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Exhibit 10.35  Joint Venture Agreement between Valence Technology 
               B.V. and Hanil Telecom Co., Ltd., dated as of 
               July 10, 1996. 
 
Exhibit 10.36  Form of License and Support Agreement to be entered 
               into between Valence Technology B.V. and Hanil 
               Valence Co., Ltd. 



 

(*) PORTIONS OF THE TEXT HAVE BEEN OMITTED. A SEPARATE FILING OF THE OMITTED TEXT HAS BEEN MADE WITH 
THE COMMISSION AS PART OF REGISTRANT'S APPLICATION FOR CONFIDENTIAL TREATMENT.  
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Date: February __, 1997           By: /s/ David Archibald 
                                      -------------------------------- 
                                      David Archibald 
                                      Director of Finance 
                                      (Principal Financial and Accounting 
                                       Officer) 



CONFIDENTIAL TREATMENT REQUESTED  
UNDER 17 C.F.R. SECTIONS 200.80(b)(4),  

200.83 and 240.24b-2  

JOINT VENTURE AGREEMENT  

between  

HANIL TELECOM CO., LTD.  

and  

VALENCE TECHNOLOGY B.V.  

on  

JULY 10, 1996  



THIS AGREEMENT, entered into as of July 10, 1996 ("Effective Date") by and between Valence Technology B.V. with offices at Hirsch 
Gebouw, Leidseplein 29, 1017 PS Amsterdam, The Netherlands ("Valence") and Hanil Telecom Co., Ltd., with offices at Wooduk Bldg., 832-
2 Yuksam-Dong, Kangnam-Ku, Seoul, Korea ("Hanil").  

WHEREAS, Valence has the knowledge, expertise and technology to design, develop, manufacture and sell solid polymer electrolyte batteries, 
and Valence owns or has rights to certain patents, trademarks, know-how, technology and other intellectual property related to the design, 
manufacture, and sell such batteries, and the laminates that are used in such batteries;  

WHEREAS, Hanil, through its affiliates, has the knowledge, expertise and technology to design, develop, manufacture and sale of products 
that can incorporate solid polymer electrolyte batteries;  

WHEREAS, Hanil will form a company in Korea for the purpose of carrying on the business of designing, manufacturing, marketing, selling, 
repairing, installing, maintaining, exploiting, applying, distributing and dealing in products that use such batteries;  

WHEREAS, Hanil desires to invite the participation of Valence in such a company in order to obtain new capital and technology from Valence, 
relating to the manufacture of solid polymer electrolyte batteries, and Valence is willing to participate as shareholders in the ownership and 
operating of such a company;  

WHEREAS, the parties hereto in order to give effect to the aforesaid have agreed to enter into this Agreement and accordingly are desirous of 
regulating their relationship inter se as shareholders of the joint venture company and the activities of the joint venture company in the manner 
hereinafter described.  

NOW, THEREFORE, In consideration of the mutual covenants and promises herein set forth, Hanil and Valence agree as follows:  

1. DEFINITIONS  

1.1 AFFILIATE shall mean any corporation, association or other legal entity which directly, or indirectly controls Hanil or Valence, or is 
controlled by Hanil or Valence, or is under common control of Hanil or Valence, where the term "control" means the power and ability to 
direct the management and policies of the controlled enterprise through ownership of voting shares of the controlled enterprise, or by contract 
or otherwise.  

1.2 APPLICATIONS shall mean any application into which the Batteries may be incorporated, except for those applications for which Valence 
has already granted an exclusive license to another party, such as automotive, traction and utility load leveling markets licensed to General 
Motors, and personalized lighting systems and uninterruptable power supplies licensed to Goldtron Ltd.  

1.3 BATTERIES shall mean the advanced rechargeable solid polymer electrolyte batteries manufactured by Hanil Valence Co. utilizing 
Laminates based on the solid polymer electrolyte technology owned and licensed by Valence.  

1.4 BATTERY LAMINATE SUPPLY AGREEMENT shall mean the agreement to be entered into between Hanil Valence Co. and Valence.  

1.5 BOARD shall mean the board of directors of Hanil Valence Co.  

1.6 GOVERNMENT APPROVAL shall mean of this Agreement, and other Transaction Documents, and the parties performance under the 
Agreement and other Transaction Documents ("Agreements and Performance"), such approval of or confirmation or consent to the Agreements 
and Performance together with such license, permits, or other permissions reasonably required for the  
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Agreements and Performance, all as the statutes, decrees, regulations, and rules of governmental authority within Korea (collectively "Legal 
Authority"), may require to be obtained in connection with the Agreements and Performance from such Legal Authority or from political 
subdivisions thereof. Wherever "Government Approval" is used herein, it shall be interpreted and construed to include the requirement that 
such approval be in form and substance acceptable to the parties hereto.  

