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UNITED STATES DISTRICT COURT e
SOUTHERN DISTRICT OF FLORIDA poni i

Palm Beach Division

STEVEN A. SILVERS, an individual,

Plaintiff, |
V. CASE NO. 05-80387-ClV ‘
GOOGLES INC., a Delaware corporation, (Ryskamp/Vitunac)

Defendant.

GOOGLES INC., a Delaware corporation,

Counterclaimant,

STEVEN A. SILVERS, an individual; STELOR
PRODUCTIONS, INC,, a Delaware corporation;
STELOR PRODUCTIONS, LLC; a business
entity of unknown form; and STEVEN ESRIG,
an individual,

Counterdefendants.

This is a simple trademark infringement action that should proceed with normal discovery

and as a unitary jury trial. Google offers no reason to bifurcate discovery and the trial other than its

own desire to orchestrate the piecemeal litigation of issues that it prefers, i.e. its “validity” defense to
Silvers’ trademark registration. Google's request to carve out one of its defenses for special treatment
would severely prejudice Silvers by the considerable delay that would result in a separate trial with a
separate discovery period on this one small non-dispositive issue, and deprive Silvers of his right to
prove his infringement casc to a jury in one complete case. In fact, the issue Google secks to try first,
namely the validity and ownership of Silvers’ trademark registration, is only one factual issue of one
clement that the jury will consider in a seven-part test of likelihood of confusion that will be litigated

in Silvers’ infringement action. And, more important, Silvers’ trademark registration has

~

v
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incontestable status, which is conclusive evidence of ownership and validity for purposes of proving
infringement. See Ocean Bio-Chem, Inc. v. Turner Network Television, Inc. 741 F.Supp. 1546 (S.D. Fla.
1990) (district courts should not consider incontestability as separate factor distinct from other
factors used to determine likelihood of confusion.) The incontestable status of Silvers’ trademark
mecans that Google is statutorily prohibited from challenging the ownership and validity of Silvers’
trademark registration on the grounds of an “invalid assignment” or “inconsistent use,” because
neither is one of the seven permissible defenses enumerated in 15 U.S.C. § 1115. Therefore, halting
all merits discovery and holding a separate trial to determine ownership or validity of Silvers’
trademark registration would be meaningless.

Furthermore, even if Google had a valid defense to the incontestable status of Silvers’
trademark registration, that would not obviate the need to try the infringement action. It would
simply reduce at trial the conclusive proof of validity and ownership of Silvers’ trademark registration
to prima facie proof. It would be a considerable waste of time to halt this entire litigation solely to
determine what burden of proof Silvers has at trial on this one factual issue. Besides, if at the
conclusion of normal discovery (or earlier) Google has undisputed evidence to support a valid
defense to Silvers’ incontestable trademark registration, it can move pre-trial for partial summary
judgment on that issue and if it prevails then the trial on infringement will proceed under the lesser
presumption of validity.

While we recognize that an affirmative defense if proven can defeat liability in a case that
does not justify bifurcating the case so that all merits discovery is halted while a jury “determines” the
defense first. If that were true every case would proceed in reverse order rather in the traditional
manner where the plaintiff has the opportunity to obtain its discovery and prove its case before the

jury considers the defendant’s defenses. Trademark actions in particular require that the plaintiff
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prove infringement prior to any consideration by the jury or trial court of affirmative defenses. See .
Lyons & Co. Ltd v. Republic of Teq, Inc., 892 F.Supp. 486, 493 (S.D.N.Y. 1995) (denying bifurcation
of issue of validity of trademark before determination of likelihood of confusion).

THE HISTORY OF THIS DISPUTE

Steven Silvers filed this action against Google to prevent it from expanding its use of the
“Google” mark - - which has been used by defendant only since 1999 and almost exclusively in
connection with a search engine - - into the children’s market where Silvers has used the nearly
identical mark “Googles” in connection with children’s books and entertainment since 1979, long
before Google was founded. In fact, the two founders of Google, Larry Page and Sergey Brin, were
barely out of diapers when Silvers began use of his “Googles” mark. Since that time, Silvers through
his personal efforts, the work of various licensees, consistent presence on the Web, attendance at
international licensing trade shows, and many millions of dollars of capital investment, has developed
the “Googles” trademark and concept from a children's story into a potentially successful multi-media
children’s entertainment project, which by now includes several professional music CDs that are
among the top downloaded children’s music in the world, merchandise, and an interactive website

located as www.googles.com (registered as a domain name in 1997). Silvers now owns dozens of

“Googles” related trademarks, including “Oogle” and “Goo,” over one hundred domain names that
incorporate the “googles” name, numerous copyrights, and a patent. The successful further
commercial development of this project, however, depends entirely on Silvers’ ability to attract
licensees to further develop and merchandise his characters.

The time and effort of Silvers and all the investor money that has been poured into the
“Googles” project is now seriously in jeopardy by the reverse confusion created by Google’s use of a

nearly identical mark. Although Silvers has taken steps to avoid consumer confusion between the
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marks, Google has rebuffed every request by Silvers to take its own steps to prevent confusion. And
now, Google apparently belicves that because its mark has become so well-known and its company is
so much larger than Silvers, it can simply disregard Silvers’ superior trademark rights and expand
unfettered into the children’s market where Silvers has been for over two decades, and lay claim to
all words in all markets that use the “Goo” and “Oogle” formatives. Although Google derides Silvers
for not being as successful as it has been, fortunately for Silvers trademark rights are determined by
priority of use not by size or fortune.

Google’s motion to bifurcate this case is nothing more than an attempt to deflect the Court’s
attention away from Google’s infringing conduct, and taint Silvers as an opportunist hoping for a
windfall settlement.! Nothing could be further from the truth. Every moment of Silvers’ adult life
has been devoted to developing the “Googles” project, and it was only after Google refused to take
corrective action to resolve the inevitable confusion, started to incorporate the name “googles” into a
variety of domain names, and then sought to expand the use of its mark to the children’s market and
assert exclusive ownership of all similar marks, including all marks using the “Goo” and “Oogle”
formative, that Silvers filed this action. Silvers wants to prevent the erosion of his long-standing
trademark rights and protect his ability to develop his “Googles” characters into a successful
children’s entertainment production. Silvers understandably wants -- and is entitled to keep - -
Google out of the children’s market and to remedy the reverse confusion that is crippling his ability

to further commercialize the “Googles” project.

' Google continues to gratuitously refer to Silvers’ conviction while failing to mention thar the conviction
was overturned. Silvers past, while interesting and pivotal to the development of the “Googles From The
Planet Goo” book, is a red herring that has nothing to do with whether Google is infringing his trademark
rights, and is clearly injected here by Google to bias the Caurt against Silvers. Furthermore, the license
granted to Stelor was not based on any need to distance Silvers from the “Googles” project. The license
agreement and a separate consulting agreement between Silvers and Stelor Production provided for Silves
direct involvement in the project, including that his name always appear in connection with all “Googles”
related products and promotional materials.
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The True And Accurate Timeline Of Events
Google’s severely truncated timeline of events leading up to this lawsuit is grossly inaccurate
and misleading. Google would like the Court to believe that the current fame now associated with its
mark existed way back in 1996 when Silvers first registered the name “Googles” as a trademark and
internet domain name, and that Silvers was a visionary who concocted some plan to await the
commercial success of Google so he could sue them and collect a settlement. The truth is that
Google was incorporated only a few years ago, and what is now the heavyweight search engine (and
stock market darling) was in 1996 just a relatively unknown experimental academic model that
offered free Internet searches under the name “Backrub.” Silvers began using the mark “Googles”
almost twenty years before then, and could not have foreseen that two 4 year old kids would years
later adopt an nearly identical name that would become famous as a search engine, and then expand
that mark into the children’s entertainment market providing him an opportunity to conspire with a
then unknown licensee to sue Google. If Silvers had such clairvoyant abilities he would be better off
using those talents to make millions on Wall Street. It is ridiculous to even suggest that this is
anything other than a legitimate and serious trademark infringement action. We have submitted an
Appendix with this Response that contains the true and accurate timeline of the development of the
“Googles” characters and trademarks, and ultimate collision with Google that has lead Silvers to this
Court.
ARGUMENT AGAINT BIFURCATION
This straight forward trademark infringement lawsuit will determine whether Google has
caused “reverse confusion” through use of a mark that is identical to Silvers’ trademark, and should
be prevented from expanding its mark into the children’s market. The jury will determine these

issues based on the well-known seven-part likelihood of confusion test.
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As stated in its Motion to Bifurcate, Google is defending this action at the onset, not by
contesting liability, but by asserting two affirmative defenses that challenge the ownership and
validity of Silvers’ trademark registration, typical defenses asserted in any trademark infringement
action. Google, however, wants to dictate the order of proof in this case, and is requesting that the
Court bifurcate the proceedings and stay all discovery and other activity in the case, so that it can
take discovery and litigate first the validity of Silvers’ trademark registration based on an assignment
of the mark to Silvers from his company. This makes no sense whatsoever because Silvers’
trademark registration has reached incontestable status and the defense raised by Google, namely an
allegedly invalid assignment, is statutorily prohibited under the Lanham Act. Even if this was a valid
defense, the factual issues raised are inextricably intertwined with the facts and issues that will be
tried under the likelihood of confusion analysis. Halting all merits discovery so that Google can
litigate its pet issue would cause unfair delay to Silvers in bringing his infringement case before a jury
and increase, rather than decrease, the time to litigate this case.

A. Silvers’ Trademark Registration Is Incontestable And Conclusive Evidence Of
Validity and Ownership.

In 2003, The United States Patent and Trademark office granted Silvers’ registered
trademark incontestable status under 15 U.S.C. § 1065. Under 15 U.S.C. § 1115, an incontestable
mark constitutes “conclusive evidence” of the validity and ownership of the registered mark:

“. . .the registration shall be conclusive evidence of the validity of the registered
mark and of the registration of the mark, of the registrant’s ownership of the

mark, and of the registration’s exclusive right to use the registered mark in
commerce.”

Silvers is entitled to use this conclusive evidence in his case against Google for infringement.
In other words, because Silvers’ trademark registration is incontestable, “validity, legal protectiblity,

and ownership are proved” for purposes of an infringement action. Park ‘N Fly, Inc. v. Dollar Park
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and Fly, Inc., 105 S.Crt. 658, 662-63 (1985); Dakota Industries, Inc. v. Ever Best Ltd., 28 F.3d 910, 912-
13 (8" Cir. 1994); Ford v. Motor Co. v. Summit Motor Prods., Inc., 930 F.2d 277, 291 (3d Cir. 1991).
Therefore, as the Eleventh Circuit holds, there is nothing for the jury to decide regarding ownership
or the validity of Silvers’ trademark until Silvers proves his infringement case under the likelihood of
confusion test, which he is entitled to do before Google puts on any of its affirmative defenses. See
Dieter v. B®H Industries, 880 F.2d 322, 326 (11* Cir. 1989) (Because mark is incontestable, its
validity is conclusively presumed, and the only factual issue for the trial court’s determination is
likelihood of confusion.)

