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WHAT’S INSIDE

S E P T E M B E R

LIMA To Launch “Inside Licensing” Newsletter  
To Offer Industry News, Trends, Analysis 

When Celebrities Behave Badly: 
An Examination of Morals Clauses
By Jed Ferdinand
Ferdinand IP, LLC and 24 IP Law Group

We are living in the era of celebrities behaving badly.  Whether it’s entertainers, athletes or “celebu-
tantes” engaging in acts of violence, sex or drugs, the news cycle is filled with seemingly endless stories 
of celebrities gone wild.  

The potential for criminal conduct or indecent behavior is an important issue for any licensing program 
based on a celebrity or other prominent individual licensor-brand owner. In the past, “morals clauses” 
calling for the termination of the license for certain defined behavior were rarely a concern.  But times 

Legal Corner      

Please turn to page 2 

In an effort to give LIMA members and licens-
ing professionals a valuable source for industry 
news, trend information, analysis and other 
tools to help them run more profitable busi-
nesses, LIMA next month will introduce Inside 
Licensing, a biweekly newsletter to be delivered 
free via email.

Mark Seavy, an experienced business jour-
nalist for more than 20 years, has joined LIMA 
as Publications Editor, and will be heading up 
Inside Licensing, along with other editorial and 
research projects.

The newsletter will give context to industry 
developments, and also feature datapoints de-
rived from LIMA’s research projects, including 
the Annual Business Survey, the Kidz Global re-
search into kids’ favorite characters and brands 

Please turn to page 3 
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have changed, and now, with the advent of 
TMZ.com and 24-hour cable news, celebrity 
behavior is publicized like never before.

Why are morals clauses so important? 
Because an entire licensing and merchan-
dising program can be tarnished or perhaps 
even irreparably damaged from a celebrity’s 
inappropriate conduct, which could end up 
costing the manufacturer millions of dol-
lars. 

As a result, every celebrity license, 
endorsement or sponsorship agreement 
should have a morals clause. The questions 
become: what conduct is considered a mor-
als violation, what is the penalty and when 
should the licensee terminate? 

Many Ways To Structure  
There are many ways to structure the 

morals clause. The first is the most manu-
facturer-friendly provision:

“Celebrity agrees to conduct herself with 
due regard to public conventions and 
morals, and agrees that she will not do 
or commit any act or thing that materially 
degrades her in society or brings her into 
public hatred or contempt, or that shocks 
public morals or decency in her commu-
nity or otherwise substantially and mate-
rially devalues the value of this license 
grant. Licensor’s violation of this para-
graph shall constitute a material breach 
of this Agreement.”

This is a broad provision that would 
seemingly cover any instance of violence, 
sex or drugs, whether it rises to the level of 
a crime or not. Hence, a celebrity exposed 
in a sex-tape or found to have committed 
an act of spousal abuse would be in breach 
of contract regardless of whether or he or 
she is charged with a crime.  Moreover, the 
penalty for breach here could be both ter-
mination of the agreement and a claim for 
damages by the manufacturer against the 
celebrity.  

A middle-ground approach would be 
to include language similar to the clause 
above, but to require “a criminal indictment 

or legal complaint filed with a court for a 
felony involving moral turpitude” to declare 
a morals violation. This would give an add-
ed level of protection to the celebrity, while 
still protecting the manufacturer.   

Finally, the most celebrity-friendly provi-
sion would be to require a criminal convic-
tion in order to declare a morals violation.  
One example of such a clause is:

“In the event that Celebrity is convicted 
of a felony crime of moral turpitude un-
der federal or state laws which, in the 
reasonable exercise of Licensee’s good 
faith judgment, will bring Celebrity or the 
Licensed Marks or the Licensed Products 
into public disrepute, contempt, scandal 
or ridicule, then Licensee shall have the 
right to terminate this Agreement by 
written notice to Celebrity.  With respect 
to the occurrences described in the pre-
ceding sentence, notwithstanding any-
thing to the contrary in this Agreement, 
Licensee’s sole remedy shall be its right 
to exercise its termination.”

