties involved, including the licensor. 

13. APPLICABLE LAW 

This contract shall be interpreted and governed by the laws of Coloabia. 

14. LANGUAGE 

This contract shall be drafted in Spanish and in English and t~e text in the 
latter language shall be regarded as authentic. 
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15. POSSIBILITY OF TRAMSPZR 

This contract .. y not be transferred unilaterally by one of tbe parties 
without the prior and written consent of the other, provision being aade that the 
successors of both parties sball be obliged to eo11ply with the obligations of the 
latter under this contract. 

16. MOST-FAVOURED LICEllSEE 

The licensor undertakes tbat, should the know-bow be granted under licence to 
any other licensee by .eans of a contract relating to the products covered by this 
licence and on conditions 90re favourable than those here stipul&ted as regards 
payaents for technology, fixing of prices and C011pODents and semi-finished products 
and siailar items, such conditions shall likewise extend to the licensee under the 
present contract for the rest of the period of validity thereof. 

17. VIS MAJOR 

Fulfilaent of this contract shall be subject to the effects of vis aajor. 

18. TEIUIIllATIOH OF THE COllTRACT MID RIGHTS SUBSF.QOERT TllERE'l'O 

18.l This contract sball terainate on expiration of its period of validity. 
Upon expiration of the contract, the licensee sball be entitled to continue using 
the know-bow furnished by the licensor during the period of validity thereof, 
including the rights to the patents of the licensor in force at the date of 
teraination of this contract, until the lapse of any of the patents. 

18.2 In case of the bankruptcy, liquidation, insolvency or assignaent in 
favour of creditors of either of the parties, the other party aay terainate this 
contract by written notice served ••••••• days in advance. 

18.3 If either of the parties should fail to remedy any significant oaission 
within a period of •••••• days, the other party .. y terainate the contract, in 
writing, without prejudice to any act~on for daaages which tbat party aay bring 
against the defaulting party. 

19. PERIOD OF VALIDITY OF COHTRAC'l' 

The duration of this contract shall be •••••• years as frOll the date of 
comaenceaent of aanufacture of the product or products covered by it, subject to 
prior ~pproval by the Royalties eo..ittee of Coloabia. 

20. ARBITRATION 

Any disputes arising between the parties in connection with the iapleaentation 
and/or interpretation of this contract shall be subllitted to a board of three 
arbitrators, ~ne arbitrator being appointed by each of the parties and the third on 
the basis of .~utual agreeaent. Tbe board of arbitrators &hall sit in Bogot' or 
another ColOllbian city, and shall deliberate without procedural foraalities and 
guided by considerations of equity. 

21. NO'l'IFICA'J'IONS ARD CORRESPC'1:.J£NCE 

All notifications and correspondence required under this contract shall be 
drafted in the ••••••• language and addressed as follows •••••• Any change in 
legal domicile shall be notified by the party concerned to the other party by 
registered aail with recorded delivery. 
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In witness whereof, the parties by these presents have signed this contract 

in •••••••••••••••••••••••••• at 

Signed for and on behalf of 

................................................... 

Signed for and on behalf of 

Witness 

Witness 
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nus AGR.EEKENT, made and entered into on . . . of ..... 19 . . . . . . by and 
between ............. a corporarion organized and existing under the laws of 
......• having its aain ,ffice and place of business at 
................... (hereinafter referred to as •Licensor•) and 
....................• a corporation organized and existing under the laws of 
the Republic of Korea, having its aain office and place of business at 
......................• Republic of Korea (Hereinafter referred to as 
•Licensee•). 

VITNESSETH: 

VHER.EAS. Licensor has long been engaged in the manufacture and sale of 
( ) Products (hereinafter referred to as •the Licensed 
Products•); 
and 

WHEREAS, Licensor bas acquired and possesses valuable technical information on 
the design. manufacture, erection and use of the Licensed Products; and 

WHEREAS, Licensor has the right to grant a license to use Technical 
Information (or Industrial Property Rights) in connection with the Licensed 
Products; and 

llHEREAS, Licensee desires to obtain, and Licensor is willing to grant, the 
right and license to aanufacture, use and sell the Licensed Products utilizing 
technical information furnished by Licensor. 

NOW, THEREFORE, in consideration of preaises and covenants hereinafter set 
forth, the parties hereto agree as follows: 

Article 1 - DEFINITIONS 

As used in this Agreement, the following terms have the following 
meanings respectively: 

1. •Licensed Products• mean as mentioned below. As to details of the 
Products, the stipulation of Appendix hereto shall apply. 

2. •Teclmical Information• means all the teclmical knowledge, 
know-how, standard calculations, data and information developed or 
otherwise generally used by Licensor pertaining to the 
mamsfacture, use and sale of the Licensed Products. 

3. •Contract Territory• means the · ·itory subject to the Government 
of the Republic of ~~rea. 

4. •industrial Property Rights• mean any or all rights under patents, 
utility models and application therefore presently owned or 
hereafter acquired by Licensor and/or which Licensor has or aay 
have the right to control or grant license thereof during ~he term 
hereof and which are applicable to or .. y be used in manufacture 
of the Products ( ). 
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S. •Licensed Tradeaarks• shall mean the trademark:. vhich are 
specified in Appendix ( ) hereto. 

Article 2 - GRANT OF LICENSE 

1. Licensor hereby grants to Licensee (an exclusive. a non-exclusive) 
right to aanufacture. use and sell the Licensed Products using the 
Industrial Property Rights and Technical Information furnished by 
Licensor in the Contract Territory. 

2. Licensor hereby grants to Licensee (an exclusive. a non-exclusive) 
right to sell the Licensed Products to any country in the world 
(except ). 

Article 3 - SALES INFORMATION 

1. Upon written request of Licensee. Licensor shall furnish Licensee 
with necessary drawings, technical data and price information on a 
breakdown basis in order to enable Licensee to prepare quotations, 
in so far as such information is currently available from Licensor. 

2. To assist Licensee in selling the Licensed Products, Licensor will 
furnish licensee with one complete set of current materials 
generally used for sales prOllOtion. such as brochures. catalogues 
and technical data available froa Licensor. which cover the entire 
range of the Licensed Products. 

Article 4 - TECHNICAL ASSISTANCE AND SER.VICES 

1. Licensor shall supply Licensee with the following data in order 
that Licensee aay 1181lufacture to the best advantage the Licensed 
Products without delay. 

(a) Drawings for designing. manufacturing and assembling. 
(b) Specifications. 
(c) Materials list. 
(d) General calculation sheet. 
(e) Data for inspections and trail operations. 
(f) Fabrication and assembly procedures. 
(g) Operating and instruction manuals. 
(h) Any other necessary technical data and know-how generally 

used by Licensor. 

2. Licensor shall, by request of Licensee, permit a reasonable number 
of technical personnel designated by Licensee to have opportunity 
to study the design and manufacture of the Licensed Products at 
Licensor's place of business. Licensee shall advise Licensor, in 
advance, of the purposes, numbers, names, qualifications and 
probable lengths of stay of Licensee's designated personnel 
desiring to visit Licensor. Licensor shall arrange to make 
available qualified personnel for consultation with, and training 
of such Licensee's personnel. Cost for round trips, meals, 
lodging, and other expenses c;f Licensee's personnel despatched for 
training shall be borne by Licensee. 
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3. Upon written request of Licensee, Licensor shall send to Licensee, 
subject to availability of personnel and to mutual agreement, 
qualified engineers and/or technicians to render assistance and 
services to Licensee in connection vith the manufacture, sale and 
operation of the Licensed Products for a reasonable period to be 
agreed upon by the parties hereto, provided, however, that 
Licensee agrees to bear the travelling expenses to and from 
( ) and living expenses in the Republic of Korea incurred 
by any such engineers and/or technicians. Licensor assures tha!: 
such engineers and/or technicians are qualified with prcfessional 
standards and reasonable skill, and will perform the assistance 
and services with care and diligence.( ) 

Article 5 - IMPROVEMENTS 

If at any time during the term of this Agreement one party hereto 
discovers or comes into the possession of any improvements or further 
inventions relating to the Licensed Products or in connection with the design, 
manufacture, use and sale of the saae, the party shall furnish the other party 
with information on such iaprovements or further inventions without any delay 
and free of charge. 