And once Silvers proves infringement, Google's defenses are limited. Silvers’ trademark is
immune from challenge on any grounds not emmumerated in 15 U.S.C. § 1115. See Park ‘N Fly,
Inc. v. Dollar Park & Fly, Inc., 105 S.Ct. 658 (1985); Dieter v.B&H Industries, 880 F.2d at 328. None
of those grounds relate to ownership of the mark, assignments, or the extent of Silvers’ use of the
mark in commerce, the grounds Google asserts for challenging Silvers’ trademark and bifurcating this
trial. In fact, any registration existing for over five years may be cancelled only on the specific
grounds enumerated in the statute. Treadwell’s Drifter’s, Inc. v. Marashak, 18 U.S.P.QQ. 13318, 1320
(T.T.A.B. 1990).

Morcover, even if Google’s defense regarding the assignment or use in commerce were
somehow construed to be an “abandonment” defense to Silvers’ incontestable trademark (permissible
under 15 U.S.C. § 1115), that defense does not constitute an absolute defense to infringement. See
Park ‘N Fly, Inc. v. Dollar Park & Fly, Inc., 105 S.Ct. 658, 664 n.6 (1985) That defense, if proven,
merely reduces the evidentiary status of the “Googles” trademark registration from “conclusive proof”
to “prima facie proof” of Silvers’ exclusive right to use the mark. Dakota Industries, Inc. v. Ever Best

Lid., 28 F.3d 910, 913 (8™ Cir. 1994). Google still must rebut this presumption at trial with
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cvidence. See 20* Century Wear, Inc. v. Sanmark-Stardust, Inc., 747 F.2d 81, 89-89 n. 8 (2d Cir.
1984) (defendant has the burden of rebutting the presumption of plaintiff's right to exclusive use of
the mark by a preponderance of the evidence.); Cullman Ventures, Inc. v. Columbian Art Works, 717
F.Supp. 96, 112 (S.D.N. Y. 1989). And, when abandonment is raised as an affirmative defense to an
infringement claim, the burden of proof is even higher: abandonment must be proven by clear and
convincining evidence. Saratoga Vichy Spring Co. v. Lehman, 625 F.2d 1037, 1044 (2d Cir. 1980).
Therefore, at best, the only thing that would be accomplished if this case were bifurcated as Google
proposes is a determination after months of discovery of the strength of the presumption that Silvers
has regarding the validity of his trademark registration during the trial to determine infringement.
That is serves no purpose other than to delay the entire case. The proper order to proceed in this
case is for discovery to proceed in full, and for Silvers to put on his infringement case. If he proves
that Google has infringed, then Google can present to the jury whatever evidence it has to support its
permissible affirmative defenses. The jury will determine the rest.

B. This Is Not An Exceptional Issue That Warrants Bifurcation

Although the determination to bifurcate a trial is left to the sound discretion of the trial court
separation of issucs “is not to be routinely ordered.” Advisory Committee Note to the 1996
amendment of Rule 42 (b). See Data General Corp. v. Grumman Systems Support Corp., 795 F. Supp.
501, 503 (D.Mass. 1992). Bifurcation remains the exception rather than the rule. Karsaros v. Cody,
744 F.2d 270, 278 (2d Cir. 1984); Dallas v. Goldberg, 143 F.Supp.2d 312, 315 (S.D.N.Y.2001). The
main principle that informs a court’s discretion on the issue of bifurcation is particularly important in

this case. Thatis that “[t]he party seeking bifurcation has the burden of showing that bifurcation is

2 As a matter of law Google will not prevail on an abandonment defense on the theory that The Googls
Family Workshop was dissolved at the time it conveyed the assignment to Silvers. Under New Jersey law
dissolution of a corporation does not deprive it of the power to convey its property. See Section 14A:12:9(2),

2525 Ponce de Leon, 9th Floor, Miami, Florida 33134 | Phone 305.372.1800 | Fax 305.372.3508 | kttlaw.com




Case 9:05-cv-80387-KLR qDocument 43 Entered on FLSD Dc(cket 11/07/2005 Page 9 of 68

proper in light of the general principle that a single trial tends to lessen the delay, expense and
inconvenience to all parties.” Lowe v. Philadelphia Newspapers, Inc., 594 F. Supp. 123, 125 (E.D.Pa.
1984). As succinctly stated by the District Court for the Southern District of New York:
“Extending the adjudication into two or more proceedings necessarily implicates additional
discovery; more pretrial disputes and motion practice; empanelling another jury or imposing more on
the jurors who decide the earlier phase of the litigation; disposing or recalling some of the same
witnesses; and potentially engendering new rounds of trial and post-trial motions and appeals. The
inconveniences, inefficiencies and harms inherent in the probable consequences - to the parties and
third parties, to the courts, and to the prompt administration of justice - - weigh against separation of
trials and suggest that, for the probable adverse effects to be overcome, the circumstances justifying
bifurcation should be particularly compelling and prevail only in exceptional circumstances.”
Kos Pharmaceuticals, Inc. v. Barr Laboratories, Inc., 218 F.R.D. 387, 390-91 (S.D.N.Y. 2003).
Google does not come close to meeting this burden. There is nothing exceptional in Google’s
challenge to Silvers’ trademark registration that warrants staying merits discovery while the parties
conduct an entire separate proceeding on that one issue. Similar defenses are raised in just about
every trademark infringement action, and are easily understood by the jury when considering the
entire case. See In re Ira M. Koger, 261 B.R. 528, 532 (Bankr. M.D. Fla. 2001) (bifurcation should be
ordered solely to alleviate jury confusion). In fact, Silvers is challenging the validity of Google's
trademark registration (which has not reached incontestable status) in defense of Google's
infringement counterclaim on the grounds that Google was not incorporated at the time it filed its
trademark registration, and had not used the mark in interstate commerce as represented in its
trademark application. Google’s request to litigate its defense to infringement first, of course, would
delay discovery and a trial on the validity of its mark, precisely what Google hopes to accomplish.

And, Google's request to try this infringement case piecemeal would require a separate discovery

phase and trial on Silvers’ challenge to Google’s trademark before moving on to all other issues.

New Jersey Statutes.
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This approach would add years and unwarranted expense to the litigation, perhaps Google's
underlying objective here.
Google does not cite to one case where a court has bifurcated the trial in a trademark
infringement action to allow the defendant to challenge the validity and ownership of an
incontestable trademark registration, or have a jury determine its affirmative defenses before the
plaintiff takes merits discovery and proves infringement. The most notable case cited by Google —
City of Newark v. Beasley -- is primarily a copyright infringement case that required a determination
of who as between an employer (plaintiff) and employee (defendant,) owned the copyrights at issue
under the work for hire doctrine, and trademarks related to that work. In that case it made sense for
the trial court to determine first if the employee who was being sued for infringement actually owned
the works at issue, which the court determined he did. But that is not relevant to this dispute.
Google is not laying claim to ownership of Silvers’ mark, but simply making a technical challenge to
the validity of an assignment between Silvers and his company (which it is statutorily prohibited from
doing anyway). Moreover, Google’s focus on the assignment only goes to the force of Silvers’
trademark registration for the mark; even without a perfected registration, Silvers still owns the
trademark based on his common law rights, and, of course, the claim that Google infringes on that
trademark.

Google's reliance on patent cases is similarly misplaced. Patent cases invariably involve major
complexities of claims construction, prior art, disclosure, novelty, utility, misuse, and a maze of
similar highly technical issues unique to patent litigation. And, even though patent litigation is by
nature complex, with the exception of the need to hold the routine “Markman” hearing, courts do
not routinely bifurcate patent litigation issue by issue. See e.g. A.L. Hansen Manufacturing Co. v.

Bauer Products, Inc., 2004 WL 1125911 (N.D.Ill. 2004 (bifurcation of liability for infringement and

10
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willfulness inappropriate); F&G Scrolling Mouse, LLC v. IBM Corporation, 190 F.R.D. 385 (M.D.
North Carolina 1999) (mere status of being a patent case does not create a presumption or inference
in favor of bifurcation and separate trials); Fuji machine Mfg. Co. Ltd. V. Hover-Davis, Inc., 982
F.Supp. 923, 924 (W.D.N.Y. 1997) (bifurcation of trials, even in patent cases, should be the
exception, not the rule); Home Elevators, Inc. v. Millar Elevator Service Company, 933 F.Supp. 1090
(N.D. Georgia 1996) (no need to bifurcate issue of liability and damages or claim of willfulness from
infringement claim.)

In fact, in one patent case cited by Google, Precision Shooting Equipment, Inc. v. Golden Eagle

Industries, LLC, the district court expressly denied defendant’s request to bifurcate the issue of the

enforceability and validity of the patent finding that judicial economy would not result because of the
overlapping evidence and testimony. Id. At 2005 WL 1669120 (M.D. Fla. 2005). See also Johns
Hpokins University v. Celpro, 160 F.R.D. 30, 32033 (D. Delaware 1995) (normal course of litigation in
patent case is for all claims and issue to be tried in one trial); see also ABB Industrial Systems, Inc. v.
Prime Technology, Inc., 32 F.Supp.2d 38, 43 (D.Conn. 1998) (bifurcation of issues in complex
environmental case denied noting that separation of issues for trial is not routinely ordered).
Google should do what the typical patent infringement defendant does when it champions a
validity defense - - conduct discovery in the ordinary course and then move for summary judgment
on its defense. Such an approach is consistent with authorities cited by Google, i.e. Beckman
Instruments v. Chemtronics, Inc.” There, the trial court conducted a single trial after full merits
discovery and determined the patent in issue to be valid but not infringed. On appeal, the Fifth

Circuit found the patent to be invalid, and thus did not have to reach the infringement issuc.

439 F.2d 1369 (5" Cir. 1970). While Google notes that prior Fifth Circuit decisions are binding under
the Bonner doctrine, it fails to mention that today only the Federal Circuit determines substantive and
procedural issues arising in patent infringement cases.

11
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Beckman Instruments, 439 F.2d at 1371-72. In the footnote accompanying this holding, the Fifth
Circuit found that a validity defense, if substantial, should be “taken up first and infringement
considered only if patent validity is decided in favor of the patentee.” 1d. This is not a suggestion - -
much less a requirement - - that a validity defense be bifurcated into a separate proceeding with its
own discovery and separate trial. Rather, the Fifth Circuit stated the obvious: A trial court should
not devote its resources to “considering” core liability issues in making its findings if a defense is case
dispositive. In the same vein, where a statute of limitations defense is proven at trial, there is no
need for the trial court to make extensive findings on the liability issue, which has become moot.
Similarly, in Kahn v. General Motors Corp., 865 F.Supp. 210(S.D.N.Y 1994), a non-jury case
cited by Google, the trial court ordered a separate bench trial on the issue of standing, after discovery
on all the merits was completed. The issue there involved the plaintiff/patent holder's standing to
sue; i.e. whether he owned the patent in suit. Id. at 215. Here, there is no issue as to whether Silvers
owns his trademark. Google merely claims Silvers’ registration may be invalid due to an allegedly
deficient assignment to Silvers by Silvers’ company. At best, Google's defense relates to Silvers’ rights
based on his registration, but this ignores the basic rule of trademark rights - - that they are based on
use of the mark. As explained above and in the accompanying Appendix, Silver has used the mark
continuously for over twenty years. There is no standing issue to separate for trial in this case.
Furthermore, Silvers has demanded a trial by jury. Google’s bifurcation request raises the
practical difficulties in conducting separate trials before one panel of jurors, and the risk of losing
jurors between the first and second, or even third phase of this case. In fact, if all other discovery is
stayed while the parties litigate this one issue, there could be a year or more hiatus for jurors before

proceeding to the next trial, which may then require the selection of a new jury who would consider

12
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the same issue again under the likelihood of confusion test. See Johns Hopkins University v. Celipro,

160 F.R.D. 30, 35 (D. Delaware 1995) (bifurcation where there is a demand for jury trial raises risk of

lose of jurors making it impractical.)