This clause is favorable to the celebrity 
both because it requires a conviction in or-
der to find a morals violation and because 
it limits the remedy to termination of the 
agreement only, meaning that the manu-
facturer could not also pursue a claim for 
damages against the celebrity. 

Practical considerations
Beyond the legalities, the licensee will 

have a difficult practical decision to make 
in terms of when to terminate the license 
for breach of the morals clause. Having 
invested heavily in the licensing program, 
this will surely prove to be a difficult deci-
sion and one driven by the overarching eco-
nomic consideration of whether or not the 
program can be salvaged. 

Has the program been merely tarnished 
or has it been irreparably damaged by the 
celebrity’s conduct?  A particularly heinous 
crime will surely leave the licensee with no 
choice because retailers will likely look to 
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“Beyond the legalities, the 
licensee will have a difficult 
practical decision to make in 
terms of when to terminate the 
license for breach of the 
morals clause.“
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Data Point  

Even as the role played by the 
videogame category within 
licensing has declined 20% 
over the past four years, retail 
sales of licensed apparel have 
increased 15%

in 31 markets around the world; and other forthcoming projects.
Mark Seavy has been a business journalist for nearly 25 years. After a stint at Home 

Furnishings Daily at Fairchild Publishing, he spent the last 20+ years in the New York 
bureau of Washington-based Warren Publishing – first as an Associate Editor of  print 
newsletter Television Digest, then as Senior Editor at the company’s Consumer Electronics 
Daily electronic newsletter, a major news source for consumer electronics manufacturers 
and retailers.  In both cases, he’s been responsible for coverage of virtually all facets of 
the consumer electronics business, including electronic accessories, video games, toys, 
electronic learning aids, and other categories in which licensing plays a significant role. He 
twice won Warren Publishing’s outstanding journalist award.
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Apparel, Vidgame Trend Lines Spotlight Changing Dynamics
One of the constants in the licensing business is change. Properties, merchandise 

categories, retail channels grow and wane on a regular basis,  with new opportunities 
arising even as mainstays shrink or even disappear.

It’s a point that can be illustrated by looking at a couple of four-year trendlines from 
LIMA’s Annual Licensing Business Survey.

As the chart below illustrates, even as the role played by the videogame category 
within licensing has declined 20% over the past four years, retail sales of licensed ap-
parel have increased 15%.

The decline in licensed videogames is part of a broader dropoff in that category, but it’s 
also indicative of a consumer shift -- particularly in the licensed entertainment category 
-- from console-based gaming to lower-priced or even free casual mobile gaming. One 
console-based licensing stronghold: sports simulations, such as the NBA2K series from 
2K Sports, and the Madden NFL and FIFA series from EA Sports.

Meanwhile,  sales of licensed apparel have been on a steady upswing, aided by 
growth in both entertainment-licensed goods, as well as a growing number of small and 
medium-sized fashion labels who rely mostly on licensing as their growth engines. There 
also has been growth in the number of companies who have entered the fashion brand 
managment business, built entirely on a licensing model.
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LIMA Golf Outing     
More than 40 players took to the links on 

a gloriously sunny day earlier this month 
at the first LIMA Golf Outing at Hampshire 
Country Club in Mamaroneck, NY. The day 
included lunch before the round, and was 
capped by cocktails and dinner, which 
featured a raffle to benefit Children’s Brain 
Tumor Foundation.

The big winners in the scramble format: 
the team of Corey Adams of NFL Players 
Inc., Michael Carlisle of the Wildflower 
Group, Robert Novick of Rodale, and PJ 
Pierce of Wildflower Artists.