Article 6 - PAYMENT 

1. In consideration of the Technical Information and the Industrial 
Property Rights furnished by Licensor to Licensee hereunder, 
Licensee shall pay to Licensor the following royalties in the 
amount and in the aanner specified below. 

(a) Initial Payment 

Licensee shall pay Licensor the initial payment in US Dollars 
equivalent to ( ) . Payment of the Initial Payment shall 
be made by means of telegraphic transfer remittance within 
( ) days from the date of approval of this Agreement by the 
authorities concerned, the Government of the Republic of 
Korea. 

(b) Royalty 

( ) percent of net snlling price for each sale of the 
Licensed Products. 

(c) Net selling price shall be the gross invoice price of the 
Licensed Products sold or otherwise disposed of by Licensee 
in normal, bonafide, coaaercial transaction without any 
deduction other than the following items of expenses, if any, 
to the extent to which they are actually paid and included in 
the gross invoice price. 

1) Sales discount 
2) Sales returned 
3) Indirect taxes on sales 



- 36 -

4) Insurance premiums on sales 
5) Packing expenses on sales 
6) Transport expenses on sales 
7) Sales co111Dissions 
8) Advertisement fee 
9) Installation expenses at places where the Licensed 

Products are to be used. 
10) CIF price, and import duties of the raw materials, 

intermediate goods. parts ar.d other compo~ents purchased 
from Licensor. 

(d) Royalty shall be computed for six month period terminating 
the last date of June and December of each year. Licensee 
shall make payment to Licensor within ( ) days after 
receipt of relevant invoice from Licensor within ( ) 
days after the last date of June and December of each year in 
the amount specified in Licensee's royalty statement 
mentioned in Article 8. 

2. For the supervision and assistance by Licensor under paragraph 3 
of Article 4. Licensee shall pay to Licensor service fees at the 
rates specified in Appendix ( ) withiu ( ) days after 
receipt of an invoice from Licensor. 

3. All payments due under this article st.all be made in (US 
currency. ) strictly in accordance with this article, 
converted from Won at the official telegraphic transfer selling 
rate of exchange prevailing in Seoul. Korea on the expiry date of 
the immediately preceding ( ) month period of the calculation 
of the royalties hereunder. 

4. All payments made to Licensor hereunder shall be by means of 
official telegraphic transfer remittance. mail transfer 
remittance. banker's check or through non-resident foreign 
currency deposit account established at bank(s) in 
( ) in the name of Licensee and shall be 
remitted to the bank designated by Licensor. 

Article 7 - SUPPLY OF COMPONENTS, PARTS AND RAW MATERIALS 

1. Upon Licensee's written request. Licensor shall supply components, 
parts and raw materials to Licensee in due time and at reasonable 
and competitive prices. 

2. Licensee shall open irrevocable Letter of Credit to buy 
components, parts and raw materi&ls from Licensor. 

Article 8 - RECORDS, AUDITING AND REPORTS 

1. Licensee shall send its statement of royalties due for the 
immediately ~receding ( ) month period together with full 
evidences which Licen~or may require, to reach Licensor not later 
than ( ) days after the expiration of the immediately 
preceding ( ) month period. 
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2. At the time of remitting the royalties. Licensee shall submit to 
Licensor a written report stating the net selling price, overall 
order price with clients, the number, and the type of the Licensed 
Products sold or used by Licensee under this Agreement during the 
( ) month period ended on Jw&e 30th ~nd December 31st each 
year. 

Article 9 - GUARANTEE 

l. During the terms of this Agreement, Licensor shall be responsible 
for damage resulting from defective Technical Information and 
parts furnished to Licensee by Licensor. 

2. Licensor shall not be responsible for consequential damages 
resulting from the faulty application of Technical Information by 
Licensee. 

Article 10 - DURATION AND TERMINATION 

1. This Agreement shall be effective for an initial period of( ) 
years from the effective date of this Agreement. 
After the end of this period. the Agreemeut shall expire «ithout 
notice. The parties may agree to extend the term of this 
Agreement, provided, however, that any extension shall be subject 
t~ the necessary approval by the Government of the Republic of 
Korea. 

2. If either party hereto continues in default of any obligation 
imposed on it herein for more than ( ) days after 
written notice has been dispatched by registered airmail by the 
other party requesting the patty in default to remedy such 
default, the other party may terminate this effect by registered 
airmail to the first party and this Agreement shall terminate on 
the date of dispatch of such notice. 

In the event of bankruptcy, receivership, insolvency or assignment 
for the benefit of creditors of either party hereto, the other 
party may terminate this Agreement, effective immediately by 
giving the first party written notice to that effect. 

Article 11 - USE OF TRADEMARK AND BRAND NAME 

l. Licensor hereby grants to Licensee, upon the terms and conditions 
hereinafter specified, (an exclusive, a non-exclusive), 
non-assignable license to use the Licensed Trademarks during such 
time as this Agreement subsists in such manner as not to deceive 
the public, on and in connection with the Licensed Products. 
Licensor will not grant a License to use the Licensed Trade1J1arks 
in the Contract Territory to any other third party in Korea during 
the term of this Agreement. 

2. Licensee shall be entitled to use Licensed Trademarks on 
Licensee's letter headings, invoices and all advertising and 
promotional material in such form and in such manner as shall be 
approved at the first consulting in writing with the Licensor. 



- 38 -

3. Each Licensed Trademark shall be used only after it has been duly 
registered with the Patent Office, and after this Agreement has 
also been duly registered with the Patent Office. 

4. This License to use the Licensed Trademark is provided on a 
royalty free basis. 

5. If this Agreement is terminated, Licensee shall immediately cease 
using the Licensed Trademark. 

Article 12 - PATENT INFRINGEMENT 

Should any Licensed Product manufactured by Licensee strictly in 
accordance with the Technical Inforuation supplied by Licensor under this 
Agreement partially or totally infringe of patent right belonging to the third 
party which shall make a claim against Licensee for alleged infringement of 
such patent right, Licensee shall immediately by telex inform Licensor thereof 
and transfer the claim with all pertinent details to Licensor, who shall be 
responsible for handling of the claim and Licensee shall in no respect have 
any responsibility for the claim from such party. 

Article 13 - SECRECY 

Licensee agrees that it shall not without prior written consent of 
Licensor sell, assign or divulge the Technical Information disclosed and 
refurnished by Licensor hereunder in any manner to anyone except those of its 
employees and its subcontractors who will be using such information in the 
manufacture and erection of the Licensed Products. 

Article 14 - TAXATION 

Customs duties, taxes and any similar charges which may be imposed by 
the Korean Government with respect to this Agreement shall be borne by 
Licensee. All other customs duties, taxes and similar charges which may occur 
in ( ) as a result of entering into this Agreement shall be paid by 
Licensor. 

Article 15 - ARBITRATION 

Any dispute arising under or by virtue of this Agreement or any 
difference of opinion between the parties hereto concerning their rights and 
obligations under this Agreement, shall be finally resolved by arbitration. 
Such arbitration proceedings shall take place in (Seoul, Geneva) in accordance 
with the applicable rules of arbitration of (the Korean Commercial Arbitration 
Board, the International Chamber of Commerce), but the proceedings should take 
place in English language. The decision of the arbitration proceedings shall 
be final and binding upon both parties. 

Article 16 - Effective Date 

It is clearly understood and agreed by both parties that this Agreement 
shall be deemed effective when all conditions imposed by the Korean Government 
and the Government of ( ) shall have been met to the satisfaction 
of Licensor and Licensee. 
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The date of the latter of such government approval shall become the 
effective date of this Agreement. Licensee and Licensor shall notify in 
writing to the other party specifying the date of their respective 
Government's approval. 

Article 17 - APPLICABLE LAW 

This agreement shall be construed and interpreted in accordance with 
the laws of the Republic of Korea. 