As single trial is simply the more expedicnt and efficient procedure for the Court to follow,

and is consistent with the goal in every civil litigation to resolve the dispute within a reasonable

timeframe.

C. Stelor’s Cross-Claim Is Irrelevant And Should Be Dismissed
Google incorrectly argues that bifurcation is necessary because of the cross-claim filed by
Stelor against Silvers. Stelor’s cross-claim against Silvers has nothing to do with ownership rights or
the validity of Silvers’ trademark registration; it is strictly a breach of contract action alleging
wrongful termination of a license agreement, in which, by the way, Stelor expressly acknowledges
that Silvers is the sole owner of his trademark and all related intellectual property. Silvers has
moved to dismiss the cross-claim because it belongs in state court where there is already pending an
action between Silvers and Stelor relating to the termination. See Exhibit A. Stelor filed this cross-
claim as a “second bite at the apple” after Judge Hurley dismissed the same claims previously brought
by Stelor for lack of subject matter jurisdiction. Furthermore, even if Stelor were to prevail on its
wrongful termination claim, its remedy is limited to money damages; there is no remedy to “reinstate”
the License Agreement, and thus nothing to be determined regarding the validity of Silvers’
trademark registration bears on the dispute between Silvers and Stelor. See Burger Kingv. Agard, 911
F. Supp. 1499 (S.D. Fla. 1995); Burger King v. Majeed, 805 F. Supp. 994, 1003 (S.D. Fla. 1992);
Burger King v. Hall, 770 F. Supp. 633, 638-39 (S.D. Fla. 1991); Burger King v. Austin, Bus. Fran.
Guide CCH 19788 (S.D. Fla. 1990); A.L.K. Corp. v. Columbia Pictures Industries, Inc., 440 F.2d 761 (3d

Cir. 1971).

13
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CONCLUSION

The Court should deny the motion to bifurcate so that this action — pending now for almost

six months — can rapidly proceed to full discovery and then a single jury trial on all issues.

Respectfully submitted this 2™day of November, 2005.

< 7

KenWann (Fla. Bar #66\42W~
GailAMcQuilkin (Fla. Bar #969338)

KOZYAK TROPIN & THROCKMORTON, P.A.
2525 Ponce de Leon, 9 Floor

Miami, Florida 33134
T: 305-372-1800 / F: 305-372-3508

Adam T. Rabin (Fla. Bar #985635)
DIMOND KAPLAN & ROTHSTEIN, P.A.
525 S. Flagler Drive, Trump Plaza - Suite 200
West Palm Beach, Florida 33401
T:561-671-2110 / F: 561-671-1951
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UNITED STATES DISTRICT COURT
CLARENCE MADDOX
SOUTHERN DISTRICT OF FLORIDA CLERK U.S DIST O
Palm Beach Division

STEVEN A. S ILVERS, an individual,

Plaintiffs,
V. CASE NO. 05-80387-CIV
GOOGLES INC., a Delaware corporation, (Ryskamp/Vitunac)
Defendant.

GOOGLES INC., a Delaware corporation,
Counterclaimant,

V.

STEVEN A. SILVERS, an individual; STELOR
PRODUCTIONS, INC., a Delaware corporation;
STELOR PRODUCTIONS, LLC; a business
Entity of unknown form; and STEVEN ESRIG,
An individual,

Counterdefendants.

SILVERS’ MOTION TO DISMISS STELOR’S
CROSS-CLAIM AND SUPPORTING MEMORANDUM

RO S AL AN U R Ny

Plaintiff, Steven A. Silvers (“Silvers”), moves to dismiss the cross-claim brought by
counter-defendant, Stelor Productions, LLC (“*Stelor”) pursuant to Rule 12, Federal Rules of
Civil Procedure. Stelor is trying to smuggle into this federal trademark infringement action state
law contract claims against Silvers under the pretext of a federal declaratory judgment claim,
which confers no original jurisdiction in this Court. The cross-claim, which is entirely unrelated
to the main case and does not provide a sufficient nexus to support supplemental jurisdiction,

should be asserted in the pending breach of contract action filed against Stelor by Silvers in

Florida Circuit Court.
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L
BACKGROUND

Silvers is the owner of the name “Googles” which he has used as a trademark for over
twenty years in connection with goods and services directed to children’s education and
entertainment. Silvers registered the “Googles” trademark with the United States Patent and
Trademark Office in 1997, and by virtue of its long use the trademark has now achieved
incontestable status.  Silvers also owns and has registered the Internet domain name
“googles.com,” which he has used since 1997 for his “Googles” Website.

In 2002, Silvers licensed the use of his “Googles” trademark to Stelor Productions, Inc.
under a written License Agreement.' See Exhibit A. The License Agreement gave Stelor the
limited right to commercially develop the “Googles” trademark and Silvers’ related intellectual
property. The licensing relationship with Stelor, unfortunately, did not fare well because Stelor
simply ignored most of its contractual obligations.

On January 13, 2005, after three years of Stelor’s non-compliance, Silvers terminated the
License Agreement. See Exhibit B. Stelor immediately sought to negotiate a reinstatement, and
hoping to salvage the relationship, Silvers agreed to withdraw his January 13 termination letter
under a Settlement Agreement that required Stelor, among other things, to cure its prior breaches
under the License Agreement.” Silvers retained the right to reinstate the termination if Stelor did
not cure its breaches or perform its other obligations imposed by the Settlement Agreement.

Consistent with its prior conduct Stelor failed to cure the breaches or perform under the
Settlement Agreement. Therefore, on April 27, 2005 Silvers reinstated the January 13

termination, and reminded Stelor in writing of its post-termination obligations, including

' Stelor Productions, Inc. has apparently assigned its rights under the License Agreement (if any) to the cross-
claimant, Stelor Productions, LLC.
* The Settlement Agreement also settled a pending federal court action between the parities.
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providing to Silvers an inventory of licensed products. See Exhibit C. Stelor performed none of
those post-termination obligations.

On May 5, 2005 Stelor filed a breach of contract claim against Silvers in the district
court alleging wrongful termination and requesting the court to enjoin Silvers from terminating
the License Agreement (the “License Agreement Action”). On May 27, 2005 Silvers moved to
dismiss the License Agreement Action because Stelor failed to list the residence of each of its
members on the face of the Complaint as required to establish diversity jurisdiction. In response
to Silvers’ motion, Stelor filed the sworn declaration of Steve A. Esrig, Stelor’s President, in
which he stated that none of Stelor’s members reside in Florida. Esrig listed the residence of
each member but would not identify any member by name.

On August 9, 2005 Judge Hurley dismissed the License Agreement Action for lack of
subject matter jurisdiction but gave Stelor until August 29, 2005 to amend its Complaint and file
evidence to support subject matter jurisdiction. Stelor declined the Court’s invitation to file an
amended complaint and instead filed a “response” to the dismissal Order sheepishly admitting
that in fact diversity does not exist.

Silvers’ State Court Action Against Stelor

On September 6, just a few days after License Agreement Action was dismissed, Silvers
filed a breach of contract action against Stelor in Florida Circuit Court for Stelor’s failure to
perform its post-termination obligations, and seeking to enjoin Stelor from representing itself as
Silvers’ licensee and using his intellectual property. See Exhibit D. Silvers has filed a Motion
For Temporary Injunction and requested an evidentiary hearing. Stelor has not yet filed a

response to the Complaint.

* Prior to the dismissal, on July 5, 2005 the district court denied Stelor’s request for preliminary injunctive relief
holding that Stelor’s only remedy for wrongful termination of the License Agreement is money damages; Stelor is
not legally entitled to require Silvers to continue to license his property or to perform under the License Agreement
or related Settlement Agreement.

3of53

2525 Ponce de Leon, Sth Floor, Miami, Florida 33134 | Phone 305.372.1800 | Fax 305.372.3508 | kttlaw.com




Case 9:05-cv-80387-KLR bocument 43 Entered on FLSD Dc{cket 11/07/2005 Page 20 of 68

This Trademark Infringement Action Against Google, Inc.

On May 5, 2005, a week after Stelor was terminated, Silvers filed this action against
Google, Inc. (“Google”) for trademark infringement arising from the “reverse confusion” caused
by Google’s adoption and use of a mark almost identical to Silvers’ senior “Googles” mark. The
central issue in this case is whether under the Lanham Act, 15 U.S.C. § 1051 e seq., Google’s
use of the “Google” mark for children’s goods and services violates Silvers’ superior and
exclusive rights to use virtually the same mark for the same goods and services. Silvers also
challenges the validity of Google’s original federal trademark registration because it was
fraudulently obtained.

Google’s Counterclaim

In response to the trademark infringement claim, Google filed a trademark infringement
counterclaim against Silvers alleging that Silvers use of his “Googles” mark in connection with
an alleged “search engine” violates its trademark rights.* Google also filed a counterclaim
against Stelor as Silvers’ licensee, who up until then was not a party to this action. Google may
not have known at the time it filed the counterclaim that Silvers had terminated Stelor’s license.
The factual allegations against Stelor, however, relate to Stelor’s conduct prior to termination of
the License Agreement and are not affected in any way by the fact that Stelor has since been
terminated.

Stelor’s Cross-Claim

On September 9, three days after Silvers filed the state court action, Stelor filed in this
action a cross-claim against Silvers asserting basically the same breach of contract claims Judge
Hurley dismissed for lack of subject matter jurisdiction, i.e. seeking to reinstate the License

Agreement based on Silvers’ alleged wrongful termination. But here, Stelor seeks to assert these

* Silvers is unaware that his mark is being used in connection with a search engine, nor has he consented to such use.
4
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claims under the federal Declaratory Judgment Act. The cross-claim alleges no other basis for
original subject matter jurisdiction.

IL
STELOR’S CROSS-CLAIM SHOULD BE DISMISSED

A. There Is No Original Subject Matter Jurisdiction

Stelor’s alleged claim under the Declaratory Judgment Act, 28 U.S.C. §2201, et seq.,
does not provide the Court with subject matter jurisdiction. It is hornbook law that a claim under
the Act must independently satisfy the subject matter jurisdiction requirements for an action to
be brought in federal court. As put by the Eleventh Circuit:

. . . [Tlhe Declaratory Judgment Act does not, of itself, confer

jurisdiction upon the federal courts; a suit brought under the Act

must state some independent source of jurisdiction, such as the

existence of diversity or the presentation of a federal question.
Borden v. Katzman, 881 F.2d 1035, 1037 (11" Cir. 1989) (citing Skelly Oil Co. v. Phillips Co.,
339 U.S. 667 (1950)). See also, Kunkler v. Fort Lauderdale Housing Authority, 764 F. Supp
171, 175 (S.D. Fla. 1991) (Act can provide a procedural remedy if, and only if, the court has
jurisdiction from another source).

