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Introduction

[1] Vecro Canadalnc. (“VCI”) was in the business of manufacturing and selling
fastening products mainly for the auto industry. VCI paid royalties under a License
Agreement to Velcro Industries BV (“VIBV”), previoudy a resident of the
Netherlands, for the use of Velcro Brands Technology. In 1995, VIBV became a
resident of the Netherlands Antilles and in October, 1995 assigned the License
Agreement to Vecro Holdings BV (“VHBV”), a subsidiary resident of the
Netherlands. Canada does not have a tax treaty with Netherlands Antilles. Between
1996 and 2004, VCI paid royalties to VHBV which in turn paid approximately 90%
of that amount over to VIBV. Any royalties paid by VCI to VIBV would be subject
to awithholding tax of 25%. Canada does have a tax treaty with the Netherlands and
under that treaty, VCI withheld and remitted a reduced rate of tax of 10% of the
royalties paid to VHBYV for the 1996 to 1998 taxation years and nil for 1999 and
subsequent taxation years. VHBYV is of the view that it is the beneficial owner of the
royalties, the Respondent has the contra view that VIBV is the beneficia owner, and
V CI therefore should have withheld and remitted atax of 25% of the royalties paid to
VHBYV, as required by the Canada-Netherlands Convention (“ Convention”).

Facts:
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[2] VCI was in the business of manufacturing and sdlling Velcro® fasteners
mainly for the auto industry. VIBV was the owner of Velcro Brands and technology
and entered into a License Agreement with VCI in 1987 (“License Agreement”) so
that VCI could use the Velcro® brand fastener technology in Canada.

[3] From 1987 to October 1995, VCI paid royaties to VIBV and withheld tax at
the applicable rate pursuant to the Convention. A reorganization of the Velcro group
of companies occurred on October 26, 1995 with VIBV becoming a resident of
Netherlands Antilles. On October 27, 1995, VIBV signed an Assignment Agreement
(“Assignment Agreement”) with VHBY whereby VIBV assigned to VHBYV itsrights
and obligations under the origina License Agreement so that VCI would pay
royalties to VHBV under the original License Agreement but subject to the
Assignment Agreement.

[4] AsVHBV was aresident of the Netherlands, VCI continued to withhold tax
from royalties at the rate of 10% pursuant to the Convention. The royalty rate was
changed from 10 percent to zero in December 1998, which resulted in VCI ceasing to
withhold any tax from the royalties.

[5] VIBV and VCI entered into a new License Agreement (“New License
Agreement”) effective October 1, 2003, which superseded the License Agreement.
Also, effective October 1, 2003, VIBV and VHBYV entered into a new Assignment,
Assumption and License Agreement (“New Assignment Agreement”). The terms
and conditions of the New License Agreement and the New Assignment
Agreement are similar to the License Agreement and Assignment Agreement.

[6] The licensing agreements granted VCI the right to use VIBV’s intellectual
property to manufacture and sell fastening products in exchange for royalty
payments, with VIBV maintaining ownersnip of the intellectua property.
Specificaly, VCI obtained the right to manufacture, sell, and distribute the licensed
products, and the right to use the licensed trademarks to promote, sell, and distribute
those products. VCI's rights were exclusive in Canada and non-exclusive in other
countries, as described in the agreements.

[7] The royalties owed under the licensing agreement were calculated on the net
sde of the products. In the first agreement, different rates were applied depending on
whether the licensed products were considered “established technology” (5%) or
“new technology products’ (7.5%). There was no such distinction under the second
agreement, with the rate set at 5% of net sales for all licensed products. Royalties
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were to be paid quarterly under the first licensing agreement and monthly under the
second agreement, with both agreements allowing the parties to agree to other timing
for payments. The licensing agreements prevented V CI from conducting research and
development using the licensed products, and required VCI to take any steps
necessary to preserve VIBV'srights over the intellectual property, including advising
VIBV of any potential misuse or infringement. VIBV’s right to assign the licensing
agreements was specifically outlined, while VCI was precluded from assigning the
agreement without first obtaining VIBV’ s written consent.

[8] The “License Agreement” of October 1, 1987 is attached as Appendix A.
Particular reference should be made to:

Articlell  A.  Licenses

Articlelll A. Term

ArticlelV A.  Amount of Royalties owing

ArticlelV  B.  Time and Method of Payment

ArticleV Rightsin License Technology and Licensed Trademarks
Article XI Assignment

Schedule C Royalty Rates

[9] The*Assignment Agreement” of October 27, 1995 is attached as Appendix B.
Particular reference should be made to:

Articlel.  Assignment and License

Article2.  Assumption

Article3.  Rightsretained by VIBV

Article4.  Enforcement of Obligations under Subject Agreement
Article5.  Third Party Beneficiary

Article6.  Royalties

Article7.  Payment Terms

Article8.  Books and Records; Audit.

Article9.  Termination

Article10  Further Assurances

[10] Attached as Appendix C is a letter from VIBV to VCI dated September 29,
1997 inrelation to the License Agreement.

[11] Attached as Appendix D is the new License Agreement effective October 1,
2003.
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[12] Attached as Appendix E is the New Assignment Agreement dated October 1,
2003. Particular reference should be made to Article 6, Royalties.

[13] The first assgnment agreement between VIBV and VHBV was effective
October 27, 1995, the day after VIBV moved its seat to Netherlands Antilles. Under
both assgnment agreements, VHBV was assigned the right to grant licenses for
VIBV’s intellectual property to VCI, and to collect royaty payments from VCI as
payments for these licenses. VHBYV contracted to enforce the terms of the licensing
agreement and to take any steps necessary if VCI breached the contract’ s terms. The
ownership of the intellectual property, however, remained with VIBV, and VIBV
was specified as the express third party beneficiary, with the right to enforce the
licensor’s rights if VHBV failed to do so. To ensure that VHBYV respected the terms
of the assignment agreements, VIBV had the right to inspect VHBV’s books and
records throughout the agreements and for three years after its termination.

[14] In exchange for the rights granted under the assignment agreements, VHBV
agreed to pay VIBV an arm’s length percentage of net sales of the licensed products
within 30 days of receiving royalty payments from VCl. The assignment agreements
specified that the arm’s length percentage was subject to the approva of Dutch tax
authorities.

[15] The Canada Revenue Agency (“CRA”) issued Notices of Assessment in
2006 with respect to 2002/2003 with penalties. Notices of Objection were filed.
Additional Notices of Assessment were issued for 1995 through 2001 inclusive,
plus 2004. The assessed amounts of non-resident tax plus penalties for each year
are asfollows:

Y ear Non-Resident Tax Penalty

1995 $ 270,634 $ 27,063
1996 $ 231,787 $ 23,179
1997 $ 325,043 $ 32,504
1998 $ 448,844 $ 44,834
1999 $1,083,890 $106,389
2000 $1,299,000 $129,900
2001 $1,225,505 $122,552
2002 $1,362,484 $136,248
2003 $1,596,401 $158,940
2004 $ 740,350 $ 74,035

$8,583,938 $855,694
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The assessments/reassessments were confirmed and the Appellant appeal ed.

[16] CRA had assessed the mandatory penalties under subsection 227(8) of the
Income Tax Act (“Act’). The parties are in agreement that the imposition of the
penalties will follow the result. Also initially there was an issue with respect to the
possibility of some statute barment, but the parties are now in agreement that no
Issues are statute barred. Also the parties have agreed that the 1995 assessment
dated October 25, 1996 shall be referred back to the Minister of National Revenue
for reconsideration and recalculation on the basis that VIBV was a resident of the
Netherlands in 1995 and therefore entitled to the benefit of the treaty.

| ssue:
[17] Was VHBYV the beneficial owner of the royalties from V CI from 1996 through
to 2004 and if so, therefore entitled to a reduced withholding rate under the

convention?

Position of the Parties:

[18] Position of the Appellant:

The Appellant takes the position that VHBV was the beneficial owner of the
royalties from VCI for 1996 through 2004 and as such is entitled to the reduced
rate of withholding tax under the convention.

The position of the Appellant is based upon:

1. The test of “beneficial owner” from Prévost Car Inc. v. R.,, 2008 TCC 231,
affirmed in 2009 FCA 57.

2. The Convention, Article 3, section 2;
Income Tax Convention Interpretation Act, section 3;
The Tax Court of Canadas decision in Prévost, paragraphs 95 and 100, and
paragraphs 14 and 15 from the Federal Court of Apped’s decision upholding
Prévost:

3. The application of the definition of “beneficial owner” from Prévost in terms
of
- “possession”
- “use”
- “control”
- “risk”
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4. Thelack of existence of evidence of an agency or nominee relationship or that
VHBYV isaconduit.

[19] Position of the Respondent:

The Respondent takes the position that VIBV rather than VHBYV is the beneficial
owner of the royalties from VCI between 1996 and 2004, and therefore VHBV is
not entitled to the reduced rate under the Convention. The Respondent alleges that
the assessments are correct in relation to VCI for failling to withhold and remit the
withholding tax of 25% of royalties paid to VHBV under section 12 of the Act
since VHBYV was not the beneficial owner of the royalties paid to it by VCI.

[20] The position of the Respondent is based upon three arguments:

1. VHBV does not beneficially own the royalties;

2. VHBYV isan agent or conduit;

3.  VHBV did not exercise the “incidences of ownership” as required by Prévost,
supra.

Applicable Statutes:

[21] The Convention between Canada and the Kingdom of the Netherlands is
applicable because it addresses the issue of royalties. Article 12 of the Convention
addresses royalties as follows:

1 Royalties: Royalties arising in one of the States and paid to aresident of
the other State may be taxed in that other State.

2. However, such royalties may also be taxed in the State in which they arise
and according to the laws of that State, but if the recipient is the beneficial owner
of the royalties, the tax so charged shall not exceed 10% of the gross amount of
theroyalties.

3. Notwithstanding the provisions of paragraph 2:

(@ copyright royalties and other like payments in respect of a deduction of any
literary, dramatic, musical or artistic work (but not including royalties in
respect of motion picture films and work on film, videotape or other means
of reproduction for use in connection with television broadcasting; and

(b) royaltiesfor the use of or the right to use computer software or any patent or
for information concerning industrial, commercial or scientific experience



Page: 7

(but not including any such information provided in connection with the
rental or franchise agreement)

arising in a State and paid to a resident of the other State who is the
beneficial owner of the royalties shall be taxable only in that other State.

[22] The particular relevant sections of the Act are sections 212, 215 and 227 with
the remainders of the sections not quoted herein included in Appendix E.

212. (1) Tax -- Every non-resident person shall pay an income tax of 25% on every
amount that a person resident in Canada pays or credits, or is deemed by Part | to pay or
credit, to the non-resident person as, on account or in lieu of payment of, or in satisfaction
of,

Rents, royalties, etc.
(d) rent, royalty or smilar payment ...

215. (1) Withholding and remittance of tax -- When a person pays, credits or provides,
or is deemed to have paid, credited or provided, an amount on which an income tax is
payable under this Part...the person shall ... deduct or withhold from it the amount of the
tax and forthwith remit that amount to the Recelver Genera on behaf of the non-resident
person on account of thetax ...

215. (6) Liability for tax -- Where a person has failed to deduct or withhold any amount
as required by this section from an amount paid or credited or deemed to have been paid or
credited to a non-resident person, that person is liable to pay as tax under this Part on
behalf of the non-resident person the whole of the amount that should have been deducted
or withheld, and is entitled to deduct or withhold from any amount paid or credited by that
person to the non-resident person or otherwise recover from the non-resident person any
amount paid by that person as tax under this Part on behalf thereof.

227. (8) Penalty -- Subject to subsection 227(8.5), every person who in a calendar year has
failed to deduct or withhold any amount as required by subsection 153(1) or section 215 is
liable to apendty of

(8) 10% of the amount that should have been deducted or withheld; or

227. (9) Penalty -- Subject to subsection 227(9.5), every person who in a calendar year has
failed to remit or pay as and when required by this Act or aregulation an amount deducted
or withheld as required by this Act or a regulation or an amount of tax that the person is,
by section 116 or by aregulation made under subsection 215(4), required to pay isliable to
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apenalty...

Analysis.

The Organization for Economic Cooperation and Development Publications

[23] The Treaty is based on the Organization for Economic Cooperation and
Development’s (“OECD”) Model Tax Convention on Income and Capital 1977
(“1977 Model”). In 1986, the OECD Council adopted the OECD Conduit
Companies Report (“Conduit Report™). As acknowledged by the Federal Court of
Appea in Prévost v. R, supra, the model conventions provide a guide to the
interpretation and application of existing conventions. The Federal Court of
Appedl, in Prévost, supra, asserted that later commentaries can also act as guides,
with certain limitations, stating the following at paragraph [11]:

The same may be said with respect to later commentaries, when they represent afair
interpretation of the words of the Model Convention and do not conflict with
Commentaries in existence at the time a specific treaty was entered and when, of
course, neither treaty partner has registered an objection to the new Commentaries.

There are severa points to be made about the Models, their Commentary and the
Conduit Report:

1 Discussing beneficiad ownership, agents, nominees, and, later, conduit
companies, paragraph 4 in the 1977 Commentary and paragraphs 4 and 4.1 of the
updated Commentary to Article 12 are substantively ssmilar (with some sentences
being identical) to the same commentary in Article 10, oft-cited in Prévost.

2. While the Respondent highlights the fact that VIBV consistently ensured it
retained the ownership of the Licensed IP, in light of the comment in paragraph 8.2
of the updated Commentary it is unclear what the Respondent intends to achieve by
pointing that fact out, as the updated commentary establishes that payments cannot
be properly characterized as royaty paymentsif full ownership istransferred:

8.2 -- Where apayment isin consideration for the transfer of the full ownership of
an element of property referred to in the definition, the payment is not in
consideration “for the use of, or the right to use” that property and cannot
therefore represent aroyalty.