Article 18 - FORCE MAJEURE 

Neither party shall be liable to the other party for nonperfoaaance or 
delay in performance of any of its obligation under this Agreement due to 
causes reasonably beyond its control including fire, flood, strikes, labor 
troubles or other industrial disturbances, unavoidable accidents, governmental 
regulations, riots, and insurrections. Upon the occurrence of such a force 
majeure condition the affected party shall immediately notify the other party 
with as much detail as possible and shall promptly inform the other party of 
any further developments. Imaediately after the cause is removed, the 
affected party shall perform such obligations with all due speed unless the 
Agreement is previously terminated in accordance with Article 10 hereof. 

Article 19 - NOTICES 

All communication notices or the like between the parties shall be 
valid when made by telegraph or telex communication subsequently to be 
confirmed ic writing and addressed to the following addresses 

To Licensee: 

To Licensor: 

Article 20 - LANGUAGE 

1. The language to be used in rendering the Technical Information 
disclosed and furnished to Licensee by Licensor under this 
agreement shall be in English. 

2. The language for correspondence between the parties and any 
documentation shall be in English. 

Article 21 - ENTIRETY 

This instrument embodies the entire agreement and understanding between 
the parties hereto relative to the subject matter hereof and there are no 
understanding, agreement's conditions or representations, oral or written, 
expressed or implied, with reference to the subject matter hereof that are not 
merged herein or superseded hereby. No modification hereof shall be of any 
force or.effect unless reduced to writing and signed by the parties claimed to 
be bound thereby and no modification shall be effected by the acknowledgement 
of acceptance of any order containing different conditions. 
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IN WITNESS WHEREOF. the parties have caused this Agreement to be 
executed by their duly authorized representatives as of the date first above 
written. 

For and on behalf of For and on behalf of 

By: By: 

Typed name: Typed name: 

Position: Position: 
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MODEL SERVICE AGREEMENT 

MALAYSIA 
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THIS AGREEMENT 11ade and entered into this ............... day of 
19 ..... , by and be~een .........................• a corporation organized 
and existing under and by virtue of the lavs of ................ and having 
its principal office of business at ............... (hereinafter referred to 
as FOREIGN COMPANY) AND---·-------------· a corporation organized and 
existing under and by virtue of the lavs of Malaysia and having its 
principal office of business at Kuala l..u8pur, Kalaysia, (hereinafter 
referred to as the MALAYSIAN COttPANY). 

WITNESSETH: 

In consideration of the prOllises and the mutual co~-enants 
hereinafter contained and each party executing this agreement vith 
intention of being legally bound thereto. the parties hereby agree as 
follovs:-

Article 1 - DEFINITIONS 

(A) The term 0 PER.IOD OF STAY• in this agreement shall mean a 
period froa the day. the respective Engineer of Technician 
arrives in Malaysia to the day his period of service 
expires or is terminated in accordance vith the lavs of 
Malaysia. 

(b) The tera •ENGINEER.• as used in this Agreement shall .ean 
the FOREIGN COMPANY's •qualified Engineer or Technologist• 
who bas bad college/university/technical education and vitb 
adequate experience. 

(c) The tera •TECHNICIAN• as used in this agreement shall mean 
the FOREIGN COMPANY's Technician or Foreman vho does not 
come into the category of •ENGINEER.•. 

Article 2 - PREVIOUS NOTICE 

The MALAYSIAN COMPANY shall request the FOREIGN COMPANY for 
despatch r.f ENGINEER/TECHNICIAN stating nwaber, tiae of despatch. 
respective duties and other necessary and pertinent information at least 
....... days prior to date of despatch. 

On receipt of such information the FOREIGN COMPANY shall make 
proper selections of ENGINEER/TECHNICIAN and despatch him or them on the 
designated date mutually agreed upon between the FOREIGN COMPANY and the 
MALAYSIAN COMPANY. 

Article 3 - PERIOD OF SER.VICE 

The period of service of each ENGINEER/TECHNICIAN shall be 
mutually agreed upon betveen the FOREIGN COMPANY and the MALAYSIAN COMPANY 
before his or their departure to MALAYSIA. In the first instance it is 
envisaged that the initial period of service would be for 
....... month/months subject to review by both parties. 
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Each ENGINEER/fECHNICIAN shall return to the FOREIGN COMPANY 
i.-ediately upon teraination of his or their service period. The period 
shall be shortened by mutual agreement between the FOREIGN COMPANY and the 
MALAYSIAN COMPANY. 

Provided however, in case of eaergencies such as may endanger the 
life of lives of ENGINEER/TECHNICIAN and/or when it is iapossible to 
pursue his/their duties, ENGINEER/TECHNICIAN shall be allowed to return 
to ............ (country) immediately. 

Article 4 - AIR TRAVEL 

The MALAYSIAN COMPANY on its account shall send to the FOREIGN 
COMPANY ceturn economy class air ticket f roa the Capital City of the 
FOREIGN COMPANY to the final destination in Malaysia, at least ....... days 
prior to each ENGINEER."s/TECHNICIAN"s departure. The MAIAYSIAN COMPANY 
shall attach Kiscellaneous Charge Order for reasonable expenses relating 
to the personal baggages of despatched ENGINEER/TECHNICIAN per one way 
froa the Capital City of the FORE!~~ COMPANY to the final destination in 
Malaysia for the above-mentioned return air ticket. 

Article 5 --SAl.ARY 

(a) The MAIAYSIAN COMPANY shall pay each ENGINEER/TECHNICIAN 
the following predetermined salary in cash monthly. 

ENGINEER. Malaysian currency equivalent 
to .................. . 

TECHNICIAN Malaysian currency equivalent 
to .................. . 

(b) The HAIAYSIAN COMPANY shall pay to each ENGINEER/TECHNICIAN 
on the day he arrives in Malaysia and hereafter at a 
certain fixed day in the beginning of each month the salary 
for the corresponding month as specified in (a) of this 
article. 

Article 6 - REMITTANCE 

In case ENGINEER/TECHNICIAN wish to remit a part of their salaries 
to the FOREIGN CO~lfIRY in ............ currency, the MAIAYSIAN COMPANY shall 
make every possible effort to take all the necessary procedures for 
remittance f roa the Government of Malaysia and other statutory bodies 
concerned. 

Article 7 - TRAVELLING EXPENSE 

The MALAYSIAN COMPANY shall pay to ENCINEER/TECHNICIAN the 
following travelling ex~nses, boarding and lodging expenses when they 
travel inside or outside Malaysia while performing the duties for the 
MALAYSIAN COMPANY. 

Article 8 - FACILITIES 

The MALAYSIAN COMPANY shall provide the ENGINEER/TECHNICIAN with 
similar conveniences and facilities in and out of the works to those made 
available to its other Malaysian employees doing similar work. 
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Article 9 - INTERN..U TRAVEIJ..ING 

The MA!AYSIAN COMPANY shall provide appropriate transport at the 
disposal of ENGINEER/TECHNICIAN for office work. 

Article 10 - OFFICE SPACE 

The MALAYSIAN COMPANY shall provide ENGINEER/TECHNICIAN with 
suitable office spac. for his or their use in the compound of the 
MALAYSIAN COKPANY's piant. 

Article 11 - WORKING DAYS AND HOURS 

The ENGINEER/TECHNICIAN shall work the sane normal hours as the 
Malaysian counterparts. 

Article 12 - GUARANTEE OF STATUS 

The ENGINEER/TECHNICIAN shall obey the KAIAYSIA COMPANY's 
instructions for performance of his or their duties and be or they shall 
not unreasonably refuse to enter into the MALAYSIAN COMPANY'S plant or 
shall n~t be interfered in perforaing duties or shall not suffer from 
deduction of coapensations or any other disadvantages in performing duties 
or in daily lives against their vill except when the performance of duties 
seeas impossible because serious illness or injuries. 

Article 13 - MEDICAi. TREADIENT 

All the fees and expenses for the supply of medicine and medical 
treatment for any ENGIREER/TECHNICIAN who may have contracted any disease 
or sustair.ed any injury during this stay in Malaysia shall be borne by the 
MALAYSIAN COMPANY. 