Stelor’s willful blindness in attempting to premise jurisdiction on the Act is eerily
familiar. In the prior action before Judge Hurley, now dismissed, Stelor matter-of-factly alleged
diversity of citizenship without disclosing the citizenship of its LLC members, and, when called

on it, sheepishly conceded diversity did not exist.”

B. The Cross-Claim Is Not Sufficiently Related To Support
Supplemental Jurisdiction

The Court should decline to exercise supplemental jurisdiction because Stelor’s state law

breach of contract cross-claim against Silvers has no legal or factual connection to any part of the

5 Stelor had previously filed a swomn declaration from Steven A. Esrig, falsely stating that diversity existed. Stelor
Productions is a small closely held company with a handful of shareholders or members; the citizenship of each
could have been easily determined.
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trademark infringement action against Google. Further, the legal and factual questions unique to
Stelor’s state law cross-claim against Silvers, if allowed to be brought here, will smother the
federal trademark claim with a thick layer of non-relevant issues, witnesses and evidence that
will undoubtedly distract or confuse the jury, and extend the trial.

1) There is No Sufficient Nexus To The Main Claim

There is no question that original jurisdiction is lacking, thus, jurisdiction over Stelor’s
cross-claim necessarily depends on supplemental jurisdiction. 28 U.S.C. §1367(a) restricts
supplemental jurisdiction to “ . . .claims that are so related to claims in the action within . . .[the
court’s] original jurisdiction that they form part of the case or controversy under Article 11 of the
United States Constitution.” Here, the Court’s original jurisdiction is conferred by the federal
trademark statute, 15 U.S.C. §1051, e! seq.

Section 1367(c) goes on to define circumstances in which a district court may decline to
exercise its supplemental jurisdiction. The statute therefore contemplates a two-tiered analysis.
The first step is to determine whether the claim comes within the Court’s power because it is so
related to the original action. If so, the second step requires a determination whether that power
should be declined.

To decide whether Stelor’s cross-claim against Silvers is part of the same case or
controversy as Silvers’ federal trademark action against Google, the Court must consider
whether Stelor’s cross-claim derives from “a nucleus of operative facts common to” the federal
trademark claim and if they are such that it would ordinarily be expected to try them all in one
judicial proceeding. See United Mine Workers v. Gibbs, 383 U.S. 715, 86 S.Ct. 1130 (1966). In
other words, is the state law claim sufficiently related to the jurisdictionally sufficient claim that
it is the *'same case or controversy?” See Hudson v. Delta Air Lines, Inc., 90 F.3d 451, 455 (] "

Cir. 1996)(court should consider whether claims arise from the same facts, or involve similar
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occurrences, witnesses or evidence); Harry Winston, Inc. v. Kerr, 72 F. Supp.2d 263, 264
(S.D.N.Y. 1999)(district court should consider, among other factors, the circumstances of the
particular case, the nature of the state law claims, the character of the governing state law, and
the relationship between the state and federal claims.)

This means that Stelor’s breach of contract cross-claim against Silvers must be “so
related” to Silvers’ trademark infringement claim against Google that it arises from the same
operative facts or forms part of the infringement claim. Simply stated, the facts that will
determine whether Google has infringed Silvers’ mark must also determine if Silvers wrongfully
terminated the License Agreement.

Stelor’s cross-claim fails the test. The facts that would support — or defeat — the cross-
claim are not even remotely related to the facts that will determine whether Google has infringed
Silvers’ trademark rights or resolve the trademark infringement counterclaim. The main
trademark infringement claim and counterclaim will narrowly focus on these “likelihood of
confusion” issues: (1) type of marks; (2) similarity of the marks; (3) similarity of goods and
services; (4) identity of marketing channels and consumers; (5) similarity of advertising; (6) the
party’s intent; and (7) actual confusion. See Conagra v. Singleton, 743 F.2d 1508 (11" Cir.
1984).  Silvers infringement claim also raises legal and factual issues regarding whether
Google’s original trademark registration was fraudulently obtained. Thus, the core of the
trademark infringement claims — the only claims that arise under federal law — will be resolved
by a comparison of the trademarks, confusion evidence, and the trademark owners’ conduct in
adopting, using, and registering the marks.

The resolution of the cross-claim, on the other hand, is governed by the contractual
language of the License Agreement and will involve factual determinations regarding Stelor’s

performance as Silvers’ licensee, including whether Stelor: (1) failed to place on all licensed

7 of 53 2525 Ponce de Leon, 9th Floor, Miami, Florida 33134 | Phone 305.372.1800 | Fax 305.372.3508 | kttlaw.com




Case 9:05-cv-80387-KLR Igocument 43 Entered on FLSD Dogket 11/07/2005 Page 24 of 68

products the phrase “created by Steven A. Silvers;” (2) failed to pay Silvers royalties; (3) failed
to collect revenue from the sale of Licensed Products; (4) diverted revenue to another entity; (5)
failed to provide certified royalty statements; (6) failed to provide to Silvers samples of all
licensed products, and all promotional and advertising materials associated with those products;
(7) failed to include appropriate legal notices with the licensed products; (8) failed to maintain
the requisite level of quality for the licensed products; (9) failed to maintain Silvers’ intellectual
property rights; (10) engaged in the unauthorized creation of characters and use of the “Googles”
name; (11) failed to allow Silvers to audit its books and records; (12) failed to provide Silvers
with stock options; and (13) failed to perform under a related consulting agreement and
settlement agreement.  None of these factual issues have any connection to the trademark
infringement claims.

Furthermore, the legal issues involved in the main case differ greatly from those raised in
the cross-claim. The trademark claims assert violations of the Lanham Act, raising questions
regarding trademark registration procedures, and the validity of the parties’ federal trademark
registrations. In contrast, the cross-claim requires application of state contract law to the
interpretation of the provisions in the License Agreement, including Silvers’ limitation of
liability to Stelor, as well as state law regarding the licensor/licensee relationship post-
termination.

When one compares the main federal trademark claims to the cross-claim, it is evident
that the claims do not raise similar legal issues or flow from the same factual situation. Simply
put, the facts needed to prove the cross-claim are vastly different from those needed to prove the
main claim. In fact, evidence showing or disproving whether Silvers’ wrongfully terminated
Stelor will not offer even the slightest insight into whether Google has infringed Silvers’

trademark rights.  And, contrary to what Stelor wants the Court to believe, even if Stelor
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prevails on its wrongful termination claim, Stelor has no right to pursue this trademark
infringement action against Google. Stelor’s only remedy for wrongful termination is money
damages, not reinstatement of the license. See infra, section 2.

Moreover, inclusion of Stelor’s cross-claim will create havoc at trial. The evidence,
witness testimony, and proof required to resolve Stelor’s cross-claim, and the associated remedy
and damages calculations, would be mixed in with the evidence, witness testimony and proof
needed to resolve the trademark disputes, and the rather complex damages formula applied in
reverse confusion cases. Not only would this distract from the main trademark claim, it would
cause serious juror confusion that would prejudice Silvers’ case against Google.

The legal and factual issues in the trademark infringement action are complex enough for
a jury to determine. Adding unrelated breach of contract claims between Stelor and Silvers will
inject literally dozens of factual issues each with its own evidence for the jury to consider in
additional to the seven factor likelihood of confusion issues presented by the main trademark
claim. There is no logical relationship between the cross-claim and the main claim; Silvers
should not be expected to try them both in one judicial proceeding. See Gibbs, 383 U.S. at 725,
86 S.Ct. at 1138. See also Hudson v. Delta Air Lines, Inc., 90 F.3d 451, 455 (11" Cir.
1996)(affirming district court’s dismissal of state law breach of contract claim filed with an
ERISA claim because of the lack of nexus between the state and federal causes of action.); Semi-
Tech Litigation LLC v. Bankers Trust Company, 234 F.Supp.2d 297 (S.D. N.Y. 2002)(not
reasonable to try claims against company for Trust Indenture Act and claims against officers of
company for breach of fiduciary duty relating to the indenture in same case.); Singh v. The
George Washington University, 368 F.Supp.2d 58 (D.D.C. 2005)(plaintiff’s discrimination claim

against school for violation of Title I1I of the ADA had almost no factual overlap with dean of
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school’s counterclaim for defamation for statements plaintiff made about him relating to her
dismissal and not sufficiently related to warrant exercise of supplemental jurisdiction.).

2. State Law Issues Dominate The Cross-Claim

Even if the Court were to determine that there is enough of a relationship between the
trademarks claims and Stelor’s breach of contract cross-claim to support supplemental

jurisdiction, under the provisions and reasoning of Section 1367(c), the Court should decline that
jurisdiction.

First, while Stelor’s cross-claim does not raise particularly complex issues of state law, it
involves strictly state law issues and contract interpretation, and presents at least one novel
question. Stelor seeks by way of its cross-claim to be reinstated as licensee and to use Silvers’
intellectual property without his consent. Under current Florida law, a party to a contract is only
entitled to damages, not reinstatement by way of injunction, where the contract is allegedly
wrongfully terminated. See Airlines Reporting Corp. v. Incentive Int'l Travel, Inc., 566 So.2d
1377, 1379 (5™ DCA 1990) (no injunctive relief to reinstate cancelled contract, damages only
remedy); Shearson Lehman Hutton, Inc. v. Meyer, 561 So.2d 1331, 1332 (5™ DCA 1990)
(injunctive relief not available to prevent termination of agreement; remedy is damages);
Jacksonville Elec. Auth. v. Beemik Bldrs. & Const., Inc., 487 So0.2d 372 (1¥ DCA 1986) (no
injunctive relief to prevent cancellation of contract, remedy is damages). What Stelor seeks will
require the court to examine the current case law on this issue, and carve out some sort of novel
exception to this established rule.® Whether the facts and circumstances underlying the

termination entitle Stelor to that exception is best left to the state court to decide. ’

® Stelor’s cross-claim also raises the issue of whether a terminated licensee may continue to use a licensor’
intellectual property afier it has been terminated. While federal law has dealt extensively with this issue, (see infra)
in the context of the Lanham Act, we know of no state law cases addressing the issue.

7 Likewise, Stelor’s “breach of warranty” claim depends entirely upon construction of the warranty provision
contained in the License Agreement. In an attempt to paint its cross-claim as “related” to the original claim, Stelor
10
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Furthermore, aside from being a distraction, the inclusion of Stelor’s cross-claim in this
case is simply unfair and prejudicial to Silvers. He should be able to have his day in court with
Google without the Stelor sideshow diluting his case. Stelor can readily pursue its state law
claims in state court, where a case is now pending that addresses the very issues Stelor wants
decided here.