3. Paragraph 7 of both the 1977 and the 2003 Commentary cite a single example
with facts similar to the case at bar:
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... the beneficial owner of royalties arising in a Contracting State is a company
resident in the other Contracting State; all or part of its capital is held by
shareholders resident outside that other State; its practice is not to distribute its
profits in the form of dividends, and it enjoys preferential taxation treatment
(private investment company, base company). ...

The Commentary then poses the question as to whether it is justifiable to extend the
Article's tax exemptions to the party who is the source of the royalties and then
recommends that countries may want to agree to speciad exemptions when
negotiating that take into account the situation described.

4, In discussing the denia of the tax benefits to conduit companiesin Articles 10
to 12 and what traits a conduit might have, the Conduit Report states at paragraph
14(b):

The provisions would, however, apply also to other cases where a person enters
into contracts or takes over obligations under which he has similar functions to
those of a nominee or agent. Thus a conduit company can normally not be
regarded as the beneficial owner if, though the formal owner of certain assets, it
has very narrow powers which render it a mere fiduciary or an administrator
acting on account of the interested parties (most likely the shareholders of the
conduit company).

[24] In Prévost, the Federal Court of Appeal specifically affirmed the following
statement by Chief Justice Rip:

[100] ... When corporate entities are concerned, one does not pierce the corporate
veil unless the corporation is a conduit for another person and has absolutely no
discretion as to the use or application of funds put through it as conduit, or has
agreed to act on someone else's behalf pursuant to that person's instructions
without any right to do other than what that person instructs it, for example, a
stockbroker who is the registered owner of the sharesit holds for clients.
(emphasis added)

After affirming the above paragraph, the Federal Court of Appeal went on to
assert:

[15] ... The Crown, it seemsto me, is asking the Court to adopt a pejorative view
of holding companies which neither Canadian domestic law, the international
community nor the Canadian government through the process of objection, have
adopted.
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The Federal Court of Appeal’s statement is also supported by the Committee on
Fiscal Affairs warnings of the dangers of readily looking through corporations
which is “incompatible with the principle of the legal status of corporate bodies, as
recognized in the legal systems of all OECD Member countries...”. At paragraph
24(i) of the Conduit Report.

Prévost v. R.

[25] The issue in this particular case comes down to the application of the
“beneficial ownership test”. The Appellant and the Respondent are in agreement
that the test to be applied is the “beneficial ownership test” and it comes from
Prévost v. R,, supra, upheld by the Federal Court of Appeal. That case turned upon
the interpretation of the term “beneficial owner” found in Article 10 of the Treaty.
Similar to that Article is Article 12 which requires the recipient of the paymentsin
guestion to be a resident of the other contracting state and a “beneficial owner” of
the royalty payments for the benefits of the Article apply. The Federal Court of
Appeal expressly accepted Chief Justice Rip's formulation in Prévost of the
phrase’ s definition, going so far asto say it

.. captured the essence of the concepts as it emerges from the review of the
general, technical and legal meanings of the terms ...

and emphasized that this formulation aso accords with what is stated in the OECD
Commentaries and in the Conduit Report. The Federal Court of Appeal repeatedly
referred to paragraph [100] of Chief Justice Rip’s decision in Prévost, quoting the
following:

[100] In my view the "beneficial owner" of dividends is the person who receives
the dividends for his or her own use and enjoyment and assumes the risk and
control of the dividend he or she received. The person who is beneficial owner of
the dividend is the person who enjoys and assumes all the attributes of ownership.
In short the dividend is for the owner's own benefit and this person is not
accountable to anyone for how he or she deals with the dividend income. ...
Where an agency or mandate exists or the property is in the name of a nominee,
one looks to find on whose behalf the agent or mandatory is acting or for whom
the nominee has lent his or her name. When corporate entities are concerned, one
does not pierce the corporate veil unless the corporation is a conduit for another
person and has absolutely no discretion as to the use or application of funds put
through it as conduit, or has agreed to act on someone €else's behalf pursuant to
that person's instructions without any right to do other than what that person

instructs it, for example, a stockbroker who is the registered owner of the shares it
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holds for clients. This is not the relationship between PHB.V. and its
shareholders. (emphasis added)

[26] Also, | would note the comments of Chief Justice Rip in Prévost at paragraph
[98] thereof wherein he stated:

[98] In common law, a trustee, for example, holds property for the benefit of
someone else. The trustee is the legal owner but does not personaly enjoy the
attributes of ownership, possession, use, risk and control. The trustee is holding
the property for someone else and that, ultimately, it is that someone else who has
the use, risk and control of the property. Also, in common law, one person may
have a life interest in property and another may have a remainder interest in the
same property. The owner of the life interest receives income from the property
and owns the income; the owner of the remainder interest owns the capital of the
property. Thereis no division of property in common law as thereisin civil law.
The word "beneficial” distinguishes the real or economic owner of the property
from the owner who is merely a legal owner, owning the property for someone
else's benefit, i.e., the beneficial owner.

Beneficial Ownership:

[27] As affirmed by the Federal Court of Appeal in Prévost, supra, when asserting
who is the beneficial owner of the items being considered (e.g. a payment of
dividends or royalties), one must determine who has received the payments for
his’/her own use and enjoyment and assumed the risk and control of the payment
he/she received. Here the focus is on the attributes of ownership of the
payment/item to be considered.

[28] In the scenario such as the one before the Court, where it must be considered
whether the recipient can be considered a conduit, one must take a close look at
where the right to use and the enjoyment and assumption of risk and control of the
payments lie. VHBV signed agreements that it would make payments to VIBV
equal to a certain percentage of the net sales within 30 days of receiving payments
from VCI. The respondent argues that this case can be distinguished from Prévost
because of VHBV'’s contractual obligation to make payments to VIBV within a
specified timeframe. In Prévost, the Court found that there was no automatic or
pre-determined flow of funds, and emphasized that the corporation resident in the
Netherlands was not a party to the shareholders agreement. Upon evaluating the
facts in relation to the use and application by VHBV of the funds received from
VCI it is aso clear that despite a contractual obligation to make payments to
VIBV, there was no automatic flow of fundsin this case.
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[29] From Prévost, there are really four elements in considering the attribution of
beneficial ownership and those are: (a) possession; (b) use; (c) risk; and (d)
control. The question therefore is, did VHBV have possession, use, risk and
control of the royalties from VCI, considering, (a) the License Agreement; (b) the
Assignment Agreement; (c) the New License Agreement; (d) the new Assignment
Agreement; (e) the flow of funds, and (f) the financial statements and bank
statements of VHBV. These are the key instruments or documentats that one must
look to determine who has the possession, use, risk and control of the royaltiesin
guestion. Also, it is important to emphasize that, as Chief Justice Rip in Prévost
noted, the Court is not likely to pierce the corporate veil unless the corporation has
no discretion with regard to the use and application of the funds. The Court will
look at whether the party in question exercised or held the attributes of beneficial
ownership in regards to the royalty payments.

[30] The Appellant presented detailed evidence to the Court outlining the flow of
royalty payments from VCI to VHBV, the use of these funds by VHBV, and
VHBV'’s subsequent payments to VIBV of the amounts owed under the assignment
agreements. The Appellant presented Peter Pelletier, a corporate officer for Velcro
Companies as a witness for the Appellant. | found him to be quite credible, and
particularly helpful. At the time of his testimony, Mr. Pelletier was the treasurer
and chief financial officer for the Velcro Group Corp., which is responsible for
consolidating the financial reporting of all Velcro companies and then providing
this information to Velcro Industries N.V. (VINV), a publicly traded corporation
during the time period in issue. Mr. Pelletier had extensive and detailed knowledge
of the Velcro Companies drawn from his various positions with the companies
over the years, and he had an intricate role in the corporate reorganization of the
Velcro Companies in 1995. He was direct and frank in giving his detailed
evidence. Mr. Pelletier's demeanor, manner of presentation, and depth of
knowledge all gave a strong indication of his intricate involvement in the finances
of the Velcro Companies. He gave his evidence in both direct and cross-
examination in a cam, knowledgeable and effective fashion. Mr. Pelletier
answered al questions directly giving detailed explanations where required. He did
not attempt to avoid answering questions or couch his answers in a manner that
would leave one dubious. He was honest and forthright in his evidence, and |
found him to be a person of veracity and credible.

[31] Mr. Pelletier explained that VIBV is the holder of al intellectual property
rights for the Velcro brands and incurs the research and development expenses in
the development of new products and applications. He described the license
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agreement between VIBV and VCI as similar to many of the licensing agreements
that VIBV had with manufacturing and sales entities in other countries. Mr.
Pelletier described the purpose of VIBV’s assignment of the licensing agreement to
VHBYV as being to transfer the management of licensing royalty streamsto VHBV.
While VIBV remained the owner of the intellectua property, VHBV assumed
VCI’'s rights and obligations under the licensing agreement. VIBV, however,
maintained the right to enforce VCI’s contractual obligationsif VHBYV failed to do
S0.

[32] Amaco Management Services B.V. (“*Amaco”), an arm’s length corporation,
conducted in large part the management of VHBYV, including financia services.
Mr. Pelletier explained that VHBV'’s board of directors met as needed, with no
scheduled meetings and no meeting minutes maintained. All resolutions were by
unanimous consent. He summarized VHBV'’s three main activities as a) holding
shares in subsidiaries, b) providing lending services to subsidiaries, and c)
managing royalty streams, with the royalties being the largest income and expense
items. VHBV'’s tax returns, prepared and filed in Amsterdam, supported Mr.
Pelletier's description of VHBV’s activities, listing, amongst other items,
investments in subsidiary companies, loans due from subsidiaries, interest income
from loans to subsidiaries, and royalty and dividends from subsidiaries.

[33] Mr. Pelletier described the flow and utilization of the royalty payments
during the years at issue before the Court, with VHBV’s bank records supporting
his testimony. From 1996 to 2004, VHBYV received royalty payments in Canadian
currency from VCI equal to the percentage of net sales under the licensing
agreement, minus the 10% tax withheld and remitted by VCI until 1999, as
required under the Convention. Upon receipt, these royaty payments were
intermingled into VHBV’s other accounts and used for a variety of VHBV’s
purposes, at VHBV'’s sole discretion. The funds were not segregated and then paid
directly to VIBV:; rather, the royalties were transferred into various other accounts
under different currencies, and those accounts were used to fund VHBV's general
activities, including investment loans, operational expenses, and professional fees.
When VHBV made its payments due under the assignment agreement, they were
neither automatic nor from a segregated account kept solely for the royalty funds.
VHBYV reached into the accounts where the royalty payments had intermingled
with other funds and been used for general VHBV purposes, and transferred from
those accounts the amounts due, minus the percentage withheld as approved by the
Dutch tax authorities for transfer pricing purposes.
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[34] In looking at the beneficial ownership issue one must apply the test as set out
by Chief Justice Rip, and in doing so, one must look to the meaning of individual
words, that is, “possession”’, “use’, “risk” and “control”. These words have
ordinary meanings.

[35] When one looks to the word “possession” in Black’'s Law Dictionary, it
speaks in terms of “having or holding property in one's power” or “the exercise of
dominion over property”. How did VHBV exercise dominion over the royalties
received from VCI? There are a number of ways that VHBV exercised dominion
over theroyalties:

1. Through the interaction between the license agreements and the assignment
agreements, VHBV had the right to receive the royalties.

2. The royalties were deposited into an account, in Canadian funds, owned by
VHBV.

3. VHBV had exclusive possession and control over these accounts.

4.  The royalties themselves were not subrogated from other monies of VHBV.
The royalties were intermingled and moved with other monies flowing in and
out of VHBYV accounts.

5.  The amounts typically went from Canadian dollars into U.S. dollar accounts
and were sometimes converted the next day or later at some other time.

6. VHBV converted the money eventually and moved it into the U.S. account.

7. When the money was in VHBV accounts, the monies earned interest which
was earned to the credit of VHBYV and not someone else or some other entity.

8. Various charges were deducted from VHBV'’s accounts and these are items
which VHBV was liable for, including telephone bills, professional fees, and
loan payments. These payments came out of the accounts of VHBV.

9. Sometimes the money went into a U.S. deposit account and at other times,
into a Dutch currency account and it appears that there was redly an
unrestricted flow of funds from and between the accounts.

11. VHBYV did not have to seek instructions on every step of the application of the
funds from someone el se.

12. There was co-mingling of the funds with the general funds of VHBV.

13. The royalty payment received by VHBYV from VCl was one amount, while the
amount paid by VHBV to VIBV was a different amount. The royalties did not
simply go in and come out in an automated fashion.

[36] The term “use” in Black’'s Law Dictionary makes reference to the application
or employment of something: “a long continued possession or employment of a
thing for which it is adapted”.
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[37] Did VHBV “use’ the royalties in the ordinary sense? Did it apply the royalty
payments to its own benefit? Reference may be made to the facts referred to in
paragraph [35] in discussing the issue of possession. The cash flow statements
introduced by the Appellant during the course of trial show that the royalties were
co-mingled with other monies and used to do avariety of things:

(@) pay billsand fees;

(b) re-pay loans;

(c) earninterest income for the benefit of VHBV;
(d) investin new enterprises;

(e) make payments under legal obligations.

[38] Nothing in the License Agreement, New License Agreement, Assignment
Agreement or New Assignment Agreement prevents VHBV from using the
royalties — they were not segregated in any way, they were co-mingled with other
funds and they were used on an operational basis as VHBYV saw fit. There were no
restrictions on the use of the funds — VHBV only had to meet certain contractual
obligations with respect to monies it contractually owed to VIBV.

[39] In Black's Law Dictionary, “risk” refers to “the chance of injury, damage or
loss” or “liability for injury, damage or loss that occurs’. Reference here would be
to economic loss.