Article 14 - INSURANCE 

The FOREIGN COUNTRY shall take out, for each ENGINEER/TECHNICIAN, 
life and accident insurance policy paying the necessary insurance prP.mium, 
for the amount of US$ ........ or equivalent in Malaysian Ringgit in 
FOREIGN COUNTRY's favour with a first-class insurance company in 
Malaysia. This insurance shall cover the period from the 
ENGINEER'S/TECHNICIAN's depi\rture from ......... (country) to his return to 
it. 

Article 15 - TERM OF AGREEMENT 

This Agreement shall take effect after the approval of the 
Ministry of Trade and Industry, Malaysia and continue to be valid for 
..•.... years subject to review by both parties and subject to approval of 
the Ministry of Trade and Industry, Malaysia. 

Article 16 - TERMINATION OF AGREEMENT 

Either party may ter•inate this Agreement by giving to the other 
party written notice of int~ntion to terminate at least .......... in 
advance of the expiration date of the then current term. 
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Article 17 - ARBITRATION 

Any controversy of claia arising out of or relating to this 
Agreement or the breach thereto which cannot be settled by mutual 
agreement shall be settled by arbitration in Malaysia. upon the request by 
either party. in accordance with either the Malaysian Arbitration Act 1952 
(rev. 1972) or Asian-African Local Consultative Comai.ttee (AALCC) Regional 
Centre for Arbitration Kuala Luapu.r in accordance with United Nations 
Comaission on International Trade Law (UNCITRAL) Arbitration rules as 
modified by the Centre. The decision of the arbitration shall be final 
and binding upon the parties hereto. 

Article 18 - GOVERNING IAW 

This Agreement shall be construed and governed in accordance with 
the laws of Malaysia. 

Article 19 - FORCE HAJEURE 

(a) If the performance of this Agreeaent is interfered with for 
any length of tiae. by act of God, war. civil commotion. 
riots. rebellion, revolution, epidemics and other similar 
occurrences which are beyond the control of either party. 
neither party will be held responsible for the 
non-perforaance of this Agreement for such length of time. 

(b) In case either party fails to fulfill its obligation 
hereunder due to the Force Kajeure specified in (a) of this 
Article, such party shall notify the other party in writing 
of its intention without any undue delay and then in case 
the latter requires the certificate to prove the said Force 
Majeure issued by third party, which shall be public and/or 
official organization, the former shall forthwith forward 
the said certificate to the latter. 

Article 20 - NOTICES 

All notices required or authorized to be given hereunder shall be 
in writing and shall be directed to the addresses set forth below or to 
such other address as either of the parties may, from time to time, 
designate by notice in writing to ~he other. All notices so addressed if 
sent by registered airmail, shall be deemed to have been received on the 
fourteen (14) days next after the date on whi~h such notices were 
posted ........ . 

IN WITNESS THEREOF, the parties hereto have c.'\used this Agreement 
to be executed, by their representatives as of the d~y and year first 
above written. 

For th~ FOREIGN COMPANY 

For the MALAYSIAN COMPANY 
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HODEL FORK OF TECHNOLOGY TRARSFER CONTRACT 

MEXICO 
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MODEL FORM OP TECHNOLOGY TRANSFER CONTRACT 

CONTRACT/COVENANT/AGREEMENT 
~ 

(LICENSING/TECHNICAL ASSISTANCE/PATENTS, ETC.) 

Contract/Agreement concluded this .•.••.••.•••••••...••...•••••••••. day 
of . • • • • . . • . • • • • . . . . • • • • . . . • . . • . . • • . • • . be tween •••....••••••••••••••••••....••••.•. 
a COllpany established under the laws of Mexico, having its registered off ice at 
•••••••••••••.....••••••••••....••.•••••••••••••••••••••••••. • •• (hereinafter 
referred to as the •LICENSEE OR CONCESSIONAIRE•), represented by •••••••••••••••••.. 
• • • • . • • . • • • • • • • • • . . . • . • . . . • • • • • • • • • , and ••••••••••••••••••••••••••••••••••••••••••• 
a corporation established under the laws of ••.•••••••••.••••••••••••.•••••••••••••• 
having its registered office at ••.•.•...••••••••••.•••.••••••••••••.•..•••••••••••. 
(hereinafter referred to as the •LICENSOR OR PROPRIETOR•). 

PRELIMINARY STATEMENTS 

1. Whereas the •Licensee• states that he is int~rested in and desirous of 
obtaining the technical knowledge necessary to design and construct a plant for the 
manufacture of •••••.•.••••••••••••••••••.•••••• , which knowledge is possessed by 
the •Licensor•. 

2. Whereas the •Licensor• states tha- he possesses the requisite technical 
knowledge and adequate experience for oesigning and constructing a plant for the.,.. 
production of •••••••••••••••••••••••••• and has acquired the expertise and 
experience for the manufacture of the products covered by the contraet. 

Now therefore the parties agree as follows: 

ARTICLES 

1. DEFINITION OF THE PRODUCTS COVERED BY THE LICENCE 

The term •product covered by the licence•, used herein, comprises •••••••• 
(detailed information should be given, including components, specifications and 
spare parts. If a specific technological process is involved, this should be 
defined). 

2. GRANT OF LICENCE (purpose of the contract) 

The licensor hereby grants to the licensee exclusive (non-exclusive} rights to 
design, manufacture and sell the products covered by the licence in Mexico ••• (any 
other countries in which exclusive licence for the products is granted are to be 
mentioned here). 

3. SCOPE OF THE TECHNOLOGY OR PURPOSE OF THE CONTRACT 

3.1 Subject to the ter•s and conditions laid down in these articles, the scope of 
the technical assistance in the for• of documentation and tecnnical and conuaercial 

V.89 58008 5963e 
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inEoraation, details o[ the technological manufacture or process, anci specific 
technical services to be supplied by the licensor, shall be as follows ... (a clear 
definition of the scope of the technical assistance is to be given here. If 
necessary, a detailed explanation of it aay be appended. When technology transfer 
in several different forms is involved, including basic engineering. detail 
engineering. authorization for the use of trade marks and the exploitation of 
patents, technical knowledge and other services, a description thereof, with a 
reference to this article, is to be appended). 

3.2 Within ... days following the entry into force of this contract, the licensor 
shall provide the licensee with the following technical information and 
documentation ••. (details of the docuaentation, such as specifications, drawings, 
photocopies, reference lists, flow charts, foraulae, manufacturing data, etc. are 
to be given here and included in an appendix. The aanner and fora in which such 
documentation is to be supplied should also be specified, including the number of 
copies, etc.) 

3.3 Within a period of .••••••• the licensor shall provide technical information 
or other data, as set out below: ••••• (if the technical documentation is to be 
supplied in two or more stages, the detailed information to be furnished at each 
stage is to be indicated). 

3.4 In addition to the assistance provided under this contract, the licensor shall 
Lender assistance to the licensee in connection with the design of the product, 
design and engineering of the plant and its operation, information on marketing, 
packaging, etc. through •embers of the licensor's staff duly qualified to carry out 
such activities. 

(The foregoing shall include prov1s1on for associating the licensee's enginee~nd 
technical personnel closely with the branch of design in which the licensor 
operates. Specialized training progra .. es for the starting-up and normal operation 
of the plant shall include everything considered necessary with regard to technical 
practice. 

3.5 The licensor agrees to train •••. persons from the staff of the licensee at 
the licensor's plant for the following periods •••• (the said training shall be so 
pr09ra111Ded as to ensure the transfer of manufacturing methods and techniques 
allowing of the proper manufacture of the products covered by this licence and 
shall be carried out at the licensee's expense, in successive stages, as arran~ed. 
The selection of the pe1sonnel for training shall be the responsibility of the 
licensee, who shall also pay the travel costs of the licensor's personnel from 
their workplace, together with subsistence allowances and accommodation costs). 

4. TERRITORY 

4.1 The licensor grants to the licensee the exclusive/non-exclusive right to sell 
the products covered by this licence in Mexico and in all other countries, except 
where the licensor has signed exclusive licensing contracts for aanufacture and/or 
sale. A list of the countries in which the licenser~ is not authorized to sell the 
products covered by this licence is to be provided here. 