Above: Creation Entertainment’s Erin Ferries sinks it for a birdie, as (L to R) LIMA’s Mark Seavy, Meredith’s 
Claire Pierce and CBS Consumer Products’ Bill Burke look on

Left: It wasn’t all fairways and greens
Below left: Thanks to all the sponsors!
Right: Post-round cocktails
Bottom Right: WWE’s Scott Halpern tees off
Below right: Six companies donated prizes for a raffle 
to benefit Children’s Brain Tumor Foundation



What were the career moves that brought you to the licensing business?
I was living in New Zealand and had just returned from the obligatory “overseas 

experience” and I needed to buy a car – or better still, get a job which provided me with 
one. That requirement led me to applying to and being hired by Hasbro New Zealand as a 
Sales Representative, and it seems I’d found my niche.  

I loved sales, the customers, the travel, the negotiation and the relationships. I was 
promoted to a supervisory roll and then a management role and accepted an offer to 
relocate to Australia to manage licensing for Hasbro in the Australia/New Zealand region. 
I had a VERY limited knowledge of what licensing actually was but learnt very quickly, as 
my first challenge was to launch Barney the Dinosaur here in Australia. I guess I’ve never 
looked back. 

My role at Hasbro grew to include Japan and then all of Asia. I also acted as the agent 
for DreamWorks for almost the entire time they have been producing movies. We launched 
DreamWorks in Australia and New Zealand on the back of Prince of Egypt and Small 
Soldiers many, many years ago.

What’s a “typical” day in your current position?
There is no such thing as a “typical” day in Licensing and that’s why I love it! Because 

we work with U.S., UK, European and Asian principals, my day can start from the minute I 
pick up my phone and check e-mails at 6am, to hanging up on a conference calls with the 
UK at 9pm.

We work very much as a team and tend to multi-task (as you have to in a smaller 
company) and we alternate between being sales people, marketers, promoters and 
business managers. It’s a constantly changing spectrum and it’s never dull. 

What’s the most challenging aspect of your job? How do you address that challenge? 
Keeping it fresh and looking for new opportunities. Our market is tough and we need to 

be open to change and adapt to it quickly in order to deliver results to our own business and 
to our principals. Sometimes it’s a long play – like the Woolworths DreamWorks Heroes 
program – and sometimes it’s a quick opportunity. Either way, you have to be constantly on 
the ball and proactive rather than reactive. 

What’s your favourite part of the job?
That’s easy. It’s going out into the marketplace and seeing the results of all our hard work 

as a physical reality. Whether that’s product or a promotion, it’s truly gratifying. 
I also still get a kick out of seeing a new property for the first time – that first sizzle – the 

first script – the first creative – and being responsible for translating that to a merchandise 
and promotional program. 

What are the most significant trends or changes you’ve seen in the business in recent years?
I would have to say the proliferation of licenses which are now available. Gone are the 
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Gail Mitchell
Managing Director
The Fusion Agency, Sydney, Australia 
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“I still get a kick out of seeing 
a new property for the first 
time – that first sizzle – the 
first script – the first creative 
– and being responsible 
for translating that to a 
merchandise and promotional 
program. “
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LIMA Global Networking Party
10/8

Mayfair Hotel, Sutton Street, London, UK 
www.licensing.org/event/

lima-uk-networking-party-at-ble/

days when a successful toy line or good TV placement or a hugely successful publishing 
program was a guarantee of a strong licensing program. 

Advancements in technology will continue to drive change, deliver new intellectual 
properties and dictate how consumers interact with those properties. 

Our local retail landscape has also changed considerably and continues to evolve. 

What are the biggest challenges facing the licensing business in the next three years?
I would think that advances in technology and how they allow us to interact with brands 

is going to be a big challenge and a big opportunity. I was amazed at the high percentage 
of engagement in an augmented reality app which was launched in conjunction with one of 
our recent promotions. I am very excited about the upcoming launch of Netfix in Australia 
and the opportunity for me and my family to be able to access content when, where and 
how we want it.

 We need to be aware of how our consumers are accessing content and we need to 
engage them. That’s quite a challenge!

What advice would you give to students or young professionals wanting to pursue a career in 
licensing?