[40] VHBYV did assume some risk in relation to the royalties. There was currency
risk in that the monies were received by VHBYV in Canadian funds, converted
eventually to U.S. funds or Dutch funds. Nothing in any of the agreements referred
to shifting any currency risk to anyone else from VHBV. The royalties were the
assets of VHBV. They were available to creditors and were shown as such on their
financial statements. VHBV reported these funds as assets on their financia
statements and therefore were at risk of seizure or availability to creditors, with no
priority given to VIBV as a creditor. There was also no indemnification in any of
the agreements to reduce the risks and exposure of VHBV.

[41] Finally reference can be made to “control” and the definition of control as
found in the Black’s Law Dictionary is “to exercise power or influence over”.

[42] Many of the comments referred to in the interpretation of the phrases
“possession”, “use” and “risk”, equally apply to “control”. It was noted that the
royalties did not just flow through VHBV but, at the discretion of VHBYV, the
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payments were co-mingled with other funds of VHBYV and were subject to the risk
of creditors the same as its other assets. VHBYV exercised its control, subjecting the
funds to increases or decreases by virtue of earning interest or losing value because
of the risk of currency exchange and using the funds, in part, to pay other
outstanding obligations of VHBV.

[43] The Respondent asserts that VHBV is not the beneficial owner of the
royalties, and make reference to the incidences of beneficial ownership. They refer
to the use and enjoyment of the royalties, but it is not 100% of the royalties amount
that are paid to VIBV but only approximately 90%. The other 10% is subject to the
discretionary use, enjoyment, and control of VHBYV, assuming it is using the exact
same funds, which is not necessarily the case because of the co-mingling of royalty
funds with the general funds of VHBV. VHBV aso uses, enjoys, and controls
funds through currency exchanges and possible investment of some of the royalty
payments. Also, VHBYV assumes the risk of the royalty payments and certainly the
control as is indicated by (a) the co-mingling of the funds with its other assets; (b)
being subject to fluctuating currency rates; and (c) the fact that VHBYV can invest
the funds and earn interest income, and use some of the funds if not al of the
funds, to meet its other financial obligations; these facts are al attributes of risk
assumption.

[44] VHBV did have an obligation to pay a certain amount of money to VIBV
which was equivalent to 90% of the royalties received. The funds paid were not
necessarily the same funds as the royalty payments received because the original
payments were co-mingled with other assets of VHBYV. The funds paid to VIBV
were not necessarily in the same dollar because if the funds were converted from
Canadian dollarsto U.S. dollars or to Dutch currency, it may have been a different
amount because of the currency exchange.

[45] Despite the Respondent’s assertion to the contrary, there was no pre-
determined flow of funds. What there is is a contractual obligation by VHBV to
pay to VIBV a certain amount of monies within a specified time frame. These
monies are not necessarily identified as specific monies, they may be identified as
a percentage of a certain amount received by VHBYV from VCI, but there is no
automated flow of specific monies because of the discretion of VHBYV with respect
to the use of these monies.

[46] The Respondent asserts that VHBYV was a mere agent for VIBV and refers to
Roberge Transport Inc. v. R, 2010 TCC 155. At paragraph [53], the definition of
agency was provided by the Court as follows:



Page: 17

[53] The following definition of agency, by Gerad Fridman, has been quoted and
applied in anumber of Canadian cases.

Agency is the relationship that exists between two persons when one, called
the agent, is considered in law to represent the other, called the principal, in
such away asto be able to affect the principal’s legal position by the making
of contracts or the disposition of property.

[47] In other words, if you do not have the ability to affect the legal position, then
the agency enquiry ends. This is the same interpretation that was given to the
phrase “agency” in Merchant Law Group v. R., 2010 FCA 206 when the Federal
Court of Appeal stated:

[17] It is settled at common law that for an agency relationship to exist the agent
must be able to affect the principal’s legal position with third parties by entering
into contracts on the principal's behalf or by disposing of the principal’s property

. and Reynolds on Agency, 17th ed. (London: Sweet & Maxwell, 2001) at
paragraph 1-001. In the words of Professor Fridman, citing Royal Securities Corp.
Ltd. v. Montreal Trust Co., [1967] 1 O.R. 137 at 155 (H.C.J.) aff'd [1967] 2 O.R.
200 (C.A)), "the law of agency will apply only when the acts of one person on
behalf of another make a difference to that other's legal position, that isto say, his
or her rights against, and liabilities towards, others. The grant of the right to
exercise another person's legal powers, thereby potentially affecting the grantor’s
legal position, is an essential feature of agency."

[22] This Court has previously recognized that an essential quality of agency is
whether the putative agent has the capacity to affect the legal position of the
principal. Thus, in Glengarry Bingo, once the Court determined that the putative
agent did not have the capacity to affect the legal position of its alleged principal,
the Court found it unnecessary to address any of the other factors indicative of an
agency relationship. The absence of the ability to affect the legal position of the
alleged principal conclusively determined that there was no agency relationship.
See: Glengarry Bingo at paragraph 32. The Court then went on to explain,
at paragraph 33, that:

The most common example of how an agent might affect the legal
position of its principal is by entering a contract on the principal’s
behalf. It is clear here that GBA was not authorized to enter
contracts with third parties on behalf of the members. For instance,
GBA could not have entered into a contract for purchase of bingo
equipment on behaf of its Members. It was only empowered to
bind itself. In the contract of purchase, GBA bound itself; it did not
purport to act for its Members nor did it expose them to risk. The
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fact that the Members were insulated from risk is demonstrated by
the reaction of ABS when GBA was in arrears on its equipment
payments. ABS made no attempt to seek compensation from the
Members and the Members did not entertain the idea that they
might be liable. These events illustrate that GBA could not effect
the legal position of its Members, which demonstrates that an
essential element of agency was not present. [Emphasis added.]

[23] Other cases have considered the importance of the ability of an agent to
affect the legal position of the principal and the assumption of risk by the
principal, and reach the same conclusion.  See, for example, Kinguk Trawl Inc.
v. Canada (2003), 301 N.R. 89 (F.C.A.) at paragraphs 35-36, Parkland Crane
Service Ltd. v. Canada, [1994] G.S.T.C. 58 (T.C.C.) at pages 58-10, 58-11,
and Shvartsman v. Canada, [2002] T.C.J. No. 148 at paragraph 12.

[48] VHBV did not have the capacity to affect the legal position of VIBV and
therefore was not a legal agent. In the Assignment Agreements there was a
provision that VHBYV could not amend the subject agreement or waive the
enforcement of any provision without the express prior written consent of VIBV
and further, there was no amendment or waiver of the agreement or any provision
thereof to be affected unless it was assigned by the party against whom the
enforcement of such an amendment or waiver was sought. Further, VHBV could
not assign the agreements without the prior written consent of VIBV. If you are
going to be able to affect the legal position you should be able to assign or amend
and VHBYV could do neither.

[49] Notwithstanding that VHBV was obligated to enforce the licensing
agreements and notify VIBV of any breaches and take steps to remedy the breach
unless directed otherwise by VIBV, and notwithstanding that VIBV had the right
to ingpect and audit VHBV'’s books and that VHBV was contractually required
under the assignment and license agreements to take such action as VIBV may
reasonably request to secure and protect the rights of VIBV, the key to an agency
relationship is that the agent has the ability to affect the legal position of the other.
Thisis not the case with respect to VIBV in relation to VHBV.

[50] In terms of nominee, Black's Law Dictionary refers to a “nominee” as “a
person designated to act in place of another, usualy in alimited way”. There was
no evidence presented to the Court that VHBYV acted in alimited way on the facts.
In fact, VHBV acted on its own account at al times subject to the assignment
agreements.
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[51] In terms of a conduit, the Canadian Oxford Dictionary defines “conduit” as“a
channel or pipe that contains liquids’, “a person or organization ... through which
anything is conveyed (the mediator was a conduit for communication for the
parties)”. There is nothing in the agreements to suggest that VHBV was a mere
channel. The financia statements fail to show that VHBYV is a mere agent, nominee
or conduit — quite the contrary. For the Court to find that VHBV was a conduit,
there would have to have been no discretion with respect to the funds.

[52] VHBV obviously has some discretion based on the facts as noted above
regarding the use and application of the royalty funds. It is quite obvious that
though there might be limited discretion, VHBV does have discretion. According
to Prévost, there must be “absolutely no discretion” — that is not the case on the
facts before the Court. It is only when there is “absolutely no discretion” that the
Court take the draconian step of piercing the corporate vell.

[53] The Respondent also argues that because VIBV was an express third party
beneficiary to the assignment agreement, VHBV's right to receive the royalty
payments was not absolute. The assignment agreements state that VIBV is entitled
to exercise the rights of VHBV and enforce the obligations of the VCI under the
license agreements and to enforce such rights at its sole discretion. When the effect
of this clause is waked through step by step, one can see that the use and
enjoyment and the assumption of risk and control of the funds continued to lie with
VHBV. For example, in the event that VCI missed a payment and VHBYV did not
immediately act to enforce VCI’'s obligations to pay, VIBV could exercise their
rights under the assignment agreements and take VCI to court to enforce its
obligation to pay. Nevertheless, VCI’'s obligation is to VHBV under the license
agreements. If the court calls for the enforcement of VCI’s obligations to pay, the
payment would go to VHBV. VIBV could then sue VHBV for payment under the
assignment agreements (if such a payment had not been made by VHBV as a
consequence) but it would be for payment of the amount owed with VHBV
maintaining the discretion as to the source, from its general accounts, of the
payments. VIBV has no legal control over the right to specific funds paid by VCI
to VHBV. In fact, this scenario is analogous to the facts in Prévost and like in
Prévost where such an agreement (in that case a shareholders’ agreement) does not
automatically pass on the dividends or royalties to the contracting party, without
any discretion on the part of VHBV (or Prévost in that case), it cannot be said to
shift the beneficial ownership of the payment over to the third party.

[54] In considering several cases cited since the Federal Court of Appea in
Prévost, the only case that engages in a significant discussion of beneficial
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ownership is Alberta Power (2000) Ltd. v. Canada, 2009 TCC 412. | am loathe to
guote myself, but | believe that the following comments in Alberta Power (2000)
Ltd. show the difference in the Respondent’ s and the Appellant’ s perspectives:

[63] In Matchwood Investments Ltd. v. R, 1998 CarswellNat 1486, [1998] 4
C.T.C. 2492, a case regarding a taxpayer who took a mortgage in order to clam a
capital gains reserve but was subsequently found not to have obtained beneficial
ownership of the property until the deed was registered, McArthur J. of this Court
stated the following regarding was (sic) isa“beneficia owner”:

10 The Minister submits that the Appellant who was the mortgagee in
possession in 1994 did not obtain beneficial ownership of the property until
the execution and registration of the Quit Claim Deed to him in April 1995.
In paragraph 12 of the Reply to the Notice of Appeal the Respondent uses
the word "interest” rather than "ownership” as provided for in the Act. These
reasons may be different if the word "interest” was correct. In this regard |
refer to the definition of "beneficia interest” in the Mozley and Whiteleys
Law Dictionary and to the Dictionary of Canadian Law, Carswell Second
Edition. | will deal with the words "beneficial ownership”. While the
Appdlant re-acquired possession of the property in 1994 it did not obtain
title or ownership until 1995 when it was granted a Quit Claim Deed. It is
unfortunate this Deed was not available to be placed in evidence. Whileit is
agreed that it was registered in 1995 there was no evidence as to when it was
executed, athough it would appear that it was aso executed in 1995. The
Dictionary of Canadian Law, Second Edition defines "beneficia owner” in
part:

... thereal owner of the property even though it isin someone else's
name they quote Csak vs. Aumon (1990) 69 DLR at 567 and at 570
Lane J. stated: ‘A person who hasthe right to drill into aunit of
minerals and produce therefrom oil and gas or potash ...

[55] Similar to the Respondent in Matchwood Investments, it appears the
Respondent in the case at bar is also taking the position that VIBV’s interest (as an
express third party beneficiary) is synonymous with beneficial ownership. Thisis
not the case. The person who is the beneficial owner is the person who enjoys and
assumes all the attributes of ownership. Only if the interest in the item in question
gives that party the right to control the item without question (e.g. they are not
accountable to anyone for how he or she deals with the item) will it meet the
threshold set in Prévost. In Matchwood, the Court found that the taxpayer did not
have such rights until the deed was registered; likewise, VIBV is not a party to the
license agreements (having fully assigned it, along with its rights and obligations,
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to VHBV). It no longer has such rights and thus does not have an interest that
amounts to beneficial ownership.

[56] | realize that | have been repetitious in reviewing some of the facts of this
case, but | felt that was necessary to indicate how the facts relate to the incidences
of beneficial ownership as discussed by Chief Justice Rip in Prévost.

[57] For the reasons given above | believe that the beneficial ownership of the
royalties rests in VHBYV and not in VIBV and as such, the appedl is allowed and
the matter is referred back to the Minister of National Revenue for reconsideration
and reassessment on that basis and further, the 1995 assessment dated October 25,
1996 is referred back to the Minister for reconsideration and recalculation on the
basis that VIBV was a resident of the Netherlands in 1995 and therefore entitled to
the benefit of that treaty.

[58] The parties may speak to or make written submissions on costs within 30 days
of the date of this Judgment.

Signed at Ottawa, Canada, this 24th day of February, 2012.

“E.P. Rossiter”
Rossiter A.C.J.
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a8 determined oy an’ indepandent Appraiser ar sppraisers miikually
Acceptable. to Licensor and Licenses, ar, if the parties cannot #0
dgtem, a% setbled by Final and Binding srbikration in accordance
with the provisions aof Bwction XII F. bareas, '

: €. The provisions of this fgreement regarding the cwnership
and proteckion of Licensed Techaalogy and ::hgj.d-ntt.:l. Infarmat Lon

shall sureive Jlnsln-an—un.uuul. sxplestlion or terminakion of this
Agreament, regardless of the CRURE, CRARGN OF clrounstances 'of

Such nef-rensval, expi ration or- teraimatlon.