5. IMPROVEMENTS 

5.1 The licensor undertakes to pass on to the licensee, without cost, full 
infoiaation and details concerning any i•prove•ent effected in the •anufacturing 
processes and techniques while the contract is in force; such improvements shall 
include n~w patents during the period of validity of the contract. 
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5.2 In cases whei:e impi:ovements. including new patents. ai:e effect~d by the 
licensee dudn9 the pei:iod of validity of the ccnti:act. the liccnsoi: shall be 
entitled to all such impi:oveaents. in which case the licensor agi:ees to remunerate 
the licensee pi:opoi:tionally on terms no less favourable to the licensee than those 
provided foi: the licensoi: under this contract. 

6. PAYMENTS (in consideration of the technology) 

6.l In consideration of the expertise and technology transferred in accordance 
with the terms of this contract, the licensee shall pay to the licensor the sum 
of .•• in --- instal•ent(s) and/or a royalty at the rate of --- per cent of the 
value of the net sales of the manufactured products covered by this contrz~t­
(Where applicable, the for• of payment agreed between the licensor and the licensee 
is to be noted). 

6.2 No minimum royalty shall be j?Clyable/A m1n1mum annual royalty at the rate 
of ••• shall be payable from the date on which this contract comes into effect. 

7. EFFECTIVE STARTING DATE OF THE CONTRACT 

The contract shall come into force from the date on which it is signed, or 
from the date on which the first payment is made in compliance with Article 6. 

8. CURRENCY OF PAYMENT 

Payments to be effected under this contract shall be made in ___ , in 
accordance with the provisions of Article 6. 

9. DURATION OF THE CONTRACT 

This contract shall run for ••• ye~~s from the date on which it is signed/from 
the date on which it coees into effect/from the date on which the manufacture of 
the product(s) covered by the contract begins. 

10. WARRANTIES 

10.l The licensor hereby warrants that the engineering data, services and technical 
information relating to the aanufacturing processes will be complete and adequate, 
so as to enable the licensee to manufacture the products covered by this contract 
and to achieve a production level of ••• (this should be specified whenever the 
warranties relate to specific production levels achieved on the basis of given 
processes or technology). 

10.2 The licensor undertakes to provide the licensee with such technical advice and 
other assistance as may be required for the fulfilment of this warranty. 

(In connection with contracts involving technology transfer in various for~s, 
including engineering services, etc., specific operational warranties should 
normally be given, including provision for compensation or specifying penalties in 
the event of default.) 

10.3 The licensor warrants that the technology to be supplied in compliance with 
this contract foe the design/manufacture of the products covered thereby will be of 
a high standard of quality and in full conformity with the technology being used by 
the licensor for similar manufacturing purposes. 
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11. PATENTS 

11.l The transfer of technology or know-how by the licensor under the terms of this 
contract includes the assignment to the licensee of the rights pertaining to all or 
any of the licensor's patents relating to the technology transferred. (A list of 
the patents covered by this contract is to be appended.) 

11.2 The licensor shall. during the period of validity of this contract, hold the 
licensee and his agents. employees, etc. harmless and indeanify them against any 
claim or liability arising in the event of alleged infringement of any patent right 
held by a third party, in Mexico or elsewhere, in connection with the manufacture 
and sale of the products covered by this licence. 

In the event of any claim, the licensee shall immediately report thereon, and 
the licensor and licensee shall deal jointly with any negotiations, disputes and 
legal proceedings arising therefrom. The licensor shall refund to the licensee, 
within(? ... )days of the receipt of the claims accompanied b~ the necessary 
documentation, any sum that the licensee may have to pay to any third party as a 
result of the aforesaid legal proceedings, including any costs and fees connected 
t~~rewith. The licensor further undertakes to defend the licensee against any 
third-party claim connected with the licensor's patents relating to the products 
covered by this licence and shall compensate the licensee for any costs incurred in 
such defence. 

12. TRADE HARKS AND TRADE NAMES 

The licensee shall be authorized to use the trade names ••• registered by the 
licensor for the products covered by this licence in sales within the country/or 
for export or internal sales and exports during tbe period of validity of this 
contract (the trade name is to be specified). 

13. CONFIDENTIALITY 

The licensee undertakes to preserve the confidentiality of all designs, 
drawings, technical information and know-how furnished by the licensor and shall 
not divulge any part thereof, with the exception of information normally required 
for the sale and use of the products covered by the licence. The licensee shall 
place his staff and employees under a strict obligation not to divulge the 
know-how, in any case during the period of validity of the contract. 

14. SUB-LICENSING 

-The licensee shall (or shall not) be authorized, in case of need, to 
sub-license the technical know-how under this contract to any other firm or firms 
in Mexico. The terms of any such sub-licensing shall, however, be mutually agreed 
among the parties concerned, including the licensor. 

15. APPLICABLE LAW 

This contract shall be iraterpceted and governed by the laws of Mexico. 

16. LANGUAGE 

This contract has been drawn up in English and in Spanish and the 
English-language version shall be considered to be the original. 
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17. ASSIGNABILITY 

This contract may not be assigned by either party without the prior agreement, 
in writing, of the other party, it being understood that such agreement shall not 
be unreasonably withheld as a result of a change in the ownership of either party, 
and that the successors of both parties shall be obliged to comply with the 
obligations of the parties under this contract. 

18. MOST FAVOURED LICENSEE 

The licensor undertakes that, should a licence be granted or know-how 
transmitted, by virtue of a contract concluded with any other licensee in 
connection with the products covered by this licence, on terms more favourable than 
those laio down in this contract with respect to payments for technoloqy, the 
fixing of prices for components and semi-finished products, and so on, the said 
terms in so far as they may be more favourable than those stipulated in this 
contract, shall also be extended to the licensee under this contract for the 
remainder of the period it has to run. 

19. FORCE MA.JEURE 

Performance of this contract shall be subject to the effects of force majeure. 

20. TERMINATION OF THE CONTRACT AND RESIDUAL RIGHTS 

20.l This contract shall terminate on expiration of the period of its validity 
(10 years). Upon expiration of the contract, the licensee shall be entitled to 
continue using the know-how furnished by the licensor during the period of its 
validity, including rights to the licensor's patents which remain in force atJ:.l;:e 
date of ter•ination, until the lapse of any of the said patents. 

20.2 In the event of bankruptcy, liquidation, insolvency or assignment, and for the 
benefit of the creditors of either of the parties, the other party may terminate 
this contract by written notice serv~~ ••• days in advance. 

20.3 If either of the parties should fail to remedy any significant omission within 
a period of ••• days, the other party may terminate or cancel the contract 
immediately, in writing, without prejudice to any action for damages which that 
party may bring against the defaulting party. 

21. ARBITRATION 

Any disputes ar1s1ng between the parties in connection with the executi~~ 
and/er interpretation of this contract shall be submitted to a board of thr 
arbitrators, one being appointed by each of the parties and the third on th 4Sis 
of mutual agreement. The board of arbitrators shall sit at ••. and shall 
deliberate without procedural formalities and guided by considerations of eq :y. 
It shall be based in a country that is neutral to that of the licensor or shall 
operate through the International Chamber of Commerce or a similar agency. 

22. NOTIFICATIONS AND CORRESPONDENCE 

~11 notifications and correspondence required for the purposes of this 
contract shall be in English and addressed as follows: .•••••.......•..•. 
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GUIDELINES FOR DRAFTING AGREEMENTS ON TRANSFER 

OF TECHNOLOGY, PATENTS AND TRADE MARKS 

PERU 
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REPUn LlC 0 F PERU 

Ministry of Economic and Financial Affairs 

GUIDELINES FOR DRAFTING AGllEatENTS ON TRANSFER OF TEQINOLD~ • PAThNTS 
AND lRAD E KARICS 

The following is an agreement drawn up and s igued on tne ••••••••••••• day of 
tne .ootb of •••••••••• of ••••• between ••••••• (naae of cne licenser) ••••••• ,a 
fira duly establist:.ed and operating under cne laws of ••• (ii.censer's country) •••• 
with residence at ••••••••••• (licenser'~ address) ••••••••••• , hereinatter termed 
tne "LICENSER", and tne ••••••••••• (name of tne licensee) ••••••••••• , a firm duly 
established and operating under cne laws of the Republic of Peru, with residence at 
••••••.•..•.•...•..•................••......... , nereinafcer term!d tne "Ll~MS£~'. 