I didn’t start in licensing, I started in sales and it was a natural transition to licensing. 
Through a sales background you learn about relationship building, presenting, negotiating, 
budgets etc. As licensing is not merely sales, it is brand management, it is an advantage to 
be able to temper that sales ability with a knowledge of basic marketing principals. 

If you embrace change and if you want a career which allows you to deal with a wide 
spectrum of businesses and people, this could well be the industry for you. 

Any advice for mid-career professionals looking to expand their competencies?
This is not a finite field. You have to be constantly learning and evolving and be open to 

change. If you are working within your comfort zone, there is a good chance you are not 
going to be delivering results. You have to stay focussed. You have to be on the lookout for 
new angles, new opportunities and you have to stretch yourself constantly. The licensing 
industry doesn’t allow you to rest on your laurels for long!

SEMA Show 2014 
11/4 - 7

Las Vegas Convention Center, Las Vegas, NV
www.semashow.com/the-sema-show 

Licensing Market 2014
11/11

Hotel Bayerischer Hof, Munich, Germany
www/licensing.org

PLMA Private Label Trade Show
11/16 - 18

Rosemont Convention Center, Rosemont, IL
http://plma.com/

New York Comic-Con
10/9 - 12

Javits Convention Center, New York, NY
www.newyorkcomiccon.com/Home/

Brand Licensing Europe
10/7 - 9

Olympia, London, UK
http://www.brandlicensing.eu

China Licensing Expo
10/14 - 16

Shanghai New International Exhibition Center,  Shanghai
www.sniec.net/

Do Something Nice For Everyone On Your Team
Shouldn’t they be up-to-date on news and perspectives on licensing, marketing 

and retail? Sign them up for LIMA’s 
NewsLinks sevice, delivered FREE to everyone’s mailbox every Tuesday and 

Thursday. It’s a quick look at (and links to) newly published articles in the general 
and business press of interest to licensing professionals.

Just send a list of everyone’s email address to  
newslinks@licensing.org, so they can start to get 

LIMA NewsLinks.

LIMA-Digital Hollywood Keynote Roundtable 
10/21

Ritz Carlton Hotel, Marina del Rey, CA
www.licensing.org/event/

lima-digital-hollywood-evening-keynote-roundtable-digital-
hollywood-fall-the-hollywood-brand-and-licensing-global-

strategy/
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Michael Brown, American Greetings 
Marilu Corpus, Click! Licensing Asia 
Ciarán Coyle, Beanstalk 
Paul Flett, United Talent Agency
Christian Fortmann, 24IP Law Group 

Dell Furano, Epic Rights LLC
Darran Garnham, Mind Candy
Elias Hofman, Exim Licensing
Tim Kilpin, Mattel
Cindy Levitt, Hot Topic Inc.
Sara Nemerov
John Parham, Parham Santana 

James Slifer, LIMA Vice Chair, The Joester Loria Group

Henry Stupp, Cherokee Group Inc.
Rick Van Brimmer, LIMA Chairman,The Ohio State U.

Peter Yoder, Cartoon Network Enterprises

Howard Fleischer, RoyaltyPros Licensing
Joan Grasso, Entertainment One
Marisa Marionakis, Cartoon Network Enterprises
James Stocker, FAB/Starpoint

Denise Carranza, Jerry Leigh of California
Stephanie Gonzalez, Mighty Fine
Pamela Harris, Firefly Brand Management
Kathryn Klingler, Creata USA

Charles Riotto, President 
Adam Berg, SVP, Membership & New Business Development

Martin Brochstein, SVP, Industry Relations & Information 

Louise Q. Caron, SVP, Member Relations 
Mary Verdegaal, Director of Operations 
Christina Jordan, Director of Marketing 
Leah Hunter, Director of Finance & Administration

Mark Seavy, Publications Editor 
Courtney Halligan, Project Coordinator

Tony Bugg, Managing Director, LIMA Australia
Heike Winner, Managing Director, LIMA Germany 