Iv,, Ravaltien
A. Amount of Bovalties owing

1. In exchange for Ehe technology andfor readenark .
licenses granted hermunder, Licenses ghal pay to Licensor the
fellowies royalties:

LTS 5 .
[a} a rﬂIull:r &t the royalty rate set Forth in
Zchedule C, Park I on Licenses's Her Sales df all Cicenged
Broducks aEcepting Hew Technology Produéts; and

ib] & eoyalty ak:the Foypalfy racé set Eoreh in
?l-"-duh Sr Pack IT on Licensée's Het Ssles of all Wew Techrology
- Jdustks. :

r

Licensde heceender. To the EXEHRE Ehak .nL:u;-_n deducticr may be
feqmiced by the law of amy Jjorisdiceion, t royvalty payable

hereunder shall be inczeased By an asount suffirient to pay For
Such dedystion. )

) J. In addition to any paymant ‘requiced by Sscklaon
I¥.A.1. above, the Licensor and Licwogee will underkake an ancual
review within folneby (90) days after Ehe clods of gach year of
Ehis Agcessent of the Lecoms, expanses and profits geserated From
Ehe Licannee's use of Licensed Techoology ard, to the extent it 1s
determined by the Licemsor and the Licenses that che royslbise
provided in Section IV.A.l. &fe 0ot “commensurats with the incess
attributable® o the Licensed Technolegy within the meaning of
Sectlion 483 of the 0.5. Intsgnal Bevenus Code of 1985, ap am=nded
{Ehe "Coda®} and in scoordance with appllicable regulations
peeaulgated thereundec, addlcional payments of roFalbies will be
made by the Licenges to the Licensar.

=2a

=
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. 4. With Taspect to Licensee's -sales of Licensed Producks

o Any "sEecative agency™ as that term is deFined in 48 C.F.R. §

~10L, Ehé azounts owleg pursusnk to Section IV.K,1, bereof shall
teduced to the same extent thak such executive agepcy shall

.+ expressly determined such paysents to be “uhréasonabls®

ithin the meaning of the Federal Acquisition Regulakicns.

B. Tise and Method of Pavseat

1. Licensee ahall pay all royaleies quarksr-anmsally,
iknkn Eifteen days fallowing the end of sagh guartsr oF

Jeoenses’s flscal year, or ab sechoother tTines ad the packies may
‘rom blme Eo Elme Agras.” -

Z. ALl royalby payments shall b= nade in swch Cur rency
Td Ak such place 33 may b #pecifisd by Licafdog tl:u. tipe Eo
e, !

i, Ligensee-shall kkep true and accurate books of-
iEeaunks fhaving all ﬂﬂll’ltiﬁl‘lﬂ that are subiect ko this . :
igeeement . Licesssc shall have the cight bo inspect, ar bo Ccause
in accounkant of octher authorized L or aqenks Lo inspect,
sdigemsee’ 8 books. and records to \Iur?[‘r that Licenaee has pald alkl
wgpalties owing to Licensor. . . i

'- - - : . .y . : ' -

#. ALl rights Lo the Licensed Technology and Licensed
zrﬂm:mﬁmrrt‘mrmfy:lght, trade
i “TEr-raghts, and trademack tighte, shall ak all zimes belong ko
socBnEnr. Licensas shall not undst Gny circusgtances Afmsrt
SIgREE in the Licessed Technology or Llcensed Trademarks, of La
iny part therpsofl, asr akall Licenass taks any acelan Ehak ooald Lab

iy way diminish, alter or affecc adversely Llcensor's cighte in-
:he Licendad Technolagy and Licensed Trademarks,

B. Llcensaa shall coaperakte Le the szecutlon of any
locumants , and the kaking of any othag action, Ehat Licansge
seassnably Cequents to create, cecoid of perfeck Llcenssc's sole
s exclpsive ﬂhﬂitllip of the Licensed Tﬂl:hm-ll.‘ﬂj' and Licensad
fradezgackd, Including without Limitatlom S the faf Endgis
eegution and £iling of approprlate documents to qu:ﬁl_fj' Eicenses
48 8 Begister=d User in any jurlsdictions in which such
ualificatien la anecessary of deslcable; prastlea «f lavesslon and
Eiling of documsents In any . jucisdictions Lo whilch working oE
pAkEaka 18 required orf degirable; and Eaking any and all. actions
secegsary to apply for of abtaln patents, tradenachk Tiql.-ltrlti':!ﬂ!
ar cop¥right seglakcationa. Licenser shall advias Licensor of any
pctions that Licensor has nob taken But Ehak would, im the .
judgment of Licensee, be necessacy of advlsable to creabs; record,
e peifect, Licensor's rights in the Llicensed Techoology and
Licensed Trademarcks.

aff
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£. Litensor shall kave the sale and exclusive discretion
with respect to, and shall beae all ewpendes related to, the
prosecublon of all applications, payoent of all annublbies, the
& ‘ng of all extensions and renswals, and all skhar acts
o sZ8ary ks obtain, preteet or malntais righta in the Licessed
Technelogy and Licansed Trademarks durlng the ters of ehis:
Agresment. Licenssr shall celmbarse Llesnses Sog

that may bBe reascnably Inecuepsd 't!]- Licesgas,

vI. mﬂmm;mmﬂm
Licensee shall promptly advise Licensar af any misdse or
infgingenant or peasible Lafeingement of the Licepsed Technology
or Liceased Tradesarks of whlch. Llcenses becomes swars. Licempay
aball dscide in its aole afd axclusive discrebicn whakt action bo
Eaka ar atf to kake in response to any such misuse oc -
ipfringement, and Licensee shall take ne scticn Ln Tepponse B3 A6
fAuch alavde. or infrisgensnt unless Leabficted bo-do By Lisensoc.

any such =ipenge

Any actlpn &#o taken by Licensee to protect the Liconged Technolagy:

or Licensed Trademarka shall be deemed taken on benslf af and Far
Ehe beneflt of Licensor. A)L expensés laceresd in cospecklen wikh
any action takes to proksct e enforoe tilghta bn the Licersed
Teahnology of Licensed Trademarks shall be borme sxclesively by
Licensor. Llceassr shall zeimbifse Licensee For any such: expense

that may be reasonably incurced by Licesses. .

| WII. Harraaty, Risolaimge, Indemnification and Liaitation of
MY _ :

+  A. Licemsor warranks that the r..i-:uind Technology doss nad

ineringe the patent, copyright, trade secret, op other proprlatacy

‘tight of any other packy.

B. LICENSOR DISCLAIMS ANY AMD ALL WAERANTIES OFHER THAN THOSE °

EXFRESSLY SET FORTH IH SECTION VII.A., IHCLUDING WITHOOT
LIMITATION WARRANTIES OF MERCHAWTABILITY, WARRARYTES oF PITwess
FOR A FAETICOLAR FURPOSE RHD RNY AND ALL IMPLIED WARRANTIES.

C. Licenges shall premptly Loform Licensor of any claim o
threatened claim that any patt of the Licensed Techinolsgy or any .
Licensed Trademack lrLEI.'iI'b!ll any claimed right of any sther pacty.
Licensor shall have the cight be defend or to setble, In its sole
and exclusive discretlon, any such claim or threatensd. slain,

© Licensor shall indemrlfy and hold Licendes haceledm Prom and

paghinst any Final, non-appaalnble award of damages that say be

enteced against Licenses in connectiom whith any such elaid, N
provided that: {a) Licensor is notified promptly {m wrlting by

Licenses of sach socice and communlcation regarding mush elalm and.

is given the authorkty, information and assistance secessary o
advigable to defend and cespond ko such clais, ‘and (b) Licensor
shall have the sole and exélusive contral of the defense of Aoy
such clalm and of all negotiatioms for its settlement or :
compronise. .

[
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‘monsequential damages,

0. The provisions of Sestlén VIT stake Licensor"s sola,
wiclusive 'and snkirae Ulability' te Licepsee For any elaim ralating
Lo the Licensee's use =F thne Licensed Techhnolegy or Licedsed .

denarks, including withouae limitation claims pf patent,

. } Jroight . trade secrek. oc 'ﬂbhi:hitmiutll’]' cights Infcingemant,

oome =vent shall Licensor be lisble for special, indicast or

even il Licensor has been advised of the
possibility of the same. Licensor's Llability herpunder with
Eaipest Lo any one claim snall nok excend Licenise's-ackusl, ouk-
eE-pocket losses incurced in csnoection with such oclalm, asd
Licensor's '-"llll-ll-ll:iwe'liihl.l-l.ﬁ:._htrrunden..:h-lll not at any bime

exceed thé cumulakbive amount t Ligensee has paid ko Llsepsar
hereandey , .

VILI. Conlldentisl Inforgation

a, I.:I.cln.l-li acknouwledges all Cenfldentlal Informatlon is a
waluable asset of Licensor, the value of which wakild s

substantially disinished se destroyed by uhauthorized disclogurs.

B, Licenses shall mok dlsc_llu:_t any ConBifential Imformacion’
Lo vendors, customers, of Sther perscns without ke prior, wiltten )

congent of Licenssr.

kS

C. Licanses shall snker inko woliken canfidentiality ar

r:ln-ndll-tl-:-uul:l dgceenenis and, where apprapsiakte, nonsemparitlon. -

Mgsespents satisfactory te Licensor with Licenses's EnployeEs .
With wendors to Licensee, -and with aayose. slse to whos . :
Fenfidential Infécmation is or hay be disclosed. Sush agreements
" 11 be in & form ‘satisfackory ko Liceasoe.

i D. Licensee shall take all other actlons reasorably

naoesiary of adviaasble to peokect and malnealn Lizensor's gights

in all Confidential Infarmation. ThHese ackléng shall inslude,
without limitation: '

1. Establlahsent -I-I'Iﬂ-.ﬂlllll‘-lnl.rlﬂ"ﬂ' of sefurity procedisces

2t all of Licensee's locations ab whieh Confldembisl tnformak ion
1s Eepk or uged; . ! ! .

© 2. Informing Licensee’s enployees bhak confldential
Information L confidontlal, prepriskary and secret;

1.  Infasmlag Licenses's smployees on o pefiodic basis

af cthe impactance of mafintaining the aecrecy of all Confidencisl
Information: and '

4. Such other actiofs as Licensor may reassnably
Tequest to mairtain the secrecy of all Confidential Information.

IX. Obligatigns Asoarding Licecsed Tradepacks

A Llcesase’s use of the Licensed Trademarks shall ak ail

times be i ascofdance with the standarde For trademark usage that
|



ara eetiblished From bime i
Crlehout Limitation, the Eolla

i
1

Ao blmer and

sicensee under or Lnp carnection with
aeet or exceed the standards of quality estaplished Froa Elmne bo

wilng:
L. Licenses shall

I, A1l producks mamufactured,

time by Llcensar.

upon ceasonable notize to enay
tequlrementy,

Lay Hew Trademack that 1§ First e
a¥ Licensee, and all goodwill of
such Hew Trademark, shall be,

tima by Licensor. Thesa imcliude,

; - uae the Licensed Tra:d.e-u..lﬂ.u only mn
A conneckion with produckts mads ‘aEing the Licensed Techmalogy
lrd guch obher produsts as may be aporoved by Llcenser From & lae

distelbuted or smld by

the Licenged Trademacks shall

B, Licensor say impﬁ-t Licensese's products and premigas

fure compliance with bha foregolimg

©. ALl Hew Trademarks shall be the propecty of Licensor.

anmigned to Licensor. Licenses ageses ko

And o Eake any other
efifect such Eransfer

egldtered to oe otheécwlse swned
the business assgociaked wikk ARy
2nd kereby is, tramnsfecced and

exasuke any documenks,

Ak, reasonably requested by Licensor to
and assignEent and cthervise to create,

record ar pecfect Llcensor’s clghts in.Mew Trademacka.

without limitatios the comtg and
L™ wndes in obtaleing of melnkain
_Is'._.sluek in ary jurbsdiction.

i,

heeeandes :

stock; or

KI.

Lizensor shall provide mokice to Llcenses.

1

D. Licensor shall relmbucee Licenses Foe Licerses’s direcs
and ledirect costs of the development of Hew Tradamasks, includiag

B pRAREL,

Iemminabian

A. This Agreessnt may ba terminseed

if any, lneusced by

Llmg the esgistration af any Hew

by LitenEor:

1. [If Licenass d.-.:.EIullzl in sny of lkm -bhliq-l:l'.;:-n._-l_

3. If Licenséw becomes Invelved inm voluneaey o
invaluntary bankruptey ar similac proceddings. .

B, Any 'I.ll-"ﬂil'l-ili'ﬂﬂ under Sectlon ¥ shall be =Ffective
imrmediately upon Licensee®s giving weitben metles thereaf to
LicEnsen.,

fzpignment

A. [Lieenssc l'li-}' assigm Ehis Agreemesk, and lts rlghts asd
ciligations herewnder, ab any time and, epon such assignoent,

B

Pollowing any such -

2. It Licensor ceases to own 100% of Licenses’s coammcn

LR
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s
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nl.gmn.i:. Licensor's agsi I'I.t.u shall hawe sl ‘ERe rishts amd
bligacions of Licensor, | . iy

neluding the cight of assiqmment undec .
his Sectios XI.A. RAgumen :

B. Licenses shall nst. assien this hgreement, o sny part
erect, wikthout the prioe Bxpress wriktces sonsent of Lﬁmn:,

11. General

A. This Agressent, together with all Schedules hereta, ‘
“NEtitutes the entice agreement af Ehe paredes wich respect ko

ts sobject matter, supargeding all negotlations and prler i
grecDenks, ' : . )

B. The fallure of Licensor to énforce its tights or femedies
ndat any part of this Agceesment shill not waive its .cight ko
nforce khe same par: ak a difFerent time, or Lo anforce aokher
artd of this Agredaentk.