WHEREA.5 CLAUSE 

Wnereas tne LICENSER. has been engaged for several years in the development, 
manufacture and sale of •••••••••••••••• (names of cne products) ••••••••••••••••• , 
and possesses considerable technological experien ~ in connection with tne products 
• • • • • • • • • • • • • • • • • • • • • • • .. ••••••••••••••• 1 

Whereas the LICENSER. is Che owner of ••••••••••••••••••••••••••• (trade .. rks, 
patents); 

Whereas the LICENSEE wishes to manufacture the products, receiving and using 
the know-how and technical assistance necessary, and to market them witn the 
trade marks •••••••••••••••••••••••••••••• , in the form established further on; 

lillereas cne LICENSER is prepared to provide me LICENSEE with know-how, 
technical assistance and a licence to use the trade marks ••••••••••••••••••••• 

CLAUSE I: DEF !NIT IONS 

For the purpose of tnis Agreement, the following terms shall nave the meanings 
described below-:. 

A. LICENSED PRODUctS (list the products) 

JS. TRADE MARKS 

shall mean certain trade marks that are registered in c.ne name of tne LlC::l'SEll 
with the COlllpetent national organization of the Republic of Peru, as indicated 
bel.:.I~ 

........................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . 

. . . . . . . . . . . . . . . . . . . . . . . . . . 
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C. PATENTS 

sball mean certain patents that are registered in tne name of the LICENSER. 
with tbe natiooal competent organization of tne Hepublic of Peru, as 1.11dicated 
below: 

.......................... 

D. KNOl-HCM 

shall cover information of a canfidential nature on industrial and/or 
co-ere ial formulae, processes and tecbn iques ; (the range runs from cnemica l 
"orailae to special manufacturing techniques, including confidential informat&.uu, 
trade secrets, laboratory reports, production specificatioos, specifications foe 
rw materials, procedures and standards for quality control, designs etc.). It 
also includes adainistrative, financial and comaercial systems. 

E. IEQUHCAL ASSISTANCE 

sh.all mean tbe services prcwided by the LlCENSF.ll, consisting of vlSits by 
technical staff mo shall give advice on a peraanent basis tbrougnout the period 
tbe Agreement. TDe technical assistance is related to tbe duties of superv15mg 
production and/or aarlteting and training the personnel of tbe 1.ICEMSEE's or 
LICENSER.'s plant. 

F. OTHER DEFINITIONS: such as NET SALES, etc. 

CLAUSE 11: PURPOSE OF THE AGREEM£NT 

ot 

Throughout the tera of the present Agreement, tb.e LICENSER shall undertake to 
provide k.nov-now, technical us istance • trade aarks and/ or pa tent licences etc. for 
the manufacture and marketing of the licensed products. 

CLAUSE lll~ SOOPE OF TtlE TECHl«>LOGY 

The LICENSER bound by tne terms and conditi.ons of th is Agreement shall provide 
the LICENSEE vitb •••····•······•·•······•········································· 

(tlere there should be a clear definition of the scope of tne technology to be 
provided in different for•, including knov-now, tecnnical visits aud traming, 
quality control etc.) 

(There should also be included a clause on tne training of the LlctNSt:E' s 
staff as established by the next training progra-, w1u.cn snaU include, 
inter alia, the following points: 

l 
~ 

I 



• 
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(a) Specific and general objectives 

(b) Schedule of activities 

(c) tiae within wic:h the training Should be completed 

(d) Place (outside and/or inside the country) 

(e) General requireaents for the staff Who will be giving tne trammg 

(f) General requirements for tne staff vno will receive tne training 

(g) Methods of training 

(h) Otners) 

CLAUSE IV: TERRITORY 

Tbe LICENSER shall grant the LICENSEE the exclusive (non-exclusive) rignt to 
sell the licensed products in Peru and in all other countries wi tnout limitation. 

CLAUSE V: INNOVATIONS AND l!lPROVEKENTS 

The LICENSER. undertakes to transmit to the LICENSEE without any additional 
costs all infor•tion and details relating to any improvement in tne processes and 
techniques of manufacture during the tera of tbe contract, with sucn improvements 
including new patents or applications for patenu. 

CLAUSE VI: WARAN'IEES 

The LICENSER. shall guarantee that the technology to be supplied under this 
Agreement shall be of hign quality and up to the standard of tne tecnnology used 
for similar •nufactured products. Mevertneless, the LICENSER snall have the right 
to make any cnanges necessary to adapt the tecnnology to his own production 
conditions and to the exigencies of the market. (In the case of agreements 
involving engineering services etc. it is normal to provide specific guarantees of 
operation establishing penalties for non-compliance.) 

CLAUSE VII: OONFIDENTIALITY 

The know-how provided by tne LICENSER is confidential and shall only be used 
by the LICENSEE. The LICENSEE shall show sufficient care to ensure that any 
technical information or otner technical data received from tne LICENSER is not 
tr. ·.ismitted to third parties during me term of the contract. 

Q.AUSE VIII: ROYALTIES 

The LlCENSEE shall pay the LICENSER a royalty equivalent to ••••••••••••••••••• 

(Here the parties must indicate the form of payment witn a breakdown of tne 
contractual value of each item involved in tne technology transfer that may be of 
relevance for purposes of licensing (trade mark, patents, know-now and tecnnical 
assistance).) 
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To determine the royalty there must be specificati.oo of the amount on wtuch to 
base t!le calculation, which may be net ~ales, volume of production etc. 

CLAUSE IX: TERM OF AGREEMENT 

The term of this Agreement snall be a period beginning on the actual date of 
it and continuing for ..•••.••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

(Here tne parties 11a1st specify the term of the contract, which shall not 
exceed 5 (five) years.) 

Ci.A.USE X: LAWS, JURISDICTION AND ARJ>ITRATION 

The terms of this Agreement shall be construed in conformi.ty with tne !aws and 
courts of Peru, under the juri.sdicti.on of whi.cn tne parties agree to place 
themselves. 

CLAUSE Xl: LANGUAGE 

Tne version of the Agreement legally bi:.,ding on the parties snall be the 
Span i.sn version. 

Cl.AUSE XU: 'IERKIHATION 

(Here the parties 111.1st specify the grounds for advance termination of the 
Agreement, wnich shall be COlllD\Dlicated to <X>NlTE within a period of not more tnan 
30 (tnirty) days.) 

In evidence of wnich tne authorized representatives of the parti.es have hereby 
signed the Agreement in •••••••••••••••••••••• on tne day and year •••••••••••••••• 

ior the LICENSEE 

For the LICENSER 

l 
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MODEL LICENSING AND TECHNICAL ASSISTANCE AGRE£KE!..'T 

PHILIPPINES 
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THIS AGREEMENT made as of this ....... day of ..............• 
19 ..... between: .................................................... . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . and .................... · · · · · · · - · · · · 
WITNESSETH THAT: 

WHEREAS, The Licensor has developed certain processes, methods, 
formulae and techniques used in manufacturing, storing and handling 
(description of the Process) and possess substantial valuable knowledge of 
a specialized nature relating to basic operational technical aspects of 
such processes, methods, formulae, techniques and reputation relative to 
the manufacture of ............... ; 

WHEREAS, Licensor is and has long been engaged in the manufacture 
of articles of ........ and in the sale of such articles in the ....... and 
elsewhere under the trademarks• ....... • and other trademarks or 
tradenaaes referred to herein; 

WHEREAS, the Licensee desires to obtain, and the Licensor is 
willing to grant, a license for certain industrial property rights and to 
supply certain knowhow, technical information, and technical services and 
assistance to enable the Licensee to manufacture the product; and 

WHEREAS, both the Licensor and the Licensee believe that it will 
be of mutual advantage for the Licensee to be granted an/a (exclusive or 
non-exclusive) right by licensor to manufacture and sell the product; 

NOW, THEREFORE, in consideration of the above premises and of the 
mutual covenants and conditions, herein contained the Parties hereto have 
agreed and do by these presents agree as follows: 

Article l - DEFINITION 

For purposes of this Agreement, the following terms shall have the 
following meanings: 

A. •Technology• means the technology reflected in the 
invention(s) and industrial des~.gn(s) that is(are) the 
subject(s) of the patent(s) as well as the technology 
reflected by the knowhow. 