C. The Cross-Claim Should Be Asserted In The Pending State Court Action

It makes absolutely no sense to permit Stelor to assert claims in this action that will be
litigated and adjudicated at the same time in the pending state court action. In fact, Stelor’s
claims are so inextricably intertwined with the claims pending in state court that an adjudication
of Silvers’ claims in that action will encompass the claims asserted by Stelor in its cross-claim.
The state action will determine whether Stelor was in breach of the License Agreement prior to
termination, whether Silvers properly terminated Stelor, and whether Stelor breached its post-
termination obligations. Stelor’s defense to this action is necessarily that Silvers wrongfully
terminated the License Agreement, which is the same claim it asserts here in its cross-claim. The
factual issues that will resolve whether Silvers properly terminated are the very same factual
issues that will resolve the outcome of Stelor’s wrongful termination claim. There is no rational
basis to inject this unrelated contract dispute between Stelor and Silvers into this trademark case
that will decide the exceedingly narrow issue of whether Google has infringed Silvers’
trademark. Whether Stelor breached the License Agreement or Silvers wrongfully terminated
the License Agreement will not resolve one issue in this pending trademark dispute. In fact, the
resolution of Stelor’s contract claims will have zero affect on the outcome of the main trademark
infringement claim. It makes far more sense to dismiss the cross-claim so that it can be properly

asserted and resolved in the Silvers/Stelor action currently pending in state court.

contends that Google’s counterclaim alleges that Google, rather than Silvers, owns Silver’s mark. (Cross-claim,
146). But Google alleges no such thing, nor could it. Google simply claims the use of Silvers’ mark for search
engine services infringes Google’s mark.

11
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I11.
THE CROSS-CLAIM FAILS TO STATE A CLAIM FOR INJUNCTIVE RELIEF

Stelor acknowledges in its cross-claim that Silvers has terminated the License Agreement
with Stelor. As explained above, while Stelor is free to dispute the termination, its only remedy
should the termination be proved wrongful is for money damages.® Stelor has no legal basis for
a mandatory injunction to compel specific performance. Injunctive relief is typically not a
proper remedy for wrongful termination of a license. For example, in 4.L.K. Corp. v. Columbia
Pictures Industries, Inc., 440 F.2d 761 (3d Cir. 1971) a movie theatre could not, by injunction,
compel a film distributor to specifically perform under a license agreement for the distribution of
movies. The only remedy - - loss of income from not showing the subject movie - - was
recovery of damages. And in Freeplay Music, Inc. v. Verance Corp., 80 Fed. Appx. 137 (2d Cir.
2003) (unpub.) the court rejected the terminated licensee’s request for injunctive relief to
reinstate the license because the former licensee’s injury could only be redressed with damages.
This is why Judge Hurley rejected Stelor’s request to preliminarily enjoin Silvers from
terminating Stelor.

This doctrine is consistent with the long line of Burger King cases from this district, in
which the courts routinely reject a terminated franchisee’s attempt, by way of injunction, to
continue using the Burger King trademarks while contending the termination was wrongful. In
these cases, the terminated franchisee’s license to use the trademarks cannot be reinstated by way

of injunction, and the sole remedy is damages for the alleged wrongful termination.’

¥ To the extent Stelor contends that it is entitled to injunctive relief under the provisions of the Settlement
Agreement, that argument is moot. Stelor’s failure to perform under the Settiement Agreement and Silvers’
reinstatement of the termination of the License Agreement renders the Settlement Agreement null and void, and the
parties are placed back where they were when Stelor was first terminated. That is why the Settlement Agreement
has no remedy provision for breach by either party.

* Cf. Burger Kingv. Agard, 911 F. Supp. 1499 (S.D. Fla. 1995); Burger King v. Majeed, 805 F. Supp. 994, 1003
(S.D. Fla. 1992); Burger King v. Hall, 770 F. Supp. 633, 638-39 (S.D. Fla. 1991); Burger King v. Austin, Bus. Fran.
Guide CCH 19788 (S.D. Fla. 1990)

12
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Furthermore, the License Agreement has an express provision that limits Stelor’s remedy
for wrongful termination to a monetary amount equal to the royalties paid to Silvers during the

twelve-month period preceding a breach of contract claim. There is no provision that entitles

Stelor to injunctive relief or any other remedy.

CONCLUSION

Stelor’s cross-claim should be dismissed, and the Silvers/Stelor dispute should proceed in

state court.
Respectfully submitted,

s/Gail A. McQuilkin

Adam T. Rabin (FL Bar #985635) Kenneth R. Hartmann (FL Bar No. 664286)
DIMOND KAPLAN & ROTHSTEIN,P.A. Gail A. McQuilkin (FL Bar No. 969338)

525 South Flagler Drive, Suite 200 KOZYAK TROPIN & THROCKMORTON, P.A.
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I HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished

by E-mail and U.S. mail on this 3" day of October, 2005 upon:

Jan Douglas Atlas Andrew P. Bridges

Adorno & Yoss, LLP Winston & Strawn, LLP

350 East Las Olas Blvd., Suite 1700 101 California Street, Suite 3900
Fort Lauderdale, FL 33301-4217 San Francisco, CA 94111
E-mail: jatlas@adorno.com E-mail: abridges@winston.com

Kevin C. Kaplan, Daniel F. Blonsky and
David Zack
Burlington Weil Schwiep Kaplan & Blonsky, PA
2699 S. Bayshore Drive, Penthouse A
Miami, FL 33133
E-mail: kkaplan@bwskb.com

s/Gail A. McQuilkin
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j o LICENSE, PISTRIBUTION
| AND MANUFACTURING AGREEMENT

This LICENSE, DISTRIBUTION AND MANUFACTURING AGREEMENT between Steven A,
Silvers and. Stelor-Productions, Inc. is effective as of June 1, 2002 and is entered into by and between
Steven A. Silvers (LICENSOR), an Individual, whose official address is 3741 NE 163" Street, PME #325, .
North Miami Beéach, FL 33160 and Stelor Productions, Inc. (LICENSEE), & Delaware corporation with its

| current offices located at: 14701 Moclungbxrd Drive, Damcatown Ma.ryland 20874,
"WITNESSET

WHIELAS, LICENSOR is the solc and axclusive owner af the GOOGLES cha.ractars identified more
fully in “Schedhle A” attached hc:rato (tbc “Lxcansed '.Proparty" X o

WHEREAS LICENSOR is the sole md cxalusxvc owner of the GOOGLES tradcmarks identified more
fully in “Schedule A" sitached hcrcto (the 'Tnccnsud Trademarks®); _

WHEREAS, LICENSOR heg the power and auﬁmnty to grant t0. LICENSEE the Tight, pnvﬂcgc and
license to nse, mamufacture, distribute, and sell those types of products that incorparate or are otherwise
besed op the Licensed Property as identified in “Schedule A” attached hereto (the "Licensed Products") and

to uge the Licensed Trademarks on or in nssomshon with such Licensed Produuts

) WHEREASIICENBEEhuwwﬂ!hwsﬁwabﬂhytomam&chrqhavemamfmtmd,havesub—
' mmﬁ@raidﬂhﬂmdﬂmhwddmﬂﬁﬂwmummmmhm

Territory more dmiydnﬁnedmsahadzdaA(ﬂmanmxy)mdhmﬁeTndunuk(s) on or .in
agsocistion with the Lxcmed Productz; ) _ ' .

WHEREAS, LICENSEE desires 1o o’btam from TICENSOR. n excluzive livense to use, -mannfaoture,
have ‘menufactured and sel] Licensed Products in the Tamtory and to use themenscd demnarlm on ar n -

association with the Licensed ‘Products;
WHEREAS, LIC‘ENSEE has agrccd pumuant 0 a lettcr agrccmexrt, to act as & consultant for

" * LICENSOR; =nd
" NOW, TII.'ERI]I‘ORE in consideration ofthe prurmses snd agreemants set forth harcm thc paﬁ: es, cach
' mtcndmg to be lcgally bouud hcreby, do hercby agres ns follows . g

uLLNngigmr ~ ;

' A LICENSOR hcreby grants to LICENSEE for the Term of this ‘Agreement gs. rccmed m
' “Schcdule A" attached hereto, the exclusive (even asto LICENSOR), warldwide, sub licensable right and
license to use, reproduce, modify, create derivative works. of, manufacture, have manufactured, market,
advertise, sell, distn'bgte,. display, perform, and otherwise cemmcrcizﬂize the Licensed Products: and
Licensed Properties in the Territory. The license includes a license under any and all intellectusl property
nights and interests therein, includirig by way of explanation, products which deal with the creative
characters known as The Googles, anything that contains the letters GOO (in upper or lower case) together
- with any and all products, Wthh comprise and which will comprise those characters, likenesses, which
inclyde Iggle, Oogle, Oggle, Gooroo, Gootien(s), the planet Goo, slides, computer web sztc(s) membership -
b . lists, clubs, materials, patterns, prototypes, logos, trademarks, service marks, clothing, merchandiae,
’ educatcma.l products, marketing -and“prorotiona) data and tools, packagmg and advertising, modifications,
updates and variations, and ali other items assocmad therewith whether in singular or plural .

16 of 53
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royulty statement in & form acceptable-to Licensor. Such royalty statement shall be certified as accuratc by
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“Schadule A™ attached bereto, the exclusive (sven as to LICENSOR), worldwide, sub hccnsablc right and .
license to use the Licensed Trademarks on or in associstion with the Licensed Product.s 88 well 28 an
packaging, promoti onal, and advcrhsmg matcnul associated therewith, _

C. LICENSEE shall have the right to sublicense LICENSEE's rights under this
Agreement; provided that any and all such subhcense.s shall be subject to the terms and condxtmns af this

Page 33 of 68
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— P LiC’ENS@R hurcEy grants-to LICENSEE for- the termof thisAgresment ‘as-recited-in——

Agreement. .
No licenses will be dccmed to have been granted by either party to any of its Intellectual

. D
Property Rights, except a5 otherwise expressly provided inthis Agreement.

E. I.JCENSEE agrees to place on all Licensed Products where pmct(cablc the phraae

“created by Steven A. 'levcn; or other similar wording.