: .TJE;Q,E
’ . " . Hyaee
€. If any provision of this Agraemeat is wnenforoeable, it Al
hall be seversd {rom Ehe Baglance of Lhe. Agreement, which shall : el
gmaie in full Corce and effect. To the ‘extent thak asy provia L
£ this hgseement may be deexad excessively boioad in duratblon, ..
sope D any cther aspect, 1t shall be enforced to cthe maxjmom
rhenk consiatent with applicable law, . i

L. The hgreement shall be binding upsm the partiss and thelr
espective sugcessors and permiteed assigrs. .

“"i E. This Agreemant may be executed in twa of nore
ouhtecparts, sach of which shall be congidersd an origlnal,

F. Rny difference, dispute or claim that ARy ATise under
his Agreement shall be submitted ts mindin arbitcatlon. - Such
riblbcation shall be held in accordanes with the URE I TEAL
rhitration Bulem then Lm wEFeck by cheea (1] arblicators
ﬁ-Eulnlﬂ in accordance with swch tules.  Such acblbratlon shall
ake plate in khe English lang 2. Tha decision of such .
rbitraklen shall be binding op both packies, and a judgment ‘on anp ol

ward rondered may be encerad in any coutk ¢f competamt
dpisdiction,

"
-1

#ia

wam

s

. Lizensor and Licenses are independent cofkractors asd are. ’
e and shall At [Epredent themselves an, principal and ageEnk, -
srepers or jolat venturers. :

'
- lu_
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IR WITHESE WHEREOF, the parting have -through-thebr duly
autbsrlzed represeniatlivae [}

E placed thelr res and sealn
b5 of the date first wrlbban abows- :

s
: [ SEALY -
A
[ SERL]

Ssen for lepalization of the signacers cf Rr., D.A.J.) Hooganzasp, ©
By =, Jakr Aledd Edwsrd Eshieg, civil-law aotary, officlating
- Ln Aosmterdam.

Anrtandam, Hacch 20, 1889,

e
-—.__--—‘IIDA./-'-\’:'.._.T ..... o aE Eimen e s e i e
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[ . '
"Haw Technologys:

. SCHEDBLE B - i
NEW TECERQLOGY _ o

mains technology | inoluding patents, utiliey

model patents and duitn patents granted subséquent £9 Decenbar

1L, 198§, and techpica

lefarmation: trade secfets and

zanfidantlal Informaclon) not commercially practiced By o

Licensed Lo Licenses ?rlw to Bovenber 1,-1988 and which is nok
anticipated by techno

ogy licensed by Licensor to Licensee price ke

to Mowvember 1, 1980 Roukine develegasnts af hmnnl_n?-]l licensed

by Ligssssr bo Licenses Prlor to Hovenber 1, 1988 shal

regarded as How
practiced by os
LOR&.

sak be
Technolegy even Ehough Ehey weré not nn-nnr.lnll__-'-_

licensed to Licenses until after Movenber 1.

=13=.
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LL.

s

r

SCHEDTLE ¢
ROYALTY BATES

Royalty rate for Established Technology Produsts; 94

Royalty rate fo: Mew Techoelsgy Predicts: 7 1/2%

g

i T___ i
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Toademack

VELCROD. (Linked L & ©)

VELEOAK
TELSTICK
VELCOIH
VELSTRAP
VEL=SO0ARE .
VELCED WITE ¥ DESIGH
VELCRO WLTH

FLYIG W DESTIGW
WVELOK

RESIGH OF HOOR & LOOP
SOFT  BARDWARE"
por-IN
Pl -0H-
POP-HATE
N1-GABLDE

EDGECLIP

ORGANTZERS

TOUCH "W HOLD

HI AIR

TELACRD

DESIGH OF TWO .
FIGURES

=15~

pegiztrabion He.
LLAI6T
1L1BED
FETELE]
AT 225
18A7 38
L4BED2
1168TE

254143
10685

TIERTE
173970
1BEEZE
La3T42
38422
133743
1ALE56
I65304
238421
255630
1E2419
3223331
1231939

R
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LICEMSEE"'S WOTARTZATIOHN"

I

i
-‘Ftttiffl :

Dm This ‘iljl -1 4 . 19 P I!;I-E-J'I.'E' ne
pacsonakly BpGeat T oo mE
kaewn and known to me th be Lhe person whe slgned Lhe abtached

instrument as - . e " of TELCAD CAHADRM
LTO, & oorpiratlon duly arganized amg Legelly existing under the

Laws af . whods kome office
is located at .- i

N 1
——

, & Hotary Public,

1 Fugthep cereify rhat sald individual s duly authocized to
‘mign the atbached LnsErunent in the name of said escporakion and
that the parpeaes for which =said inskrument are grantsd are
within the scops of thae objects or ackivities of sald '
corporabion. . . -

=

A .
Mokary Fublic

e

i
&

i)
3
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APPENDIX B

ASSIGMENT, ASSUMETION AND LICENSE AGREEMENT

Wmmuﬁﬁmwymwmmnimm
Endustries BV, VIV a privade Hlbﬂ:;mpuywmhdmd:d umnsler
ﬂ::hwnfhthﬁuimhnmu&mﬂuﬂdtﬁmmﬂmﬁnﬂqﬁmﬁ
Melero Heldings 8.V, ("VEHEY™), 5 Meherlands peivase limited Tinhility cemnpasy located a
Hoekesrods 6, 1102 BR Amsterdam, The Metherlandy. : :
WHEREAS, VIBY bas entered feen the agrmement rduln.. 1 ihe Gcenging Hm-
techmalogy, irade secrets, kiow-how and murks deseribed hereto ca Exhibig A (the *Subject

m&s,‘:’m‘.’tﬁu to assign and delegate, snd VHEY wishis o ohéain and
asrame, periks rights and otéigations onder the Subject Apresment and = - :

WHEREAS, the parties wish ta provide for the payinent of rayalfies by VEEY to VIBV:
| NOW THEREFORE, for good sad valusble considerativn, the receipt wd sulficiescy of
ﬁmnmwmm?wﬁm?wwumu: . :

I Assigument sad Licemse. VIBY benchy adsigns, ssts over, transfiens and cooveys,
ared VHEWY hereby accepts, the Subject Agresmend and ol rights of VIEY under the Subjecs
-Agresment, other thin the rights retained by VISV & set forth in Section 3 of this Agrocment.

BY berehy prants to VHEY the right o grant rubbizesses under the patents, sschnology, trede
ecrels, know-bow nd marks ownad by VIEY i identified in the Subject Agreement, solely
pursuant to the licesaes 2ol forth in the Subject Apreement ' - :

3. Asumptian, VIRV hereby delegaes, asd VABY bireby assames, all ahfigatices
and duties of VIBY under the Subject Agreement, ! , .Hﬂ

_ 1. Rights Retoimed by FIBY, VIBV is and shall remaln ownes of all right, title and
interest in gad to all patents, patent apphizations, technology, trade pscrety, know-how, masks,

registrians of marics, spglications for the registration of s, goodudll and other preprietssy
rights licensed under this Agreemess or the Subject Agrrement. Mothisg b= this Areersent shall
be construed Lo mssign, set over, transfir or comvey any right relasing te tha awsership of mmy of

the foregoing o VHEBY. Wibow limiting the generality of the faregriog, sl righes In such parks -

& all rights undier 1% Subject Agreement respecting sech marks shall renain s all times the sole
property of VBV, and all use of such marks by VHBY or sy party to the Sikfect Agreement
shall inure 1o the bemefid of VIBY, VHEY agress 1o gt in apphicatios for such patents and
reglstration of sach marks in the rame of VIBY in any country where VIBY may 50 request, ia
renewal ad malimenanes of such patests and such registrations and in such recording of VHBY
o (he thind party o che Subject Agreement i & user a3 VIBY sy regueest. Mothing in this
mnﬂlhm"mm ¢ license omder any other putent, technology,
tride secret, know:-how, mark-or otber proprictacy iight-of VIRY, ar o lheesse bo grant ...
“lienzes, piher than purssant 1o the Subject Agre=mens,

. .r':!:.:
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Faghiz
L H L oY N

ﬂ.m;hu:hu-mwudhm:ﬁ ﬂm_muﬂmﬂjmdmuﬂhmhy
pary mdnﬂhﬁmﬁﬂwchuﬂmﬂﬂnﬂn{ﬁdﬂﬂﬂmmlﬁd

=hqmmum&wh-wmv.mqwumpm fuch breach pr
unithonized Sischagee. Wihum]iml:l.rmhca.unir:dhﬁueht &vﬂmﬂu

connecting wich mwﬂwmmm;pﬁuurmmm.dwm
muhﬁnﬂlmufmmmih&mjmﬁpwm' te oreation, recordation,
m;pu-&mm urmﬂm:@uﬂmkulk_ Subject Agreement, fecheding

] Third Perfy BanefTeimry. . The: parties heseby that VIBV iy an express third
pm@&nurmmurmiﬁqmmmmvmmvm
thﬂ_mnﬂﬁuﬂuﬂiHlufﬂEumwﬂﬂ&rmﬂtﬂﬁmuhhﬂiﬁmm%
[ Bubfect Agresment mvﬂmhmmmmmmﬂuﬂkaﬁm

- LEermal o its owm hehalfin M9 sole diseretion VHEV thall geovide VIBY with such
umumvmmmmumumwmmm .

F. Papmear Térmes, All amounts owing under this Agresment shall be paid o VIBV g
htmujwﬁ;n_nfrmupufpmnthym¥br_m&mmmﬁM|Mm :
designased by VIHY, in the carrency in Whick the royahies are racelved by WVHEY, VHEV ghal}
pay all impodt duties, fees, seles, use, valus sdded or sther Hioss o govemments! charges of any
kind aspegid vpow arin Muﬁhhmuimmwwwﬂm“
required by Metherdands law, Tnﬂmmmhtwnﬂdum,nmnrﬂu“npddhr
m?wm]ﬁﬂmwd@cﬁmnﬁﬁrurmmmﬂmm such payesents gl
b deducted by VHEV fem the emoust cwed under iy Agrecment. :

[ ik



* shall for any reason be keld to e inevadid, ilbegad or weenforeeshis in weny mespect in sy jurisdiction,

1. Mmm-m.mmum&ﬁmmm. P,
Wﬂmumawmmvmmmmmmmm Dby
:mhmuﬁghnuﬂumﬁ'ﬂm-“mﬁmmwhmuﬂmnfﬁ o ’

Mgresment. mvmmm@uwmmuthnudrm&mm
mmﬁlﬂﬁ:wiﬁﬂhtuunfﬂinﬁ,ﬁm Aury fuch sudil shall be condsened oaly by VIBY

canducted durisg regular busines hours, In the svent e turiag such audit it is determined that
e npaid &unﬂdbﬁ"ﬂ\’uﬂhm{ﬁ}u{m_&mmmmﬂhmm

L1 WV sinca the time of the previous audit (or the beginsing of dis Agreement f sach gt s he Wil

firsl audit hereunder), mm‘f!ﬁﬂmm cosls of asch audi,

% Temdnagion, VIBY may berminate this Agreement, fior any rewson, or for oo .
reasen, thirty (309 days Badlowing mﬁmmumummm - e
of al rights, duties, ohigutions und lishililes snder the Sabject Agroement In mMition, thiy i

19, Farther Atrurosces m\’th.lluhmhuinruum‘-’mjrmnuﬂy )
mtlnﬂtmmw&nurmh:ﬂun{mmrﬁ;mhﬂntuw ;
Sw}nummwiﬂmthh.m%:dmhuﬂa?m .

V. Amendment and Walver, VHBV shall sot amead the Subject Agreement op
widve: the enfircement of amy peovision thereod, without the expres, prios wriglen consesd of
VIBWY. Hn:muhnuur-ﬁwumﬁ.l.mL of fry provisios thereof, shell ke efective
tarless signed by the party agwinst whom enfircemest of such amendment or wakver is soughs,

13 "t""'ﬂ'ﬂ' Ir-,' one “mnrhmwhm - ot

such anvalidity, Segality or shall mo¢ affct amy eher provision of this Agreement ToTamk
im such judsdictia q_htui.:l:‘m% semend ghall be reftirmed s comnnesd &5 nch jurisdiciion so 1 P
mhwulmmmmumm-mmmmm in mach juisSdtion

13.  Swccersors and Anigns This Agreenent shad b uncoaditsanally avsignabie by
VIRV, VHEY shall ped assign this Agresment ar sy right thereunder without the prior wristen
eqesent of VIBY, This Agrecmasnt shall inurs to 1he benefic of VIRV asd ibs FUGIEInTY whil
assigng, gnd shall be Beding upon VHEY acd its sucoedders ke assigns,

' o3
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VELCRO INDUSTRIES BV,

By: Parwds vas
Date |‘3.‘_|.'"' “'1 |3.-_-:£
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APPENDIX C

r
Vilesns Canade Ing, ) B '
114 East Drive ‘ .

Brampton, Onbwia LT 101
Canada .

Septemiber 29, 1557

Attention: Mr. Boy Vesstasis

RE; _ License Apresment between Velers Todustries B.Y. and Velero
Canada effective Octoher 1, 1987 - Patents, Tradesarks,
Trade Name VELCRO and other proprietary property, -

Diear Mr. Verstraete: - .

As you h:-qv._'.md:r_&-ﬂimi:ll-ﬁ_ of aur I__iuﬁsa Agresment, its intial term expires Sepiembar
0, 19497, Nﬂﬂwn&mpnnrhugimmlmmlh:mhumulhtmem“ﬂtm&muﬂ
1b._a.l:d'1‘t¢. Consequently, the 1.1?51& Eveyear term will commencs on October 1, 1997.