B. •Patents• mean those letters patent, utility models 
presently owned or hereafter acquired by the Licensor or in 
respect of which the Licensor has or may have the right to 
control or to grant licenses during the term of the 
Agreement which are applicable to or may be used in the 
manufacture of the product/application of the process, 
(include as a schedule list of patents covered). 

C. •Trademarks• mean the trademarks listed in Schedule No ..... . 
hereto. 
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D. "Knowhow• means all the manufacturing knowledge, whether in 
the form of unpatented inventions, formulae, procedures and 
methods, current and accumulated skills or experience 
hereafter acquired insofar as may be necessary to the 
Licensee in the manufacture, use, sale or other disposition 
of the Licensed product. 

E. •improvement" means any technological advance which is not 
reflected in an invention or industrial design that is the 
subject of the patent(s) but which is patentable or is the 
subject of a patent granted of an application for the grant 
of a patent. 

F. "Licensed Product" means (description of the Product), which 
is manufactured, assembled, used or sold (under this 
License) in accordance to the technology and information 
furnished pursuant to this Agreement. (If a long list of 
products is involved, attach as a schedule). 

G. "Licensed Territory• means the Philippines and any other 
country or countries where the right to manufacture the 
licensed product is granted herein. 

H. "Licensed Sales Territory" means the Philippines and any 
other country or countries to which the export of licensed 
products may be made. 

I. "Net Sales" (Standard Registry definition) - invoice value 
based on actual sales minus: (a) trade, quantity or cash 
discounts and broker's or agent's commission, if any; (b) 
return credits and allowances; (c) tax, excise or other 
government charges; and (d) freight, insurance and packaging 
expenses. 

Article II - LICENSE GRANTS 

A. Licensor grants to Licensee an/a (exclusive/non-exclusive) 
license to manufacture Licensed Products in the Licensed 
Territory and to sell for use or use itself in the Licensed 
Sales Territory such licensed products and parts thereof. 

B. Licensor agrees to communicate or cause to be communicated 
to the Licensee all the knowhow subject to this Agreement 
not already heretofore communicated. 

Article Ill - TECHNICAL INFORMATION 

A. Licensee shall be entitled to receive data, knowhow, 
formulations, and other assistance an set forth below with 
respect to licensed products. 

B. Licensor shall, furnish within a reasonable time the 
following information relating to licensed products: 

a) raw materials or ingredients used in the manufacture 
of Licensed products; 
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b) steps or processes involved in the manufacture ot 
Licensed Prcducts; 

c) results of technical inv~stigations, tests, and 
researches conducted by licensor with respect to 
Licensed Products; 

d) any information concerning changes, modifications or 
improvements of the Licensed Products; 

e) 
f) 
g) 
h) 
i) 

Article IV - TECHNICAL ASSISTANCE 

A. During the tena of this Agreement, the Licensor shall 
provide and C<>lmllUllicate to the Licensee all technical 
assistance required for the satisfactory manufacture of the 
licensed products, the marketing of the same and generally 
for the efficient operation of the Licensee's business. 
Such assistance may include but not by way of limitation, 
advice and services (given verbally or in writing) or the 
provision of samples, manuals, models, plans, papers and 
other materials in the following fields: 

a) 
b) 
c) 
d) 

B. At the request of Licensee.. Licensor shall give on-the-job 
technical aid instruction to selected employees of licensee 
with a view to have them obtain and/or maintain the level of 
competence and experience required for the licensee to 
satisfactorily manufacture and market the licensed product 
and operate its business efficiently, at such times, for 
such periods and in such plant of Licensor in the (location) 
as may be determined by Licensor after consultation with 
Licensee but only to the extent permitted by law, and other 
commitments. Such instruction shall be without cost to 
Licensee, except that Licensee shall pay all salaries, 
travelling and living expenses of its employees while 
receiving said on-the-job tnstructions. 

C. Upon request by Licensee, Licensor shall send to the 
Licensed Territory subject to mutually acceptable 
arrangements as to the~.~ timing and likewise, subject to 
prior approval of the Philippines' Technology Transfer 
Registry or other appropriate agencies of the Philippine 
Government, its technical or other experts for tooling-up or 
for training the Licensee's staff or for inspecting the 
Licensee's plants or for assisting the Licensee on any 
problem or matter. which requires on-the-spot assistance, 
such as in cases of emergency caused by difficulties or 
important irregularities in the production or in the quality 
of products. 
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D. The licensee agrees to bear for such technical personnel 
(expenses related to dispatch of foreign technician in the 
Philippines) . 

. . . . . . . . . . . . ·* 

Article V - PATENTS AND TRADEMARKS 

A. Licensor grants Licensee the right to the patents covering 
the manufacture of licensed products. 

B Licensee shall have the right to use the trademark/s owned 
by Licensor in connection with the Licensed Product provided 
the form and method of use shall be decided upon in advance 
by agreement between the Licensee and Licensor. 

C. The Licensee shall use the trademark/s precisely as spelt or 
drawn by Licensor and shall observe any reasonable 
directions given by the Licensor as to the color and size of 
the representations of the trademark and manner and 
disposition thereof on the product or its containers. 

D. Licensor shall defray all patent and trademark/s costs and 
expenses assessable against or incurred by Licensee in 
obtaining, owning under Licensor's name and maintaining the 
patents and trademark/s, including filing, prosecution, 
working and maintenance costs. 

Article VI - CONSIDERATION 

A. In consideration of the rights, licenses and assistance 
granted, hereunder the Licensee shall pay to the Licensor as 
from effective date a remuneration equivalent to ........ of 
the net sales (or other royalty base) of the Licensed 
Products manufactured and sold by the Licensee. 

B. Any withholding taxes payable in the Licensed Territory on 
the remuneration under A shall be for the account of the 
Licensor. 

C. All amounts payable hereunder shall be paid in (currency) 
funds subject to the rules a"\d regulations of the Central 
Bank of the Philippines. 

D If Licensee is prohibited from making any payment hereunder 
in (currency) funds, it shall immediately notify Licensor 
thereof and such payment shall be made in the currency 
selected by Licensor and permitted by Philippine laws. 

* Kay not be included 
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E. The conversion from Philippine pesos to (currency) funds 
shall be at the official rate of exchange prevailing at the 
date of remittance. 

F. The Licensee shall keep true and accurate files and books of 
account or other records containing all the data reasonably 
required for the full computation and verification of the 
amounts to be paid and the information to be given in the 
statements provided for herein. 

G. Tta- Licensee, shall during the usual business hours, permit 
the Licensor or Licensor's representative to inspect the 
same adequately for the sole purpose of determining the 
amounts payable by the Licensee. In lieu of inspection by 
the Licensor's representative, the Licensor shall have the 
option to have such inspection made at Licensor's expense by 
an independent auditor mutually acceptable to the parties 
hereto. 

Article VII - WARRANTIES 

A. Subject to the terms and conditions hereinafter set forth, 
the Licensor warrants that the technology if used in 
accordance with Licensor's specific instruction is suitable 
for the manufacture of the licensed products pursuant to 
this Agreement. 

B. The Licensor also warrants that on the date of signing of 
this Agreement to the best of its knowledge, it is not aware 
of third parties' valid patent rights or similar protection 
for inventions which would be infringed upon by Licensee's 
use of the technology subject of this Agreement. 

C. It is understood and agreed that the warranty setforth above 
shall only apply if the product is manufactured in 
accordance with the specifications therefore and with the 
know-how and the technical information, technical services, 
assistance to be furnished under this Agreement. 

Article VIII - IMPROVEMENTS AND DEVELOPMENTS 

A. The Licensor shall furnish to the Licensee, all information 
on improvements and developments in techniques and processes 
made on licensed products or acquired by the Licensor during 
the term of this Agreement whether patentable or not. 

B. The Licensee on the other hand, agrees to inform the 
Licensor of the facts of and to furnish the Licensor subject 
to a mutually agreed upon fee, all information made on 
improvements P.;' developments made or acquired by the 
Licensee durinb t:he term of this Agreement. 