;1. TERM OF THT AGRELMEINT

- This Agroement and the provisions hereof, except as otherwise provided, shall be infull force and

effect commencing on the dats of execution by ‘both parties and shall extend for 2 Term 85 recited in
“Sahcdule AT attached hereto (the "Term"), . _

oo _COMPENSATION

A. . In consideraion for the licenses grauted hersunder, LICENSEX agrses to pey: to
LICENSOR, during the Term of this Agresment, & royzlty in the amount recited in “Schedule A™ attached

" hereto (the "Royalty”) based on LICTINSIRE's Net Sales of Licensed Products, "Net Sales” shall mean the

grom revenues oo a cash bagis (i.e, actually collested by TLICENSER but without counting any gross

revenuestwics) exoluding shipping and handling charges, sales-taxss, VAT, and other taxes imposed upon
sales Jess (i) oustomary trade ditcounts, (i) allowances actually shown on the imvoios (sxcapt cash

discounts not deductible in the .caleulation of Royalty) {iil) bona fide returns, chargs backs, refimds or
credits (net of all retwns sctually made or allowed as supported by memaranda actuslly issusd to the
customers), (iv) sales of remeinder inventory made at less than the total of LICENSER's actnal cost of
goods and actual direct selling casts solely for purposes of hqmdmcm or close~out, (v) other uncollecuble
"ACCOUitS, (vx) coopcmhve advertising allowances, (vn) sales comxmxsxons pmd

The Royalty owed LICENSOR shall be calcilated on a qumter]y calendar basis on -

B,
collected funds (the "Royslty Period") and shall be payable no later than thity (30) days after the
termination of the preceding full celendar quarter, i.e., commencing on the first (1st) day .of January; April,

July and Octaber with the exception of the. first and Jast calendar quarters whxch may be "shart" depcndmg

¥

upan the effective date of this Agreement,

a duly authorzed officer of Ligensee, reciting on 2 country-by-~country basis, the stock number, item, units

sold, description, quantity shipped, gross invoice, smount billed to customers less discounts, allowaness,.
‘returns and reportable-sales for' epch Licensed Product. Such statement$ shall be furnished to Licensor
whether or nat any Licensed Products were sold during the Royalty Penod The ILICENSEE hereby

further agrees to provide the LICENSOR with & list of all of it’s sub hccnsr:-s added during thc

- current royalty pedod.
IfLICENSEE sells any LLccnsed Products to any party affiliatad with LIC‘ENSEE orin

. D
a.ny way directly or mduectly related to or under the common control with LICENSEE, .at & price Jess than

the average weighted price cherged to other parties, the Royalty payable to LICENSOR shall be computed

“-on the basis of the averaged weightsd. price charged to other parties if the License:d Products are not
ultimately resold to unaffiliated third parties. . )
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the execution, delivery and performzmce of this Agrccment have beer duly
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e e e B e All payments due hereunder. shall be mede in Tnited Stan:s currancy.drawn on.a.United... -
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Staltes bank, ‘unless otherwise specified between the parties and may offset or be offset from any other

payments due to LICENSEE under this or any other agreement betwesn-the parhcs
- R Late payments shall incur interest at the Tate of ONE PERCENT (1%) per month-from
the date such paymants were ongmnﬂy due.
IV. AUDIT '

'LICENSOR shall have the nght at lts own cxpense to have a natxonaﬂy rccogmzed

' A
certified public accounting firm, upon at least thirty (30) days written notice and no more than twice per

caleadar year, ‘to mspect during normal business hours, LICENSEE's books and records and all other
documents and material in-the possession of or under the. control of LICENSEE with respect to the subject
matter of this A greement at thc place or places where such records are normaﬂy rctzune.d by LICENSEE '

In the event that such mspcctlan reveals.an uudcqmymcnt dxscrcpancy greater than 5% of

B,
the amount of Royalty owed LICENSOR from what was actually paid, LICENSTE shall have the-

opportunity to’ conduct.its own audit. I LICENSEE agrees-to the amount, if eny, of any, discrepancy,
LICENSER ghall pay such discrepancy, plus interest, calculated: at the rate of ONE AND ONE-HALF

PERCENT (! 1/2%) per month. Upon settiement of any underpayment discrepancy, no further audit by
LICENSOR shall be requested that year. That period end date shall represent the new penod start date for
future sudits for underpayment discrepencies. In the event thet such discrepancy is in excess of TEN
. THOUSAND UNITED STATES DOLLARS (§10,000.00), LICENSEE shal} also rumbursc LIGENSDR

forthe cost of audmng fees in conmection thcremth
All books and ‘records relative to LIGENSEE‘S ubhgnnuns hereunder shall be

C.
mnmtnmed andkept accessible snd svsilable to LICENSOR for inspection for atlesst three (3) years aftar

I}

ﬂ:e expitation of the initial nrmy subssquent term,
In the avent that an investigation nf‘LICENS]EE's boeoks and mords 13 ma.de, neirtain .

' D,
confidertial and proprietary busisiess information of LICENSEE roey necessarily be made available to the
Person-ar persons, ccmductmg such irvestigation. It is agreed that such canfidential and proprietary business

information shall be held in confidence by LICENSOR and shall nof be used by LICENSOR or disclosed
‘to any third party for n_period of two (2) years from the date of disclasure, or without the prior acpress

written permission of LICENSEE unless required by law, except LICENSOR may ot disclose at agy
time to any third party any such confidential and proprietary business information which are trade secrets
of LICENSEE. It is understood and agreed, however, thet such information may’ be used by HC’.IIINSOR

in any proceeding based on LIC‘ENSIHJ‘S fmlurz to pay zts actual Roynlty obligation.
Y. WARRANTIES AND OBLIGATIQNS C

| 0
- authorized by.&ll necessary action of LICENSOR und this Agreement is a valid and bmdmg obhgaﬂon of
LICENSOR, enforceable in actordance with ifs terms; _ .

the execution, dehvery and pexfonnanc:c by LIC‘ENSOR of this Agreement will

' (if)
not wolate or conflict with any applicable U.S. lsw or regulation, or any order, wril, judgment or decree of
any court or governmental suthority to which LICENSOR is subject, or result in a violation, bre&ch of, or

default undcr any contract, lease, or other egreement bmdmg on LIC'ENSOR,

() - LICENSOR owas the exclusive rxghts in and to thc Licensed Imcllecrual
" Praperty, Licensed Trademarks, Licensed Patents and Licensed Copyrxghts
necessary to effectuste the granting of the Licensing nghts from the

LICENSCR to the LICENSEE 23 contemplated herein,
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(iv) ._..... . the Licensed Intallectual Prap.crb' md Lxct;nsnd Trademarks do.not. .
infringe the rights, including without hmmnan, Intellectual Property Rights, of
any third party, and . .
except &s get forth in Schedule B attached hereto, LICENSOR has not received

)
any notice’ from any third party of any alleged or actual infringement of the Licensed Intellectial Property
or Licensed Trademerks and the Licensed Intellectual Property and/or Licensed Tredemarks are not the
subject, and has not been the subject, of any previous or pendmg litigation w1th the erccptiu. of thc Ganz

lmgaﬂon which has been rcsolved

B. LICENSEE represents and warrants that;
B () the execution, delivery and performance of this Agreemgm havc been duly
authorized by all necessary action of LICENSEE and this Agreement is & valid and binding ohhganon of

I.«ICENSEE ‘enforceable in anconiance. vnth its terms;

' ( ) the execution, dehvazy and performance by LICIL'NSEE 'of thig Agreament wﬂl
not violate or conflict with any applicable U.S. law orregulatan, or.any order, Wnt, Jjudgment or decree of
any court or, governmental authority to which TICENSER is subject, or resiilt in ‘a'violation, breach of, or
default under any contracl, lease, or other -agreement binding on LICENSER; and _ ,
~(iii) it will use its commercially Tcasonablc efforts to prnmote, marke.t, sell and
distribute the Lx censed Products. . ;
C. Disclaimer of Warranties, EXCEPT A.SE{PRESSLYPROVJDED ABOVE, NEITEER
PARTY MAKES ANY WARRANTIES OR REPRESENTATIONS OF ANY KIND, EITHER EXPRESS
R DMPLIED, REGARDING THIS AGREEMENT AS TO ANY MATTER INCLUDING, BUT NOT .

MNWWWOFWCHANTMMORMSSFORA

PARTICUI.A.RPURPOSE . ) '
. LICENSEE shall bo solely responsible for the mamufacturs, produauun, aale l.nd '

D.
" distribution of the Licensed Products or to have such Licensed Products mmnfmun'ad, pmduned, anld nnd

dxstnbutcd and will bcarall related costs agsociated tharcwlth.

V1. 'NOTICE s, QUALITY CONTROL, AND gAM‘fmné‘: :

A
mlaiwe thereto, shall include al appropnate legal notices.

B. - The Licensed Products shall be of & lngh quu.hty which is at least equaJ to cumpamb
products manufactured and marketed by LICENSEE and ia conformity with 2 standard sample provided

by LICENSER,

The Licensed Products, as well es all promotmual pnclcngmg and advertzsmg maeterial

19 of 53

C.
' 'LICENSERE shall submit to LICENSOR for his input, at.no cost to LICENSOR, & reasonable number uf
samples of dl] Licensed Products which LICENSEE mtcnds to manufacture and sell and of all promononal

and advertising matemﬂ essociated therewith,

'VIL_NOTICES ARD PAYMENT

Any notice required to be given pursuant to this Agreement shall be in writing and

‘A,
delivered personelly to the other designated party at the above-stated address or mailed by certified or.
registered mail, return receipt rcquested or delivered by & recognized national ovemight coutier service,

'B. Either party may change the address to thch notice or paymcnt is to be sent by written
notice to the other in accordance w1th the prowsmns of this paragraph,

Pnor to the commencement of manufacturc and sale of the Licensed Products
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LICENSOR hereby grants LICENSEE &l right, powar and interest 10 seek, obtain and

A
maintzin all Intellectual Property Rights associated with the Licensed Intellectual Propérty and Licensed
Trademarks, Licensed Copjrights and any other Intellectual Property Rights 'granted herein. LICENSOR

further agrees to assist LICENSEE 82 may be required to epply. for and obtain recordation of and from

1
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time 1o time enforce, maintain and defend such Intellectual Property Rights. LICENSOR hereby grants

LICENSEE an irrevocable pawer of attomey for the initial and any subsequent terms of this Agresment to
act for and on LICENSOR's behalf and instead of LICENSOR, at LICENSER's expense, to execute and

file any such document(s) and to do all other lawfully permitted acts to further the purposes of the
foregoing with the same legal farce and effect as if executed by LICENSOR.
LICENSOR ghall retsin all nm title and intarest in the Licensed Intallectuai Pmpcrty

B' »e
and Licensed Trademarks and any modifications thereto based solely on such Licensed Intellectusl

Property, LICENSER acknowledges LICENSOR's exclusive rights in the Licensed Intellectual Property
and, further, acknowledges that the Licensed Intellsctual Proparty and/or the Licensed Trademarks rights

are unigue and original to LICENSOR and that TICENSOR is the owner thereof. LICENSEY shall not,

at-any time during or after the effective Term of the Agreement, dispute or contast, directly or indirectly,
YLICENSOR's exclusive nght and title to the Lxcanscd Intellectual Property Bnd/or the Licensed

decmadcs(s) or the validity thereof,
LICENSEE agrees that its use of the 'Llccuscd Tntellectual Propcrty and/cr the Licensed

c
Trademarks(s) initres to the benefit of LICENSOR snd that the LICENSER shall not scquire eny rights in
the Lmanxed Imtallectunl Property. and/or the Lwensad 'Irndcmarks(s) except for the license granted herein.

IJCI!!'NBOR lhnll Tetain all rights, ttﬂe ad mtamst in and to- thc Licensed Intellachial

J D.
| Properties, The LICENSOR. owns the exciuive rights io the Licensed Intellectua! Property, LICENSOR
bereby waiver and releases LICENSER from any and all cnreat or fiture clatms or causss of actions by

third parties, whether kmowa or unknown, arising out of or relating to sucti Licensad Intellectual Properties

including, but not limited to, any claim that Licensed Products viclate, infringe on or missppropriate any of

LICERSOR’s Intellectual Praperty Rights.