Hpwever, we rﬁui-dd:.r&ut.‘rut under Bpatien ]]i-E:, Hpan ln'miuinrl of oar Agresment, fprw
reason whateaever: ' ! . :

1, A rights and licenzes granted hﬂ"ljl.ll'lﬂh".lm m.i:z;

2. Licensce shall ceast any mﬂiﬂﬁudﬁurmx'ﬁg}rum_d liceraes granted -
. }lﬂ'ﬁaudm', .

3. Liceases shall malke svailsble 16 Licénsor, upon Licsnsor's raquest, all records,
files and memoranda relating to the sales and dissrbution of the Licensad Producis;

4, Licensof may cancel any reglstration of tha licenss granted harsunder and ariy
regisiratisn of Licensée asa Registored User made pursusnt o Ssction VB,
thereaf, and shall have the full endperafion of Licensss in effecting such
cancellptions; and '

5. HﬁmmﬂuﬂnﬁrmﬂlnljﬂmrlrtpmI'Ill'l'rla.l‘kﬂ‘l-rlll.ﬂﬁ.]al]

machinery and equipment then in posession of Licenses which is covered by any
exdsting patent, trads secret o ciber propristary information of Licenser, including

* without Emitatlon loams, catting mazhizes and extrosion equipment; and (5) all or
any part of Licensee's inventories of Liceatsed Products and raw materals used in
[he production of Licensed Products, Licensor mey purchass at such apprafed .
fair market valus any portica or all of fhe Hems described abave, in Licensor's sols -
-and abaohate discretion. For ihe purpose of this paragraph, “appraised market
value™ means fair market valus a3 determined by an independent apprlser or

= B e =maE aEnE iWEESE S EAEAE . A SE A EIEEIE BIAENE = B Gsim s =
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' eptember 29, 1599

Page 2

J . appesers mutually acceptible to Licensor and Lictasee, , i the pastics canmot.

. B0 Egres, &5 gpestled by fimal i
provisions of Sectlen XILF. &

d binding arbitration in sccordance with the

Additienally, upon termination ¥ou are required to delete the word VELCRO from your

©corporation title,

b
Sincarely, .
| VELCED INDUSTEIES B v,

Patwlh ven Sambedbfande
.)Hln-l,giqbil'ﬁ:mr '

' Ubdersta confirmed end agreed
Jt}i:ﬁ%j-nr Cctaler | 1997

VELCRO CAMADA INC

31



APPENDIX D

LICENSE AGREEMENT

IHEMEM&M&H#&:MMMMH 2003, by end
between VELCRO INDUSTRIES B.V., a private Emitsd i COMpENY ofEEnized mnd
Hmmg:mhﬂnl-nufm}-lﬂtrlaﬂs,mmthm place of business &t Cagtorweg
23-14, Curagan, Metheriinds Aatilles and registersd under pumber 72161 (the “Licensar™),
and VELCRO CANADA INC., a corporation argemized under the Iewe of Cissda, locsted
a2 114 East Drive, Bramptor, Ontaric, Canada LET 1C1 (the “Licenses™),

WITHESSETH

. WHEREAS Licensor owns certuin patents, trademarics, trads secrets, copyrighis nd
oitber properietary rights and intsllectual peoperties the use of whick (€ wishes to lomse to
Ligerses ander the terms and sonditions of thas Agresment;

WHEREAS Licenses wishes Wn'bumn:h:iimpmm:u:tmm
copditions; and

WHEREAR Licensor and Licenses are parties to coe or more Heense agresments,
whizh prior agresments they have agread to amead with slfect &2 of Oeteber 1, 2003 &d
Licemsor amel Licenscs now desire to memotialize thelr agreement as mote specificelly g=2

farth bereln and (o replace snd supersede any and all poch prior agresments with the tems
and condiions set foeth herstn; -

ROW, THEREFORE, in considenation of the mutual promises bersin contaired, and
for ather geod and veluahle considerstion, the receipt and sofficiency of whick ars herehy
ackmewledged, the partics agres as follows:

L Deflaitions

A “Affiligie" shall mesn ary pansal or swbeidiary company or other company under
direct or indinect coremon cwnenship asd contrel. The Yelcro Companies are AfSiliates of

]_..:M.I:ll-m‘.

B. “Saborized Dielewats' shall mean an Affillate of Licensor, providsd tha, and
aply for so long &4, the AFlate s directly or indirectly aithorized by Lioensor fo uge Lipensed
Tndmuhhuntﬂrm:mmtrlu

C “Confidential Infomation” hﬂmmtﬂdﬂ-w{urbrmdnn{ndmymmh
evidence, record ar representation thereof), wheter scquired, prepared, coneeived, or developed
Ty or for Lizenser or received by or licensed o Lisenaor by an owiside soarce, which is not
pemerally keown outside of the Velcno Comparses, and which is maintsined in confidence by
Licensar and the Velero Companies, Wilhou! Emiting the generalify of the faregoing,
Cemfidential Information shall mckade

1. oy idea, improvement, isvention, ncovatios, development, technical
data, design, farmula, device, pattern, concept, compiater progrm, model, dingram, equipmen,




h::-ul_tra:'ni:ngqrmrimmmw. prodact epecification, plan far a e or revised product or
servics, compilation of informstion of work in process, and =y s all revizions and

ﬁumu relating to any of the mei:;fmﬂ“w:ﬂm:ﬂu:mumﬁb]u
;i

2, mumu!wm.mmmwmg
uny gilss of tacketing material, plan or survey; any business plas or oppartunity; sy product or
developrment plan or specification; any business proposal, Aoancial record, or businesa record:
and all cther non-public recards and informaton relating to the present o7 proposed businsss of
Lizensor or amy ene of mane of the Velero Compeanies,

Hotwidstanding the foregaing, the teem “Coefidential Informatios™ shall not apply
to information whdich Licensor or one of the Velero Companies have volustarly dissloasd to
the public without restriction, or which ket otheraise lawfully entered the pablic domain.

D, "Licensed Product” chall mam o product that cenbodies or is made through the
use of "Licensed Technology.”

E. “Licenged Techpology™ shall mesn all methods, fommuls, sysiems, inventios:,
discoveries, improvements, and works of suthorship or imvention, and a1 patent applications,
patents, trade pecrets, copyrights, copyright registrations, Confidestial Information, keaw-hey,
anit oitber foema of intellectus] or industria) propenty, owned by or lcenaed 1o Licessos in the
“Territories.” Upen the expiration of any patent or copyright, or the determination by a court o
afber competent authocity (et o patent or copyright 1s invalid or ureaforeeabis, engh patent or
copyright, as the cese may be, shali coase (o be “Licensed Technology'” fou purposes of this
Apretmmenl .

F. “Lipgosod Trademurics™ shall mean all rademarks, service maris, trade names
o other indications of origln cwned by or registered in the name of Licensar in connection
with Licensed Products or any business relstnd to Licensed Techoology, and the registrations
and upplicatics for registratios thersof, inchuding the marks Heted in Scheduls C.

G “Hiot Sples™ shall mean the amounts invedced by Licensss for all of its sales of
Froducts, [ess the smounts of any sales tex, VAT, shipping cost, dissaunt, or refands,

regardless of whether snch awouss are actually colbscted by Licesass. Inarder 8o aveid
duplicate royvalty peyments, Licensos’s sales of Licenssd Products 1o n Authorized Delegaie
ehill oot be included in the caleulation of Licsosee’s Met Sales 1f the Authorized Deelepate in
whligated to pay a royalty to Lisensor witk respsect o the Aviborized Delagate’s tesale of such
Licenged Product. Bales in the Teritories by Authorized Delegatos shall not be inchuded in the
calculstion of Licenpes's Met Bales. For pusposes of caloulpting "Met Sales,” the amount of any
sale of & Licensed Procuct by Licensss 1o aa AffiHate shall be no less than the amount that
would be invoiesd in an svm's length renssction for gala of such Licensad Prodoct wiik
comparable epecifications, qualitie snd quantiies.

H.  “Terrtoried™ shall mvsan the Exclusive Territory and Moo-Exchssive Temitory.
*Exchegive Temitory™ shall meas the country or countrizs specifisd in Scheduls A heests, “Pen-



Exchasive Tezritory shall mean throughaut the world, exchiding oaly the sountry or cousttes
specified in Schedule B herein, ! .

L “¥Yeloro Companies™ skall mean the third-party, "-'ﬁunlnrln-ﬁinw\r..lu
pabaidiaries and all other companies under its direct or indirect contol.

I Licenss

A During the term of this Agreemesd, and subject to all the termes and conditions
bereof, Lizensor hershy gramis 1o Licensee & non-trensfecabla |ioense within the Tersitories io uss
Lizensad Technolgy to masafactare, sell and distnbate Licens=d Products asd ta v Licenssd
Trademarks in conmection with tha promotion, sale md disaibstban of Lissnssd Froducts,

B. Liceness's o ghte under the foregoing lizenss ghall ke soolisive o the Fxclusive
Tarritory and nog-exchusive in fbe Non-Exclusive Temiiony.

. Licesses’s use of Licenesd Trademarks cnder this fommes shall irars to tae sole
benefit of Licensor. Licensse’s use of the Licersed Trademarks shall # all times conform to the
provisions of Section I heseof. Any domein neme incorporating & Licersed Trademark is
pabjest to this leense, and Licessee™s registmtion of sach 8 domeds sewe shall be oo behalf of
and for tha henaft of Licensar,

o, Licenses shall mot atfempt to tranefer, soblicenss or agxign its dghts onder thas
license, in whiols or in part, withewt Licensar's peior writlen comsent, which consent muy be
withheld gt Licersos’s sole discretion, except thet (1) Licens=e may sngage third parties as
distribamtars or metellers of Licensed Produsts, (if) Licensss may permit third partizs to refer o a
Lizensed Trademark on packapgmg and m promotionsl matesials solely for the puposs of
accarately identifying a Licenssd Produet thet by used with of incorparated into anofber prodast,
and {1if} Licensee may permit an Authorized Delepate to promots, distribote and gell Licensed
Froducts i the Exclusive Territory, In all cases, Licenses shall remedn divecily Hable for
performance of this Agreement by sach thind partizs witkin the Terrflories snd by any
Autbarized Delegains within the Exclusive Territry,

E. This Agresment does pot gramt 1o Liceness any right to use the Licanssd
Tochmology for the purpose of research or developement, or to ues Licensed Trademnarks with sy
producty or services other than Licansed Prodocte.

M Tem
A The term of thie Agresment shall comsnendc: on e dale fred written aborve and

shall extend for five years thercafler. The teem shall automstically reew for additiaral E'ru].!u.l.:'
iecrms tharsafier, umless:

1. Licenses copess 1o be an Affilisie of Licersor,

1 - Eliber party gives the other party »mitten notice of temmination 30 days
prior to the sxpiration of the thea-current tesm of this Agreement;



ER Thsplﬁiamwmlﬁﬂn;mm&hhﬁunm:m
4, TﬂtﬁmhhﬂmmmﬂmﬁnRMW.

B. Bﬂkﬂ:‘w:ilmd[mlynpm mmumurmammm
TEasOn:

! All rights apd Hmumdﬁ:nmdqihdlmn:

. Umznuhﬂtmnmmnuﬂnnmmmuﬂmunrmdm
Ligessted Produsts and ctase to ctherwies sy e tﬁruf'ﬂ!.urijhﬂdﬁmmm
hereundsy;

3 Ummtﬂ]ﬂumn&mmhmﬁrmumm
registration held by umnr.mmmmtmw

4. Limmihﬂﬂn:lﬂumnl'ﬂuliuﬂmdmmmhmb

i, memnduhmhm,wﬁm;mﬂ
reconds, fles gnd mmmmgmmcm&mﬁmufmumm
Prodiscs;




IV, Bovaltes
A Amowgt of Rovalties Owing
1, hmhmmmm.umﬂlmh

Licensar a royalty oa all snbes by Licensee of Licensed Products in the Terliorss, in
eqal 16 5% of Net Sales; " " et

2, AR withholding texes, tariffs, duties ar impasts irposed by any
povesement tpon Licensor with respect to the payment of royalting hereunder, shal] be witkheld
#nd paid to the genvernmenl by Licenses on behalf of the Licersor and shall be deducted Som the

B.  Time ad Methed of Peyment

1. Ummmﬂmﬁum&.wﬁﬁwdﬂuﬁmu:
=nd of each moath of Licensee’s fiscal your, ar at such other times & the parties may from fims
for Lo agTes.

Z All sayalty payments shall be made in pach currency snd o saed place as
ey ba specified by Licesgar fom time & tima.

3, Licensee shall keep trus and socursic books of sccounts shewing all
aperations fhat ars subject lo this Agreement. Licensor shall bave the right to inapect, or tn caues
42 sccountant or ather suthorized agent or agents to ingpect, Licenses's books snd records fo
verify that Licenses has padd all rovaliies owing to Licenses.