C. Each of the parties undertakes to inform the other in good 
faith and without reservation of any use of the Licensed 
Products not envisaged by him at the time when this 
Agreement was made which subsequently appear to him 
practicable or which he promises to put into effect. 
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D. Nothing hereto shall restrict licensee from undertaking R&D 
activities designed to adapt the technology subject of this 
agreement to local conditions or to initiate R&D programs in 
connection with new product processes or equipment. 

Article IX - EXPORT RIGHT 

A. Licensee may directly or indirectly export the products 
manufactured under this Agreement except to countries where 
such export will result to an infringement of either party's 
industrial property rights or where exclusive licenses to 
use the technology in those countries have already been 
granted by the Licensor. 

Article X - DISCLOSURE, COMMUNICATION AND USE OF TECHNICAL INFORMATION 

A. During the term of the Agreement the Licensee shall: 

1) not disclose or communicate the technical information 
of the Licensor which has been or may hereafter be 
made available to the Licensee directly or indirectly 
under this Agreement and which, at the time it is made 
available to the Licensee is specified by the Licensor 
and the Licensee as not to be disclosed or 
communicated to others. 

2) use its best efforts to prevent duplication or 
disclosure of any such technical information except to 
third persons approved by Licensor in writing as 
authorized to receive the same and who to the 
satisfaction of the Licensor shall have agreed not to 
disclose the same. 

3) limit access to such technical information to those of 
its employees as may reasonably require the same for 
use under this Agreement. 

4) not use any of such technical information for any 
purpose other than for the manufacture of Product. 

5) not make or cause to be made known to any third person 
any correlation or identity which may exist between, 
on the one hand, technical information supplied by the 
Licensor pursuant to this agreement and, on the other 
hand, any other technical information now or hereafter 
made available by third persons. 

B. The preceding obligations shall cease on the publication by 
the Licensor or any third person of information comprising 
or being part of the technical information to the extent of 
such publication (or of the Agreement by both parties that 
such information or part thereof is, or has become, a part 
of the public domain). 

C. Nothing contained herein shall in any way restrict or impair 
the Licensee's right to use, disclose or otherwise deal with 
any technical information received, directly or indirectly, 
from the Licensor, which: 
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1) at th~ time of its receipt is, or which thereafter 
becom~s. part of the public domain by publication or 
otherwise, or 

2) the licensee can show that such was on its possession 
at the time of receipt and was not acquired directly 
or indirectly from the Licensor, or 

3) is independently made available to the Licensee after 
the time of receipt fro~ the Licensor by a third 
person as a matter of right and which did not 
originate with the Licensor. 

Article XI - INFRINGEMENT 

A. The Licensee shall promptly advise the Licensor in writing 
of any notice or claim of infringement and of the 
commencement of any suit or action for infringement of any 
patent against the Licensee which is based upon the use of 
any invention that is the subject of the Patent(s) or of any 
patent of an improvement granted to the Licensee and which 
is used by the Licensee under the authority and in 
accordance with the terms of this Agreement. 

B. The Licensor shall upon receipt of such notice and if 
promptly requested in writing so to do, undertake at its own 
expense the defense of any such suit or action and the 
Licensee shall have the right to be represented therein by 
advisory counsel of its own selection at its own expense. 
The Licensee agrees to cooperate fully in the defense of any 
such suit or action and to furnish all evidence in control. 

C. In the event the Licensee undertakes the defense of any such 
suit or action against it, the Licensor shall nevertheless 
bear the expenses of, and fully cooperate in, such defense 
and shall have the right to be represented therein by 
advisory counsel of its selection. 

D. Neither the Licens~r nor the Licensee shall settle or 
compromise any such suit or action without the consent of 
the other if the settlement or compromise obliges the other 
to make any payment or part with any property or assume any 
obligation or grant any license or other rights or be 
subject to any injunction by reason of such settlement or 
compromise. 

E. The Licensor will release, acquit and discharge the Licensee 
from any and all claims or liabilities for infringement or 
alleg&d infringement of the Patents prior to the date of 
validation by the Philippine Government authorities of this 
Agre~ment. 

Article XII - EFFECTIVITY 

This Agreement shall be effective for a period of ....... years (not 
exceeding five (5) years) from date of ...................... (execution or 



- 70 -

approval by appropriate government authority). Any renewal thereafter 
shall be subject to prior approval of the Technology Transfer Registry of 
the Philippines. 

Article XIII - TERMINP.TION FOR CAUSE 

A. In the event of failure or neglect of either party hereto to 
fulfill any of its obligations under this Agreement and if 
the other Party gives written notice of such default, then 
if such default is not cured within (period of time) 
after giving of such notice, the party giving such notice, 
shall have the right to terminate this Agreement at any time 
thereafter, provided the default is still in existence, by 
giving written notice of such termination to the defaulting 
Party. 

B. If either of the Parties hereto becomes insolvent or makes 
an assignment for the benefit of creditors or proceedings in 
voluntary or involuntary bankruptcy are instituted on behalf 
of or against the said Party or a Receiver or Trustee of the 
said Party's property is appointed, this Agreement shall 
forthwith terminate without further action or notice. 

C. Termination of this Agreement for any reason shall not 
release either party from any liability which at the 
effective date of termination may have already accrued to 
the other party nor shall such termination affect or 
prejudice either parties rights which may already have 
accrued as of the effective date of such termination. 

Article XIV - FORCE KAJ~'URE 

The parties agree that they will car?:Y out their obligations under 
this Agreement correctly and punctually and with due diligence. They 
further agree that neither party shall be liable to the other for any 
loss, injury, delay. damages or other casualty suffered or incurred by the 
other party due to strike, irregular, industrial action, short of strike, 
l'iots, civil disturbance, fires, storms, explosions, acts of God, war 
whether declared or undeclared, supersedi~ legislation, governmental or 
other regulations and directives or any ot~er similar cause beyond the 
reasonable control of either party and any failure or delay by either 
party in performance of any of its obligations under the Agreement due to 
any of the foregoing causes shall not be considered as a breach of this 
Agreement. The party excused from performance by any of the foregoing 
causes shall promptly and diligently resume performance of its obligations 
heteunder as soon as the cause or causes excusing non-performance shall 
have been removed or terminated. 

In such event, both parties will make the best possible 
arrangements by mutual agreement and according to the circumstances. 

Article }flJ - GOVERNING LAW AND ARBITRATION 

A. The terms of this Agreement, its interpretation and the 
enforcement of any right arising hereunder shall be governed 
by the Laws of the Republic of the Philippines. 
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B. The parties agree that in all matters relating to this 
Agreement. whether during its subsistence or after its 
termination, and also in all matters concerning the 
provisions of this Agreement where any question or dispute 
or difference shall arise between the parties. every such 
question. dispute or difference shall be settled in mutual 
good faith. In case of failures by the parties to reach an 
amicable settlement. such difference or dispute shall be 
finally settled through a Board of Arbitrators in accordance 
with the Procedure of Arbitration of the Arbitration Law of 
the Philippines, (or the UNCITRAL; or the Rules of 
Conciliation of the ICC). The venue of the arbitration shall 
be the Philippines. 

C. In the event of litigation. the venue shall be the proper 
courts in the place where Licensee holds its principal 
office. 

Article XVI - SEVERABILITY CLAUSE 

In the event of a conflict between any provision of this Agreement 
and any pertinent law, regulation. ordinance or decree, the provision of 
this Agreement so affected shall be regarded as null and void or shall be 
curtailed and limited to the extent necessary to bring it within the legal 
requirements but otherwise it shall not render null and void other 
provisions of this Agreement. 

Article XVII - NOTICES 

Notices to either party required under the terms of this Agreement 
shall be deemed sufficiently made if mailed to the appropriate party at 
the following respective address: 

Licensor: 

Licensee: 

In witness whereof, these presents consisting of this and the 
............... preceding pages are subscribed as follows: 

For and in behalf of 
Licensor 

By: ................... . 
At: ................... . 
On: ................... . 

For and in behalf of 
Licensee 

By: .................... . 
At: .................... . 
On: .................... . 