E. Each party shall execute all papers, testify on all matters, and otherwise cooperate in
every woy necessary end desirable to effect any of the provisions-under this Section (Intellectual Property
Protection). The party requesting such shall reimburse the other party for the expenses incurred as a result

 of such cooperation. The parties agree to take any actions or prepare ofexecute any documents reasonably
requested by the other party, Furthermore, during the term of this agreement, LICENSOR shall not.

written rcqucst by LICENSEE.

L TERMINATION

a materiel provision of this
, the breaching party fails to
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initate or maintain any relationship or conversations with LICENSEE’S current or prospective .
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s
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' LICENSEE shall have the right to terminate this AE_mmcnt at any time on thirty (30)

B,
days written fohce to LICENSOR. Insuch event, all moneys paid to TICENSOK shall b¢ desmed non-
refundable snd LICENSEE's obhganon to pay any unpaid royaities shall be accelerated and shall become

immediately due and payable.

C. Additionally, if, after five years of the initial intellectual property license, there are three
consecutive years during which royalty payments to LICENSOR are less than one hundred thousand
dollars (5$100,000.00), LICENSOR has the option to cancel this Agresment in accordance thh Sccnon IX.

TERJVHNATION Para A
X, PQST TERMINATION RIGHTS

A Not less than thirty (30) deys prior to the expirntion of this Agreement or 1ﬁmadxatel5:
upan termination thereaf, . LICENSET shell provide LICENSOR -with a complete sc;hcdulc of all

inventory of . Licensed Products then on hand or on order (the "Inventory™).

: B. .. Upon expiration or termination of this Agreement, LICENSEE zhall be entitled, for an
additional pcnod of six (6) months, to continue to sell such Inventory. Such sales shall be made subject to
all of the provisions of this Agreement and to an accounting far and the payment of a Royalty thereon.
Such accounting ‘and payment shall be dve and paid within thirty (30) days of the quarterly calendar cited

" a5 the period basis for roysity calculation. LICENSEE shall have the right to continue the use of the
name(s) associate with the products and arficles that encompass this Agreement for so long a5 LICENSER
is actively selling its inventory of articles and ‘products, At the conclusion of LICENSERE’S efforts in this
regard, LICENSEE agrees to discontinue the use of names, trademarks, signs, advartising mnd anything
elae that might make it appear that the TICENSEE is still handiing the arhc:les and products of

LICENSOE.
‘Upon the mq:mthon or terminstion of this Agreement, all of the license rights of

C.
' LICENSIE under this Agreement shall forthwith terminats and immediately revert to LICENSOR and
LICENSER, excepl as-detailed sbove in Seotion (B) of the “Post Tepmination Rights” Section, shall

)

- immediately discontioue ll uae of the L:cenaed Property end the Ilke, at no cost whatsosvar to
LICENSOR,

Upon termination of this Agrcmnant for any reason whatsoever, LICENSEE agress to

D.
1mmr.dmtely rctum to LICENSOR =ll material relating to the Licensed Inteliectunl Property. Furthermore,
upon fermination or expiration of this Agrccmcnt, LICENSER agrees to immediately mfon"n gl of ifssub

licensees regarding the said termination or expiration of thls Agresment,

XL INTRINGEMENTS

Al Duung the Term czf this Agreement and any aod ali npt\on/rcnewal periods, LICEN SEE
shull have the sole right, in its discretion and at its expense, to take any and all actions against third persons .
to protect the Intellectua) Property Rights licensed in this Agreement. : e
Upoh request by‘eithcr party to the other, the other party shall execute all papers, testify

. B.
on &ll matters, and otherwise cooperate in every way necessary and desirable for the prosecution of any
such lawsuit, Each party shall reimburse the other party for the expenses incurréd as a result of such.

cooperation,

AL INDEMNITY

A LICENSEE agrees to indemnify and hold harmless LICENSOR, its agents, heirs,
assigns and representatives; against all costs, expenses and losses (including reasonable attorneys' fees and

- costs) incurred through claims of third parties against LICENSOR based on product liability but excluding
any claims based solely upon the use”of the Licensed Intellectual Pmperty or Licensed Trademarks by

LICERSEE in accordance‘mth the terms of this Agreement.

S
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e ~-~-B, .- LICENSOR agrees to-indemnify-and hold harm/ess- LICENSER, -its offioers, dirlectar-s,-- -
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agents and employees, against sll.costs, expenses and losses (including reasonable attorneys' fees and costs)
incurred through claims of third parties against LICENSEE based on or arising from (i) any irifringement,

missppropriation or other related mction involving the Licensed Intellectual Property .or Licensed
OR’s obligations, representations, Warranties or duties under

Trademarks;- or (ii) any breach of TICENS

this agresment, .
C. | With respect to any claims falling ‘within the scope of‘ the faregoing indemnifications: (i)

each party agrees promptly to notify the other of and keep the other fully advised with respect to such

claims and the progress of any suits in which the other party is not participating; (ii) each party .shall have
the right to assume, at its sole expenge, the defense of & claim or suit made or filed against the other parly;

(iii) each party shall have the right to participate, at its sole expense, in any suit instituied against it;-and
(iv) a party assuming the defense of a claim or suil sgainst the other party shall not settle such claim or suit
without the prior written approvel of the other party, which approval shall not be unreasonably withheld or
delayed. . . ) o o o
) XTI TIMITATION OFR LIABILITY

A, IN NO BEVENT WILL EITHER PARTY BE LIABLE UNDER THIS AGREEMENT
FOR ANY INDIRECT, INCIDENTAL, SPECIAL, CONSEQUENTIAL OR PUNITIVE DAMAGES IN
CONNECTION WITH OR ARISING OUT OF THIS AGREEMENT (INCLUDING LOSS OF PROFTTS,
USE, DATA, OR OTHER ECONOMIC ADVANTAGE), NO MATTER WHAT THEORY OF
LIABILITY, EVEN JF THE EXCLUSIVE REMEDIES PROVIDED FOR IN THIS AGREEMENT FAIL
OF THEIR BSSENTIAL PURPOSE AND EVEN IF EITHER PARTY HAS BEEN ADVISED OF THR

POSSIBILITY OR PROBABILITY OF SUCH DAMAGES. THE PROVISIONS OF THIS SECTION

- “LIMITATION OF LIABILITY"- ALLOCATE THE RISKS UNDER THIS AGREEMENT BETWEEN
LICENSOR AND LICENSEE AND THE PARTIES HAVE RELIED UPON THE LIMITATIONS SET

- 'FQE'I'_HEER'ENNDEIEBMGWHEIHER TOENTER INTO TBIS AGREEMENT.

EACH PARTY'S LIABILITY TO THE OTHER UNDER TEIS AGRERMENT FOR -

"B.
CLAIMS RELATING TO TEIS AGREEMENT, WHETHER FOR BREACH OF CONTRACT OR IN
TORT, SHALL BE LIMITED TO THE AGGREGATE ROYALTY FERS PAID BY LICENSERE TO

| LICENSOR DURING THE TWELVE MONTH PERIOD PRECEDING THE CLATM.

LICENSEL shall, throughout the Term of this Agreement, obtain and maintain at its own cost and .

éxpcm’se from 2 qualified insurance company licensed to do businass as required. by state and federsl law(s),
standerd Product Liability Insurance naming LICENSOR as an additionslly named insured. Such policy

shall provide-protection against any and all claims, demands and causes of action arising out of any defects

or failure to perform, alleged or otherwise, of the Licensed Products or any material used in connection

{
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therewith—or-any~use-thercof—TFhe-nmount-ofcoverage—shalt-bens-specified-in*Schedute-Alnttached———

hereto. LICENSLE agrees to furnish LICENSOR u certificate of insurence tvidencing same within ninety
(90) days after issuance of same, and, in no event, shall TICENSEL manufacture, distribute or seil the

Licensed Products prior to receipt by LICENSOR of such evidence of insurance,

XV. FORCE MAJEURE

LICENSTE shall not be lieble for any failure of performance heréunder due to causes beyond jts
reasonable control, including but not limited to acts of God, fire, explosion, vandalism, -strikes, lockouts,
work stoppages, other labor difficulties, supplier failures, storm or other similar catastrophes, any law,
order, regulation, direction, action or request of the state, Jozal or federal government or of any government
agency, commission, court, burean, corporation or other instumentality of any one-or more of such

governments, or of any civil or military authority, netional emergencies, insurrections, riots, or wars,

~"\ .
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XML _JURISDICTION AND D], SPUTES .- y —

A. This Agresment shall be gaverned in secordance with the laws of the State of Florida without

regard to its principles of conflicts of laws.
B. All disputes under this Agreement shall be resolved by the‘courts of thr': State of. Florida

including the United States District Court for Florida and the pa.rtics all consent to the jurisdiction of such
courts, agree to gccept service of process by maxl and hereby waive any Jjunsdictional ar venue defenses

otherwise available to it. i _
. XVIL AGRUEMINT BINDING ON SUCCES‘?(')RS
‘ The provisions of the Agreement shall be bmdmg upon and shal] iure to the be.ncﬁt of thc partl &s
hereta, thmr hmrs, admmmtors successars and assigns.

. XVIOI, WAIVER
' No waiver by either party of sny default shall be dccmcd a5 a waiver of pnor or subscquant defautt
of the same or othcr provisions qf this Agreement, . '

If any term, clause or pravision hereof is held invalid or unenforceable by a court of competent
' jurisdiction, -such invalidity shall not affect the validity or operation of any other term, clanse or provision
and such invalid term, clause or provisian shall be deemied to be severed from the Agreement.