Ao ﬂﬂ!hﬂinthﬂjmniTﬂluﬂmmwmm
pelentt, copyright, bade secret dghts, and trademark rights throughaut the Territories, shall at all
times bebang to Licengsr. Lisenses shall nod under amy chroumstances assert rights in the
Licensed Techoalogy or Licensed Trademarks, or in any past thereaf, wmor sball Licenses fake soy
action that sould & any way challenge, dimisish, eltey ot 6f¥ect adversely Liccnsor's righta i the
Licensed Technalogy and Licemsed Trademaris. Licenses shull not adopt, uss or sltempt to

Teguiter any nisne, mark or domain name that is similes to, or lkely to be confimed with, a
Licensed Trademark

B Licenses shall cooperats in the execution of sny documents, mnd the taking of any
other action, that Licensar reasanably requests to create, record or perfect Licensor's sole and
exclusive oamership of the Licensed Technology sl Licenssd Tradsmeris, including t the
feregoing: execution and filing of sppropriate documents to qualify Licensse aa & registered user



€.  Ligensor shall have the sole and exchasive discretion with respect to, and shall
bear all expenscs related ta, the prosecution of all spplications, payment of all anrmities, the
filing of &l &x tenvsioms: amd rencwils, and all other' dits necessary to chiain, protect or maistsls
rights in hic Licensed Technology and Licensed Tradensarks during the term of this
Licesor sl reimburse Licenses for acy woch cxpenss that may be reasomably incarred by

Licensee ghall promptly advise Licensar of any third-party's misuss or infringement
or passible infringement of the Licersad Tackmobopy or Licensed Tradernarics of which
Licenses becomes aware. Licsneor shall decide, in its sole and exclasive discretion, what
sction o take or not o take in response i any such rrsass or infingement, and Licenses
sbiall take 0o sction in reeponss o any such minuss or Infrinpement mbess instructed to do
by Licensor. Any action so taken by Licenses to protect the Lissnsed Technology ar
[ieenssd Trademarks chall be deemed taken on besalf of and for the benefit of Licensar,
All expenses incurred In conmtetion witk sny action taken o protect o enforcs tights in the
Livensed Tachnology or Licensed Trademarks shall bs bome exclustvely by Licensor.
Licezsor shall reimbisrse Licensee for any such expenss that my b raquested by Licensor
of aleraise reasonehly incarmed by Licenses.

VIL - Wamsnty, Disclaimer, |
A, Licenpor warmsats thet the Licensed Techmology sod Licensed Trademarks do net

infriznge the pabent, copyright, rade secret, or ather propriemey right of any third party in te

B. LICENSOR DNSCLADLS ANY AND ALL WARBANTIES OTHER THAN
THOSE EXPRESSLY SET FORTH [N SECTION VILA., WHETHER EXPRESS OR,
IMPLIED, INCLUDING WARRANTIES OF MERCHANTARILITY, WARRANTIES OF

FITHESS FOR A PARTICULAR PURPOSE, AND WARRANTIES OF NON-
INFRINGEMEMNT. .

[ Licenses shall prompthy infoem Licsssor of any claim ar threstensd claim thet
myplnqimn]:.iumld Teackmplopy of eny Licenssd Trademark infringes any cloimed gkt of
tmy thied party. Licensor shall have the right to defend or to seftle, in its sole and exclusive
diseretion, any nech cloim or threstened claim, Licensar shall isdecnily and hold Licenses
herenteas from end against sy fmal, non-appealable award of demages that say be entored




D Thpmiﬁmufsmﬁm‘mmunmn’:mhmh;iw:ﬂuﬂumbiﬁty
o Licezaee, and Licensoe's sols, exclusive and entire remedy, for any claim relating to the
Licenses's uee of the &mﬂwmﬂmﬁmﬂmwmﬁmﬁpm
SOPYTIESL, trade sscrel, ot otber proprictary rights fnfingement or misase,

CUMULATIVE mﬂmmmmrmmmmm
CUMULATIVE mmmmTumﬁumrmmmmu

A.  Licensse ackeowledges that sl Confidential Information is = valuabls ssiet of

Licensar, the value of which wauld be substantially diminkshed or destroyed by unsaibeorized

B, L&mnhﬂmtﬂi:hnwﬂunmmhmm
customers, or ather perions without fhe conseat of Licensor, sxcepting only disclosare to one of
the Velcro Compamies.

c. Licensees ghall enter into written confidentiality or nondisclomure agreements and,
Waare appropriste, pon-competition agreements with Licerses's employess, with vendoes to
Licensee, and with asyene else to whom Confidential Informstion & o may be disclopsd. Such
agreemenita shall boin 2 form and subatence satisfaciory to Licsnses,

D.  Licenses shall take all other actions reasomably necessasy of advisshle to prosect
aad madntein Licensor”s rights in sll ConSdegtial lnformation, These actions ghall iscinds,
wittut Emitation:

' L Establistment and maintenemee of security procedures at all of Linensse's
Ingations at whick Confidential Information iz ket or used;
3 Informing Licenses's employess that Confidential nformation i

1. Informdng Licenses's employees on & periodic hasie of the importance of
muintaining the sserecy of all Confideriia] formation; and




4, Buch otber sctions s Licensor may ressonbly requsst 1o maissin the
secreey of all Confidertial Infermation.

A

with the standards for rademark usage that are setablished from time to time by Lisepsor. Thess
include, without limitation, the ballowing:

Liceosee"s use of the Licenasd Trademarks shall ot all times be in scceedinos

1. Lizenses shall use the Licensed Trademsrcs acly on of in consection with

made using the Licensed Tecknology and suwch other products as may be spproved by
Licemsor from time io time; rod

-4 Al products mamfssioed, diedbated or sold by Licensss undsr or ia

canpertion with e Licensed Trademaris chall mest or sxoeed Licensor's stendards of quality,
as maY be eqtablished frem time to tme by Licensor.

B.  Licensor myy mspect Licenses's products, packaging, advertising, &nd premises
apon rasnable nobde bo sneare complianes with the foregoing requirements. .

C. All benefite and rights arlelsp fom wie of the Licenesd Trademarks by Licenses
shall fmes to the benehit of Licensor. Licensor shal] own all rights in the Licensed Tradsmarks
and the associated goodedll, and Licensee shall not refain or cladm any rights thersin or
challengs Licensos"s rights therein.

D Licensee shall mogk Liceneed Trademeds with the appropriate symbol ™ or & 23
diresbed by Licersor. A1 of Licensee"s sdveriming, promotion, and packaging of Licenssd
Pradizcts shall bear the sppropriate Licensed Tradernark and the relatsd appropriste patent and
trademirk legends, cach as specified by Licensor, including by way of etample, the fallowing:
“The mark i grmmed by Veloro [ndustriea, B,V or “LLE, patent po, &nd
putents pending. "

X Tenmimatiog
A Thiz Agrecment may be termingted by Licensor

I if Licensos defenlts in any of is obligations hereumder and falls 1o come the
defpslt within 30 days after notice by Licsmsor; ar

* if Licenses is insclvent or becomes invalved in voluntary or invelustary
banknaptey or similar procesdings.

B, Any mmmamxmﬂb::ﬂhﬁw lnumdiml:.rupun Licensar
Eiving writien notice Wn} Liceusse.




XL Assigninent

A Ihmﬂyuﬁ:nﬂﬁlﬁmmdlﬂ of ity rights and obligatione
harmiilmﬂlnrm and, upon soch assignment, Licensor skall provide notics o Licenses.
humm;wqmmmmnudmﬂmm the rights and obligations of
| Licensor, inchutiag e cight of aesignment umder this Section XLA. Witheut limitation to the
for=geing, Licensor may make an ussignment to Veler HoMings BV, ar any other of the Velero
Companizs substantally in the form of Exhibit I herstn.

B, Lizenses chall not assign this A greament, or any pert bereof, without the pdor
wiliten comeent of Licensar, o ’

ML  Gemaml

A Thiz Agroement, togeiher with all Schadules bersin, constitutes the it
mgrecment of the pacties with respect 1o its subject matter, superseding all negotistions nd prior
pgresements, The parties intend Boe this Agrecment 1o superseds end terminate the License
Apreement dated Octaber 1, 1987, and £l sddends thereio, ',

. B, The faihere of Licensor to enforce its rights or remedies undes sny part of this
Agreenient shall not waive e right to enforce the mme part st & different time, ar to enforce
oither parts of this A grecment.

2, Ifamy provigon of this Agresmest o unenforessble, it shall be seversd from the
belence of the Agroement, which shall remsin in fill force and effsct, To the extent taet sy
provision of this Apreement may be deemed excessively broad in duration, soope or &ny other
espect, it shall be enforced Lo the maxiomem extent consistent with applicabls ko,

I Thde Agreement may b executsd in two or mors connterparts, sach of which
shall be considered &2 ongmal,

E Any difference, dispube or claim that may srise ander this Agreerment shall be
sibmitied to binding arbitrafion Such arbitation shall be beld in sccordance with ths
UNCTTRAL Arbitration Rules then in effect by theee (3} arbétratars appoimted in accordance
with such rales. Such arbitration shall tale place in the Engligh loguage. The decision of such

arbitraticn ehall be binding on hoth parties, and a judgment o an sward modered may be sntered
n any courl af competent jurisdiction '

F.  Licensar and Licenses are independent contractors and are nof, and shall not
| Mpresent themselves as, principal and agent, partmers or jolet vennmens.
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(SEAL)

10

VELCRO CANADA, TNC,

Tifle: Fresident
DHE: Sepd, 29, 2004
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Sloveia, Slovenia Spain, Sweden, snd Usited Kingdom.

Mexico

Timited Stab=s
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SCHEDULE C
“Licsgsed Tredemarks™ include, without limitation, the mirks listed on the attmched

L L
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existing urder the laws of Tha Netherlands, with its principal place of business il Castorweg 22-
24, Caragao, Netherlaeds Antilles end registored imder nember 72161, and Veler Hil

B.V. ("VHEV"), a Netherlands private Henltsd Habilicy company located ot Amsteldijk 166,
1079 LH Amaterdam, The Metherlands _— . .

WHEREAS, VIBY wishes to assign and delegate, and VEBY wishes to gblain and
sume, ceetaln dghts and obligations usder the Subject Agresment: and

WHERBAS, the partios wish to provide for the peyment of royalties by VEEY 12 VIBY;
HOW, THEREFORE, mmwmmmhmmm far

ather good and valable consideration, the receipt and sufficiency of which are hereby
mowlsdged, VIBY nd VHEY bersby agnes as Sollows:

1, mmvhqmdﬂummdMthhrmmaﬂmw
i duties of VIBV under the Subject Agreement.

Eights Retsined by VIRV, VIEY is and shall remain ewner of all fght, Gtle and
interest in and to all patents, patent mpplications, technology, trude secrets, know-how, marios,
regiptrations of mesks, wﬂnﬁmﬁrhmﬂm,pu-ﬂwﬂmd wiber proprictary
'mmmmwmmm Agressment, including the “Licsnsad

i hﬂmil&ﬂﬁjmhmhmhmﬁdlﬂ#hdﬂﬂuhﬁmﬁmml
mlfﬂlhlﬂmmntﬂﬁmuﬂmu]:mﬁ\rtﬂv,ﬂlﬂmnfmhmnﬂ:h
&Y or mny party to the Subject Agreement shall imie to the benefit of VIBY, WVHEY agroes
1o masist in applicetion for such patents and registration af such marks in the name of VIEV o
[aD mmmm\'mymmqtu,hmmmm“wfmphpmndm:-h

14
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gistrations, &nd in such recording of VBV or the third party to the Subject A gresment as a
ser a5 VIBY may request. Wothing in this Agreement shall be corstrusd as grnting VHEY a
jcenge undet any other patent, technology, trads secret, know-how, mark or ether proprictary
ight af VIRV ot nh-mu:mrm: #ublicenses, other than purscant i the Sehjset Agresment.

nd shall, unless directed otheraise by VIRV, take sppropriste stepe 1o resnedy any such breach

mnathorized disclosure. Without limiting the gencrality of the foregoing, VHBY shall palice

the wss of the patents, techeology, trade sacrets, mow-bow, and marks Beensed under the

Ruhject Apresment 50 &3 0 malnkxdn YIBY"s high standards of quality kn the poods ar ssrvices

n conmection with which sny of the foregoing proprictery rights ece wsed, end VHBY skall

= Iumﬂ:whhgtdmufmrpmhmmwnmhm

- 1, SeCuring, perfection or protection of the rights of YIBY order the Suhject -

semen mﬂhﬂiﬂgdgﬁht@rﬂmgmm?mrﬁﬂmmufnnﬂihmmﬂ

[BY in ey cotmiry where VIBY may so reqeest, in reaswal and maintepsmee of such

registmticas and in soch recording of goch party as & wer a8 VIBY may request. VHEY shail
such action & VIBY may direct in order o exercise any right to mudst under the Subjet

greeruend, of to take any action regarding the isfingement ar alleged infring=ment of the

arepristary right of any third party by VEBY or eny party to the Subject Agresmest or the

Fringement by ey thind party of ey propeictary nght of VIBV.