Kaori Taniguchi, General Manager, LIMA Japan 

Tani Wong, Managing Director, LIMA China

Kelvyn Gardner, Managing Director, LIMA UK

Gregory J. Battersby, The Battersby Law Group LLP

LIMA Board of Directors

LIMA Staff

LIMA East Coast Representatives

LIMA West Coast Representatives

LIMA General Counsel
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Association of Agents 
and Managers In Creative 
Industries (AGMA)
Tuomo Karvonen
www.agma.org

Blue Planet Software, Inc.
Gerilynn Maria

Blue Rhino
Chris Hartley
www.bluerhino.com

Caprice Australia
Paul Cannon
www.caprice.com.au

Cotton On Group
Jade Slater
www.cottonon.com.au

The Dreamchaser 
Company
Peter Van Hooydonk
www.dromenjager.nl

Geehaa The Band Corp.
Alfonso Soto
www.geehtheband.com

GIP Development SARL
Andrzej Cebrat
www.gip-development.lu

HC Cartoon Animation 
Technology (GZ) Co., Ltd.
Tao Jiaxi
www.hezi.cc

High Times
Sarah Muhlrad
www.hightimes.com

Hong Kong Trade  
Development Council
Michael Katzmarck
www.hktdc.com/hklicensing.
show.com

 
International Visual 
Corporation Ltd.
Yasushi Hamano
www.ivc-tokyo.co.jp

License Factory
Thorsten Zimmermann
 
MAXIM Inc.
Jill Tully
www.maxim.com

Nickelodeon Viacom 
Consumer Products
Claire O’Connor
www.nickelodeon.com.au

Protégé International Ltd.
Andre Levy
www.protege-international.com

Rapala VMC Corporation
Janne Ahramo
www.rapala.com

Rubies Deerfield Pty Ltd
Peter Wharton
www.rubiesdeerfield.com.au

Running Press
Margaret Milnes
www.runningpress.com

Simply Remarkable
Tiffaney Gallup
www.simplyremarkable.com

Sunnyside Up Licensing 
Consultancy
Michael Gottlieb
www.sunnysideuplicensing.com

Sweet Help
David James
www.sweethelp.org

Those Licensing People
Russell Dever
www.thoselicensingpeople.com

Topps Europe Ltd. (HK)
Simmy Lee
www.topps.com

Toy State International 
Ltd.
Andrew Friess
www.ToyState.com

U Games Australia
John Herbert
www.ugames.com.au

University of Cambridge
Natalie West
www.admin.cam.ac.uk/offices/
communications

ventum Special  
Promotions GmbH
Jens Halefield
www.ventum-hamburg.com

Young Toys
Sangho Park
www.youngtoys.co.kr

Zac Brown’s Southern 
Ground
Tim O’Connor
www.southernground.net

Zen Monkey Studios
Josh Mirman
www.zenmonkeystudios.com

Legal Corner  C O N T I N U E D  F R O M  P A G E  2     
return licensed products and will stop all 
purchases.  The more difficult decisions will 
lie with the gray areas – should a licensee 
terminate because of a DUI, a sex tape or 
another type of immoral or indecent act?  
This will depend on the level of public scru-
tiny and the reactions of the retail buyers.   

In the event of termination, the licensee 
will want to pursue a claim against the 
celebrity-licensor to recoup its investment 
in the program and may also pursue a claim 
for lost profits.  For this reason, it is criti-
cal that the licensee-manufacturer preserve 
the right to seek money damages from the 
celebrity-licensor in addition to its right to 
terminate the agreement.  

As with all agreements, the scope of the 
morals clause will depend on the parties’ 
negotiation.  Yet, a pragmatic approach for 
the manufacturer will be to have the broad-
est possible morals clause as an added 
measure of protection. 

 
Jed Ferdinand is the founding member 

of Ferdinand IP, LLC with offices in New 
York, California and Connecticut, and is a 
member of the 24 IP Law Group, with of-
fices in Germany, France and the U.K.  Jed’s 
practice focuses on the protection and ex-
ploitation of brands in the United States 
and internationally.  He can be reached at 
JFerdinand@24IPLG.com.  


