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Non-Binding Term Sheet[footnoteRef:1] [1:  NTD:  This outline of a term sheet is meant to help business parties organize discussions around a potential commercial partnership (e.g., a revenue share agreement, distribution agreement, joint-marketing venture, or license).  This is non-binding and the text here is meant to be plain language, and not legalese.  The topics are also provided as examples, but other topics may be relevant to the potential transaction.  Parties should seek to agree on the important business points in a term sheet in order to minimize back and forth of redlines when drafting a definitive commercial agreement. ] 


This non-binding term sheet (the “Term Sheet”) is effective as of [DATE] and is entered into between [CLIENT] (“Client”) and [Entity Name] (“Partner”). This Term Sheet outlines the proposed terms of a commercial agreement between Client and Partner which are intended to be memorialized in a commercial agreement (the “Definitive Agreement”). EXCEPT AS PROVIDED IN THE SECTIONS TITLED “CONFIDENTIALITY” AND “MISCELLANEOUS” BELOW, THIS TERM SHEET IS NON-BINDING AND DOES NOT CREATE ANY LEGAL OBLIGATION OR LIABILITY ON THE PARTIES WHATSOEVER.

	Business Terms
	· [To generally describe the business terms of the relationship, including potentially:
1. Purpose / Scope of Relationship
2. Description of Products Services
3. Key Deliverables and Milestones
4. Territory Restrictions
5. Volume Commitment Levels
6. Performance Metrics
7. Exclusivity / Non-Compete Terms
8. Support and Maintenance]


	Consideration
	[To describe intended compensation term, for example:
1. Revenue Share
· Description: One party receives a percentage of the gross or net revenues generated from specific products, services, or activities.
· Key Variables to Define:
· Basis: Clarify whether calculated on gross sales or net sales (after deductions such as taxes, returns, processing fees).
· Percentage: E.g., “Party B will receive X% of Net Revenues from the sale of the licensed products.”
· Reporting Frequency: Monthly, quarterly, etc.
· Payment Timing: “Within 30 days after end of each quarter, accompanied by sales report.”

2. Flat Monthly Fee
· Description: A fixed monetary amount paid each month for the duration of the agreement, independent of sales volume or usage.
· Key Variables to Define:
· Amount: E.g., “Party B will receive $5,000 per month.”
· Due Date: “Payable on the 1st of each calendar month.”
· Inflation or Adjustment Clause: Optionally tie increases to CPI, milestones, or periodic review.

3. Royalty Payments
· Description: A payment based on the use of intellectual property (e.g., trademarks, patents, copyrighted works). Often expressed as a percentage of sales, per-unit amount, or license fee.
· Key Variables to Define:
· Royalty Base: Net sales, gross sales, or per-unit price.
· Rate: E.g., “5% of Net Sales per unit” or “$0.50 per unit sold.”
· Minimum Guarantee: Optional — ensures a minimum royalty payment each period.
· Audit Rights: The right to inspect relevant sales records.

4. Hourly Compensation
· Description: Payment based on the number of hours worked, multiplied by an agreed hourly rate.
· Key Variables to Define:
· Hourly Rate: E.g., “$125 per hour for consulting services.”
· Time Tracking Method: Timesheets, project management software.
· Billing Schedule: Weekly, biweekly, monthly.
· Cap or Estimate: Optionally set a maximum number of billable hours.]
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	Term and Termination
	A. Term. The Definitive Agreement will continue for an initial term of [Number of years] years unless earlier terminated.

B. Termination for Cause. Either party will be entitled to terminate the Definitive Agreement for the other party’s uncured material breach lasting longer than [30 days] after written notice to the other party of that breach. 



	Intellectual Property
	[To describe key intellectual property terms, including for example:

Background IP: [Describe]
License Scope: [Exclusive/Non‑exclusive/Sole; territory; term]
Development Ownership: [Assigned to ____ ]
Trademark Usage: [Permitted / Not permitted; approval process]
Royalties (if any): [Describe link to consideration terms]
Post‑Termination Rights: [Describe wind‑down period and restrictions]] 

	Non-Competition
	[To describe any potential non-compete between the parties, including the length of the non-compete, applicable territory of the non-compete, and restrictions of the non-compete.]

	Other Provisions
	The Definitive Agreement will contain provisions regarding representations and warranties, indemnification, liability, confidentiality, and such other provisions as are customary or to which the parties may agree in good faith.

	Confidentiality
	[This Term Sheet will be governed by the NDA executed by the parties on [DATE]].

OR

Each party (as the "Discloser") may disclose or make available to the other party (as the "Recipient") information about its business affairs, products, and services and other sensitive or proprietary information, whether orally or in writing, and whether or not identified as "confidential" (collectively, "Confidential Information"). Confidential Information includes the terms of this Term Sheet.  Confidential Information will not include information that, at the time of disclosure: (i) is or becomes generally available to the public other than as a result of any breach of this section by Recipient; (ii) is obtained by the Recipient on a non-confidential basis from a third-party that was not legally or contractually restricted from disclosing such information; (iii) was in the Recipient's possession prior to disclosure by the Discloser; or (iv) was independently developed by the Recipient without use of or reference to any of the Discloser's Confidential Information. The Recipient will: (A) protect and safeguard the confidentiality of the Discloser's Confidential Information with at least the same degree of care as the Recipient would protect its own Confidential Information, but in no event with less than a commercially reasonable degree of care; (B) not use the Discloser's Confidential Information, or permit it to be accessed or used, for any purpose other than to evaluate, negotiate, and undertake the transactions contemplated by this Term Sheet; and (C) not disclose any such Confidential Information to any person or entity, except to the Recipient's employees, legal counsel, accountants, and consultants who need to know the Confidential Information to assist or advise the Recipient, with respect to the transactions contemplated by this Term Sheet, provided that such parties are bound in writing by terms at least protective of Discloser’s Confidential Information as this section. 

	Miscellaneous 
	This Term Sheet is governed by the laws of the [State of Delaware]. Any dispute regarding this Term Sheet will be heard exclusively in the state or federal courts located in [New Castle County, Delaware]. Nothing in this Term Sheet obligates, or should be construed to obligate, either party to enter into the Definitive Agreement or any other commercial transaction. Each party may terminate this Term Sheet and all discussions under this Term Sheet at any time immediately upon notice to the other party. This Term Sheet may not be assigned be either party to a third-party, and any such assignment in violation of this section will be void. This Term Sheet may be executed in counterparts.



This Term Sheet is executed by: 

[CLIENT FULL LEGAL NAME]
By:		

Name:	_____________________________________

Title:	_____________________________________

[PARTNER FULL LEGAL NAME]
By:		

Name:	_____________________________________

Title:	_____________________________________
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