% Thint-Perty Bensficiary. The parties hersby agree (hat VIBV is an express third-
pasty bengficiary of the provisions of the Subject Agreement assigned 1o VHBEY, and VIBV shall
pa entitled 1o exervise the rights of the licensor and enforcs the obligations of the Gosases under
; E‘Hh;lll&[hgrmm_ VIBV shall have the right o enforce such rights under fhe Subject
Eeerncnl oo s awn behalf in 1% sole discretion. VHEWY ghall nmvmvnum

3 WIBY mquests in connection with the enforcement of any such rights,

&, Epyalies, VHEY shall collect rovaliies from the thind-parly licenses undes the
et Agroement (refierred to therein as the “Licenses™). VHBY shall pay 1o VIBY an smount
qail 1 the royalties collected, leas the amound spproved by the Metherlands tox auihorities 1o

ever YHEV s related costs,  Each panty agroes 6 separately notify the other of all tax rolings
kabed 20 royaltics and the Subject Agreesent,

Pavioent Temme. ALl amoumts owing ander this Agreement shall e paid 20 VIRY

; mhm&ﬁﬂtthTWBythruhﬂwmmhlmw

agnaled by WIBY, in the cumeney In wideh the royaliies are received by VHEY, VEEY shall !
bay alll feea, sales, use, value added or ather taxes ar governmentel chesges of ooy kind msessed i
pon Of in eoamection with the transactions contemplated by this Agreement as raquined by :
therlands law. To the extent that any sach txes or charges are paid by VHEV by way of §
pi] uﬂdmawdnd:mm for ar on accoamt of VIEW, nmhmmmﬂhudmh:dbyﬂﬂ‘-'
Froms the: aneoust swed undsr this Agresment,

ia
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8. Books sd Recopds, Apdit Throughout the term of this Agreement,
Wﬁmqrmuymm.mmmmummzﬁ;m
the amourts awing hereundes and VHBV"s complience with the t=rma asd condiions of tis
Apresment, mlhlﬂ Mﬂhﬂgﬂhiﬂ.ﬁlﬂnﬂﬂdﬂﬂimhhﬂhﬂdm{d;mmm
compliemcs with the tenms of this Agreement Amy such adit shall be conductsd onfy by VIBY,
& regreseniative of VIBY, or m independent waditor designuted by VIBV, and ll audits ghall be
concacied during regular business hours, In the event that during such sadit it is determdned that
the unpaid fees owed 1o VIBY excend five percent (534) of the fess actually paid by VHBY to
VIEY ance the time of the previows andit (or the begimming of this Agreement if nuch sudit ip the
first audit bereurder), tren VHEY shall pay the costs of sach andit,

8. Termapation. VIBW may terminate this Agreement for eny reasan, or for no
reasan, thity (30) days following VIBV"s written notice of terminstion sent to VAEWY and upos
VIBW s assuzption of all sights, duties, chligations and Habifties wsder the Subjsct Apresmen.
In additior, this Agreemenl shall terminates asipmatically snd witheut notice upon termisation ef
the Subject Agreement, Termination shall be effective without notles to ar action by any coust
or ot legal suthority, Upom termination of this Agreement, &ll fghts in and af] chligations
nider the Subject Agreement shall revert to VIBY,

10, Furthey Asearancss. VEHBW skall take such acttons as VIBY may reasonably
request in order L secure, perfisct or protect the rights of VIBY usder this Agresmaent or any
Subject Agrecment, including withowt limitation, executing such documestes as VIEY may
redquaesal in cosmection with righte in patents, techealogy, trade serel, know-how, merlss, and
oikeer proprieteny rights ander the Subject Agresment or Aoy reversionary inferest of VIBY
falkowing termination of this Agreement,

12, Severstlity. Ifamy ome of mece of the provisions comtamed in this Agreement
bl for amy reason be held to be invalid, illzgal or unenfiorcesbles in amy respect in any

13.  Byccessors apd Assigns. This Agresment shall be unconditionally assigrubls by
VIEY, WVHEY hall oot aesige this Agreement or any right thersemder without the phor written
cowdent of VIBY, This Agresment shell inume to the benefit of VIBY end lis sacossson ad
nesigng, snd shall be binding upon VABY md its saccessars and aeeigne.

16



[N WITNESS WHEREOF, the parties have through their duly anthorized
Tepreasnisives execuled and delivered this Agrocenent under ssal with cffect &8 of the date

"M firet wriiten aborve;

(SEAL)

By:_

Mame: Pagick D, Todkill
Title: Pregident

VELCRO INDUSTRIES B.V.

_ Mame: Bobert J. Huyzen

L7

Title: Maraging Director
Date:

VELCRO HOLDINGE BV,

H'l:m: Peter H. Boass
Tifla: Managing Direcios
Diatier; :

17
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APPENDIX E

mmmﬂpﬁmm&mmm&umrm 1, 2003,
between Veloro Industries B.V. ("VIEV™), a private limited liability sempany ergasized and
niﬁg:ﬂt&hnhh"tﬁnhndqwhﬂuphui;ﬂphuﬂhﬂnmdﬁnﬁn;ﬂ-
24, m,ﬂmmunmmmum,mwm Huoldings
B.Y. ["VHBV™), 2 Metherlands privats Bemited linbility campany located 22 Amsteldifk 166,
1075 LH Amsterdem, The Metherlands.

WHEREAS, VIBY hes entered info & certais License Agreement, effective s of Oclober
1, 2003, wish Velere Canada Ino. (the Licenses thereander) relating to the licensing of Licensed
Technology snd Licensed Trademarks (fhe " Subject Agreement™); .. i

WHEREAS, VIEY wishes to uﬂp::d.iﬂ:m;ﬂm?ﬁ.-huhﬂhﬁmd
assume, certain rights snd obligations under the Subject Agresmest; and

WHEREAS, the parties wish 1o provide for the payment of rovalties by VEBY b VIBV-

NOW, THEREFCRE, in consideration of the mutual promises herels soetsined, s for
other good and valushle consideration, the recsipt and sufficiency of which are herehy
ecimowledged, VIBY and VEBVY hereby apres i follows: -

L Assignment engd Licenss. VIBY herchy wexigns, sots over, tranafers and conveys,
and VEBY hereby acctpty, the Subject Agreement end all rights of VIBY under the Subice)
Agretenenl, olber thin the rights retained by WIBY as set forth In Soction 3 of tis Agresment,
WIBV bereby grants fo VHBY the right to grant seblicenses under the patents, tackmology, trade
serreld, kngw-how, end mades cwned by VIBY and idegtified in the Subject Agreemes, solely
purusst o the leenses sef focth in the Subjsct Agresmesi.

. Aggumptioy, VIBY bereiry delagates, and VHEV herebry nisames, all obligations
and doties of WIEW undes the Suhject Apreemeny.

© 3 Rl Retaiged by YIBV. VIBV is and shall remaln owner of el right, title and
inpetest in and to all paients, patent applications, technolegy, trade secrets, know-how, marks,
regiitrations of marks, applications fior the registation of goodwill end olker propmistery
rights licessed under this Agresment or the Subject iocluding the "Licensad
Teckoology” ind “Licensed Trademumks,” a5 thase terms ars defined in the Subject Agreement.
Motkang hﬂﬁ.llmtﬁlﬂhmmuﬂnmm,mﬂtquﬁ
relating to the cremership of any of the foregoing to VHEV. Withoot limiting the generality of
b focegring, all rights in wach marks and all rights eeder the Subject Agrosment respacting
such enarks whall remain st 41l times the sole property of VIEY, and all use of such meris by
WHEW ar any pary 1o the Subject Agrecment shall (nre to the benefit of VIBY. VHEV agrees
to nseist in application far such patesty end rejgstration of much merks in the name of VIBY i
any couniy whers VIRV mey o msquest, in resewel and musntenance of sech padests and such
registrations, ind io Fuch reconding of VIHE'V or the thind pary to the Subject Agrsement as a
user s VIBY may roquest. MNothing in this Agreesnent stnll he canginesd w8 granting VHEV &

LS




liumuhnd:mnﬂnrpm, techoalogy, mﬂmw.mntumFm'
right of VIRV gr 5 license to grang lﬂmmmuﬁmmhhhmmﬁn&

m:&mﬂmd.lﬂm»mw hym}_lﬂhimﬂ;m muthorities to

eover VBV related costs, Mmmhw}-mﬁrhnﬁnﬁﬂm nidings
related 1o rovaltes tnd the Subjoot Apresmemt

8 Books snd Regords: Audit Ttu'mmﬂhl:uufﬂlhﬁm;j.mdﬁn
marmmm,mvmmmmmmmmdm




the amoants owing bereumder and W-mﬁmﬁmmmmmﬁm
Agrement. ‘-’Iﬂvnhnllhwnﬁ:ﬂm:niuymud eudst all

VIBY since the time of the previeus nﬁt{uhb:ﬁnnh;nfﬁ:!mﬁifmnhnﬂﬂilm
Hnt:udjthﬂttnﬂn},_[hm‘-’HB\fMpwhnm of ench gl .

g mmmmﬁmhmmwhm
mﬁwm]unﬁhmmv'-mmwmmmnmvmm
VIBY's aspamption of all dghts, dnties, abligsticns and Enbifities imder the Subject Agreement.
In addition, this Agresment shall fermsinate Iﬁnﬂuﬂynﬂnﬁﬂmﬂmmmﬂ
the Subject Agrecment. Termination shall be uﬂh&wﬂﬂ:nmmuntnmmhymymuﬂ
or other logal authority. Upoa tetmination of this Agresment, all Aghts in and all obligations
under the Subject Agresment shall revest ta VIEY.

0. Puther Assarances. VHEV Mmmh:mwummwly
request in ardes to secuze, peefect or protoct the rights of VIBY undes this Agrosmest or any
Euﬁ:l@miﬂdﬂmmmlﬂdWﬂmVM
mmhmﬁmmﬂmmmmmmm.mmhmmm

Il Amendeeni gnd Waives. WHEY sl not smend the Subject Agresment, or
waive the uhmulmyp;wiahm:h:miﬁhﬂhmmmwﬁﬂmmnr
VIBY. Mo emendment ar waiver of this or ey pravigion thersnf, ghall be affective
MWBFWMWMWMHWMMHM

12, Sewerabdlity. lfmrmwm:nfﬂiumﬁlmumﬂdenﬁthpmm
Jhuhmrmmhhﬂdm.hhvnﬁﬂ,ﬂhp]mumﬂ:rmhinmrmmium
Mmmm,mmwwmmrmmﬂmmyaﬂnmmimnf
hmhmhmhmmwmummmmhmh
,ﬁniﬂrﬁmmuwhuﬁd.hﬁ.mdmﬁnrmbhmﬁ:mmmmhm
arisdiction

13.  Successons mnd Apsigng. This Agreement shafl be unconditionally essignabls by
YIBV. \'Imvmum:mmﬂu&muwdﬂmwun&mnmphnﬂm
congent of VIBV. This Agreemnert shall lnurs to the bensfit of VIBY and it FuCCessaTs and
nﬁw.mtﬂhmﬁ;m\mmﬁ;mﬂuﬂm

.....
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mmﬁ“’mm,hpnﬁummnhm& duly authorized

representatives executed and deliversd this A gresment under seal with effect 4z of the date
firet wrztien, abeve: .
YELCRO BY. .
[BEAL)
N
: T, Huyzen
Tiibe: Managing Director
Diate: 15 September 2004
(REAL)
Acknowlsdped and A sreed:
VELCRD CANADA NG,
B - (SEAL)
ck 1.
Title: President

Detr: Sept, 29, 2004

[ ——




pvr

Seen for legalizatics

the signature appearing on the attached desiment of
Mr. ROBERT J. MurZmw. cesiding in Curagas, Wetherlands
Antilles, acting in his capacity of managing direster of

the limited liabhility company vercmo repog@TRIES B.¥.,
sgtablinhed in Curagas,

by ma, Gerard Christeffel Antonius Smeats, & civil-law notary,

reslding in Curagac, on this sixtesnch day of Bsplenber Two-
thousand Four,

e —————
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CANADA
: MOTARIAL CERTIFICATE OF EXECUTION

F'HD\I"HE'I. OF ONTARID

I, Chiistopher Leslie Moon, a notary public n ard for the Brovince of Ontasic, by Rayal asthacity
duly spoiuted, practising at hé City of Braenpton, n the Regionsl Musicipalty of Pec, in the
Provinee of Oatario, certify as lollows:

1. Domuwitnes and was present snd saw the following documents execiiied et Brampton, Oniardo
’ mmmmwsm,m:
() Assignment, Assumpiion and License Agresment between Velcro Industries B.V. and

© Velen Holdings B.V. signad by Patrick D, Todkll

2. Patrick D. Todkill was ientified to me by photo identificetion and T verily believe that the
pmh!hmﬁmﬂwc]ﬁﬂuﬂhﬂmpmnfﬂmmumuﬂfmﬂmhmm

T Witnists Wheresf I have set oy hand and affixed my seal notaris] st the City of Brampton, in the
Regional Municipality f Peel this 29% day of Septessber, 2004 )

o1 Lestle Moan,
Mstary Pablic iv and for the Proviscs of Oniario

Thivvis Whadills i O et
La_d_zu.aum... ety #+tia. Snle
. md Lwlskum LA




o NautaDutilh

HOTARIAL CERTIFICATE

Seen by me, Wiinand Hendrik Bosseabroek, civil law sofary in Amsiendam,
the Netherkods, for begabisstion of the wpnutare of :

- MrPister Hendrik BOSSE,

whis, acconding oo information civtaimed fromn the Trade Register of the
Clamber of Commerne of Amstendam, on e date hersof, is (7) & Masaging
Dirzctaor of VELCRO BOLDINGS B.V., established i Ammiedanm, and (i
i maled capacity wethorized 1 represent this comusy acting salely,

Amsteedarn, § Oeiober 2004

This notaris] cestiSeate is siriodty Hmited o fhe legalisation of & sigrtey s the
maery sinied Shersin ap the jume 15e-oa roooed with e gbeve Chamber of Commesse.
In this pormection 2 shoeld ba moisd hirmever et tae athoring i repessent ihe whave
aomspany appearing From Ge Chsmbes ﬂthmnm_rh]hin:!h’-
maiar, wachas confliot of itesest, abtrg vires mnd ommdn ciher [egal mattery, moes of
wiich | Barvs imvestigunsd for the parpos of the presest cerificate.

Pl Y, Ve e o] 7 Slere, The Hifberinsds ond o megiassd i S Corpneesa) Rapriar o
Flrfied e ot murriber T4110320 A9 sarvicas ardd ooy sk e mrried oo e & carndrecs. o
preimuionsd serdo [Movermeicr v i) st MesaDudE LY., bl i S gl

cand i o Misaln b N Y. Thos oo comdirions ol o, STer g e perdpe, o Hmisboe o
ity chidie el e boen Mad wi S Romerden Court of Pirg Fasss. Thes o be corea ot s
wwrw resababotTh comm wall wAl e peariied fron of dhifgs upos: moue—

AFO 0 PR Rl 1 77 9 T Bk 690 06 00 BeraPinir, T, Rcncmamt Marma
¥nalilerkomy Mofarinm Amerdes Musa et K Y.

H20ITEET AMS C 15502/ 2