NO JO

) . . *
Nothing cantainad h:mn shall oonshhmeﬂns nnngamcn:mho emplayment, a joint verrture ora

XXI. ASSIGE Axm

.. . . Neither party may asgign by any act or opcrai:mn of lzw the rights and obhgatmns of this
Ag:reament unless in connection with a transfer of substantially all of the assets of TICENSEE and/or with
the consent of LICENSOR, which shall not be unrezsonably withheld or delayed, By way of example and

not limitation, LICENSER may freely assign Its nghts a:nd obligations undcr this Agrccmcnt to Stelor

. parhxerxhxp

'. Pmduc’aons Inc.
XX INTEGRATION

- This-Agreement-constitates-the-entire-understanding-ofthe-parties-and-revckesand-supersedesalt
prior agreements between the purfies, including any option agresments which may have been entered into
between the parties, and.is intended as a final expression of their Agreement, It shall not be modified or
amended except in writidg signed by the parties hereto and specifically referring to this Agreement. This -
Agreement shall take precedence over any other documents which may be in conflict with said Agreement,

XXIL. RATIFICATION

The LICENSOR hereby agrees to the transfer of this License from the LICENSEE (The Aurom Collectian,
Inc.) to Stelor Productions, Inc. as contemplated by the Asset & Purchase Agreement, dated May 1", 2002,
' and executed .. betwesn the . above mentioned parties ”
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T—',——_”-w— - IN WITNESS WEBREOF the parties heretp, mtcndmg to be lcgal}y bound hcreby, hava each
caused to be aftixed hereto its or his/her hand and seal the day indicated. )

STEVEN A. SILVERS STELOR PRODUCTIONS, INC.,

By:

Bteven A, Smrs’ : 'Printed Name: Noolon e Fo5rvb
Title: *Owner, o Title: Iyt )
Dated: _5’ j . Dated: 57 /01

Recsived Ten Thousand Dollar signing banus (510,000.00)

MICHAR L),
NOTARY PUBLIC STATE thé MARYLAND -
MyCommIssmn Expiros Aprll 1, 2003

’5‘/‘5’ /07’
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" LICENSED m'IELLEcmAL PROPERTY

The following Licensed Intellectual Property forms part of this Agresment; A Llcansc under any and all
intell ectual property rights and interests thersin, including by way of explanation, products which deal with
a creative character known as Googles, anythmg that contains the letters GOO (in upper or lower case),
together with any and all products, which comprige and which will comprise those characters, likenesses,
which include Iggle, Oogle, Oggle, Gooroo, Gootian(s), the Planet Goo, slides, computer web site(s),
membership lists, clubs, materials, pattermns, prototypes, logos, trademarks service marks, clothing,
merchandise, educational products, marketing and promotional data and toals, pamccmng and advertising,
muchﬁcai:ons updates and variations, and all other itsms assocmtcd therewith whether in singular or plural

LICENSED TR.ADEMA.RKS

The folimiwing Licensed Trademarks form part of this. Agreement: () “The Googles™ (word and design)
Trademarks in International Class Code (016) of the U.SP.T.0. and the co-existent Trademarks Agreement
with Ganz, Inc. of Canada in Intemnsfional Class Code (028) of the U.5.P.T.0,, which is hereto attached and
- made a part of this “Schedule A" document, (ii) “Oogle”, (iii) “Iggie”, (iv) “Oggls” (v) “GooRod”, (vi)
“Planet, Goo”, (vii) “GooMu™, (viii) “GooToons™, (ix) “GooStuff”, (x) *GooKids", (:u) “GopStare” and
(i) any other trademariz, whether registered, pending or firture or common lsw, used in connection with
the Licensed Property, including ., but not limited to, any trademark incorporating the phrase “Goo" -

j . LICENSED PRODUCTS
\ 1 -Thefollowing Licensed Products form part of this Agreament "all products which comprise the likenesses,
staries, idens, concepts, or designs of the Licensad Property, including without limitetion, stuffed toy

: ﬁgurin’u:, vid'r:os, stickers, t-ghirts or other clothing items, alides, movies, cartoons, books (comic mad
otherwiss), posters, playing, trading md collectar cards, CDs, cassette tapes, DVDs, TV programs, motion

pictures, all other forms of communication and pubhczmon, progmms computer Web sztc(s) membmhxp
" lists and clubs,.and.any.other pmductx . - .

currently in cxigtence,

DERIVATIVE

A Derivative as defined in this agreement shall mean a product or service that is utilized by the LICENSEE

and developed.by & pacty other thar the LICENSOR but is used in conjunction with licensed products,
articles und /or services. It can be a product of service produced by the LICENSEE or & third party -
(inventor, sub licensee etg,) that in its use echances the value of the Googles Universe but does not have &

——————conflict-with-an-already-existing-Googles-product-ides-or-eoneept-as-outlined-r- this-agreement-Tt-may-not————
- possess the “Goagles” or “GOQ" in it's name and would therefore fall under the LICENSOR'S exclusive

ownership os defined in the amended agreement but can be used in conjunction with the “Goo” Uruversc by

the LICENSEE:

TERRITORY

The following countries shall constitute the '_Terﬁtory: Glof)al/W orldwide rights.
TERM

) This Agreemcnt shall commence on the dats executed below by both parties and shall be for a thmy (30)

) year temm.  This Agreement shall automatically renew for one additional ten (10)-year term on the seme

terms and conditions provided for herein (‘Renewal Term'), Upon expiration of the first Renewal Term of

250153 ten (10) years, this Agreement shall automatically renew for a second ten (10)year extended Term on the
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o - A

CENSOR-provides written-notice-of its intention=

ns provioe for-harein, Lo B8 - (180) days prior to expiration of the Renewal

sam:.teﬁns and conditio d | '
tp not to renew this Agreement within one hundred eighty

} Term. .

o —

ROYALTY RATE _ '
o ' .'m\ ST PERCENT (6%) of Net Seles 0
. lowing soysly rats: () (6%) of Mot Sels
LICENSEE shell pey the fo i d Intellectual Property and (ii) THREE
the Licensea inte } FTe .
Licensed Products that are based Zol_cg t‘ljxx;f- ﬂ:e based solely on Derivative Products and (iii) In the Gtﬂ:::j
(3%, of Net Sales of Licensed Produc oo after subtracting licensing c08

t
Sub Licenses royalties will be TEN PERCENT (10%) of Net s

royalties paid 10 third parties only.

PRODUCT LIABILITY INEURANCE

' el ; ' ined single
. product Lighility Insurazice shall be Two Million U8, doclllm (362:990,000100) combine fi ge, |
.]\.@pmum e oocurrence for bodily injury and/or for property damage. - Y
limit for each ‘smgle od) ‘ /s

SveceSSion
ol T
R 4 s o VI

- S ﬂem% p‘{, L(‘L;waél/" 4“ o

l)gv\.- “H“ -e"""F a'p +‘""- '.9. ; fg Uho(*’f" Thes &563-{_.‘}1-:14‘ J s
ot fl A fec] r e
SWH jo o S _-fr\..e'.\ws.'/ M-ﬁjwf:’:ij /ﬂ |
- jmwgz{\j A-eS\’th{‘:“{ -,L.. ’ / ’.

4+ . MICHAEL LUM
. . NOTARY PUBLIC STATE OF MARYLAND
i My Commission Expires Aprll 1, 2003

slaler - o . ﬂ
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e : Kozvak TROPIN & THRDCKMORTDN; P.A.
' sg=5 PONGCE DE LEON * gH FLOOR "
CoralL GABLES, FLORIDA 43|34-8037
AL A MCOUILKIN _ _ .
_ piRECT PIA (305) 377-0856 * ygLEeHONE (305! 372-1800
gsmeictiaw.com ' _ ruLzcopiEn (305 37 2-3508
' ia Federal Express .
AWB# 7914—-4-506—-9106
' Jarmary -13, 2005
Steven A. Berig
Stelor Productions, Inc
14701 Mockinghirtl Dove

Dear Mr. Baog: -

[}

) Axycuknbw‘wempxumﬁ Sﬁvﬂlmmmdﬁ‘mcmmse,pmﬁhmnnmﬂ
Mamifactnong sement dated Jooo 1, 2002 _("Iinmmmml"), gnd party © Latter
Apreement dated Foe 1, 0002 (“Lethx . 0o 512,2004-wemvndmﬁnam
atelor that 3 WeS in hreach of 88V matmdpmvmtmﬂ ofboth the Licanse Agreement and Lettat
Agreement, 8 cogy of which 18 L

: Purguant to peragraph 1(c) of the Lettex Agreement, gnd paragraplt IX-4 o e Ticense

Agreerment, TS gerves ns Totice st VI, Silvers 18 cxeroigng bis option 0 +epminste the License

. Aggeement for Stelar’s fafhure 10 cure i_.‘csbreanh of the Letter Agreernert in thirty (30) da8, apd .
“preach of the Licansc'Agraamanf thin su:ty (60) days. S o

Pursuant to_pamgrap_h X of the 1jcense Agreement, Stelor muost immediztely provide Mr.

Gitvers with 8 complete ‘schednle of gll imyentory of Licensed Products onhand or on.ordet. Stelor

~ bas s (6) nopths to contimie to sell this Tovemtory in accordance with the License Agreement. Se

- long as Stelof 18 actively seling its imventary. of Licensed Products, it may contimne the use ofthe @~
for this period. Outside the goope 6fits

1

Licei:sed.lute]lzctuﬂl]?.rop_arty associsted
efforts to sell its jyentory- of Licensed Products, Stelor mmst jmmedistely ceass ase of the Ticensed
ing elso that gt

- ntellectual Property, ] cnding nemes, trademarlt, S1g08, advertising and anything eS8

~ make it appear ‘hat it is still hendling the articles snd products of Mz. Silver. " Further, Stelor TSt

" return to ML Silvers all rpeterial relating to +he Licensed Tntellectual Property and inform its sub-

-+ ficensees of the termination of the License Agreement. Do I

) . Because the License A;gr'ecl(nan.t'i&tpuninatgd, Stelor may 0ot proceed 1o represent the .
' interests of MI. ‘Silvers in TTAB Opposition Procee ing ‘No. 91161251, TTAB Cancellgtion.

Proceeding NO. 52043496, the domais . dispute against Google pending before the Netional
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: Steven A. Berig -
. Page 2

' ' : : 04373 And because
' L C :on Proceeding 1No. 92043757 ,
. icipate in TTAP Cmeﬂm}on' - igtri : o nooy moot. Thus,
Arbitration iomm, of ﬁihclpfiietad, o acﬁonpendmgmfade.rgl digtrict court 15 00 " .
: oement is terminated e

o I;;le.;;: thxg:r approptiate notices these proceedings " 3 -
. :we . ’ ) . * - |
| o i reltionbi i mot ok o, 08 WOLE e very
. Our c.hﬂni IP%E: ot the g moth fnvertary gell-aff peniod. _
. the relationship amns throughor! :
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: Fmtharmore although Stelor has provided a ‘written statcment that it is not offering any
products for sale, and no roya.Itles due, that gtatement has proven to be falge,

Stelor contimues to be in breach of the License Agreement a5 outlined in our .letter of
November 12, 2004. This is to provide notice to you that due to Stelor’s failure to perform its

abligations under the Settlement Agreement, and failure o cure the breaches under the License

Agreement, Silvers ig reinstating his notwc of termmamon of the License Agreement eﬂccﬁve

immediately. .
Pursua.ni to paragraph X of the License Agreamant, Stelor must mmedla.tely provide Silvers

with 2 complete schédule of all inventary of Licensed Products on hand or on order. Stelor hes aix - -
" (6) months to contimié to sell this Tnventory, if auy, in accordance with the I icense Agreement, So
lonig as Stelor is actively selling its inventory of Licensed Products, it may continue the use pf the
Licensed Intellectnal Property associated with the inventory for this period, Qutsidethe scope of itg
efforts to sell its inventory ofhcensed.Produats, Stelor nmust immediately cease use of the Ticensed -
Intellectual Property, mcluding names, trademarks, asigns, a.dvertlsmg web gite, and anything else
that might male it appear that it is still handling the articles and productsmlanngto the Googles IP.
Further, Stalor mwist return to Sitvers all material relating to the Licensed Inteflectual Property and
inform. its sub-licensees and those seﬂmg Googles related merchandise ofthe taz:tmnaﬁcm .of the -

Ltcuuae. Agreamnt .
Because thehcense Agreemcnns nOW tm:nnnai:ed, Stelor mny notrapreamt Sitvars mtamat K

in anylegal proceed.mg or actzon.

¢ StevenA. Silvers’
Laurence Hefler
.Kevin Kaplan

251933.1
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