1.7 HANIL INDIVIDUAL SHAREHOLDER shall mean the corporations, associations, legal entities and/or individuals listed in Hanil Shares 
Ownership Exhibit, attached hereto as an exhibit.  

1.8 HANIL VALENCE CO. shall mean the Korean company Hanil Valence Co., Ltd.  

1.9 LAMINATES shall mean cathode, separator and anode laminates, or films, of the Battery, produced exclusively by Valence.  

1.10 LICENSE AND SUPPORT AGREEMENT shall mean the agreement to be entered into between Hanil Valence Co. and Valence.  

1.11 TERRITORY shall mean Korea.  

1.12 TRANSACTION DOCUMENTS shall mean this Agreement, the License and Support Agreement, the Battery Laminate Supply 
Agreement and any other document contemplated in this Agreement or entered into by the parties or between each party and Hanil Valence Co. 
in connection with this Agreement.  

 

shall form a new Korean company to become, under the name "Hanil Valence Co., Ltd."  

2.2 The Articles of Incorporation of Hanil Valence Co. shall be as mutually agreed upon by the parties.  

2.3 Hanil shall cause Hanil Valence Co. to enter into the License and Support Agreement, and the Battery Laminate Supply Agreement within 
sixty  
(60) days of the Effective Date of this Agreement.  

3. REORGANIZATION  

3.1 A purpose of this Agreement is to provide for the restructure of ownership and operation of Hanil Valence Co. by Valence and Hanil. 
Further, it is the intention of Valence and Hanil that they will work together in good faith within reasonable commercial expectations and 
requirements to promote the Business.  

3.2 Following the Effective Date but no later than Valence's initial subscription pursuant to Article 4.1 below, Hanil shall cause Hanil Valence 
Co. to be reorganized as a joint venture company in accordance with the Foreign Capital Inducement Act, other relevant laws of Korea and this 
Agreement.  

3.3 Hanil Valence Co. shall be a joint stock company (Chusikhoesa) named in Korean "Chusikhoesa Hanil Valence," and in English "Hanil 
Valence Co., Ltd."  

3.4 The business objects of Hanil Valence Co. shall be as follows:  
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1.13  US$ shall mean the lawful currency of the United States of America. 
 
1.14  WON shall mean the lawful currency of Korea. 
 
2.   JOINT VENTURE COMPANY FORMATION 
 
2.1  Within thirty (30) days of the Effective Date of this Agreement, Hanil 



CONFIDENTIAL TREATMENT REQUESTED  

3.4.1 the design, application, manufacture, distribution and sale of the Battery utilizing Laminates supplied by Valence, [ ] for Applications in 
the Territory;  

3.4.2 foreign trade business for the importation of raw materials and manufacturing facilities/equipment; and  

3.4.3 any and all acts, things, business and activities that are related, incidental or conducive directly or indirectly to the attainment of the 
foregoing object.  

3.5 Within thirty (30) days of the Effective Date hereof, Hanil shall cause the Articles of Incorporation of Hanil Valence Co. to be amended in 
such form to be agreed by Valence and Hanil. In case of any conflict between the provisions of this Agreement and the Articles of 
Incorporation of the Hanil Valence Co., the provisions of this Agreement shall prevail.  

4. REPRESENTATIONS AND WARRANTIES  

4.1 Hanil hereby represents and warrants that:  

4.1.1 The total number of shares of Hanil Valence Co. authorized for the issuance is one million six hundred thousand (1,600,000) shares of 
common stocks having a par value of five thousand won (Won 5,000) each.  

4.1.2 The total number of shares of Hanil Valence Co. issued and outstanding at the time of incorporation is four hundred thousand (400,000) 
shares of common stock having a par value of five thousand won (Won 5,000) each, for a paid-in capital of two billion won (Won 
2,000,000,000).  

4.1.3 The number of shares owned by the Hanil Individual Shareholders is as listed in Hanil Shares Ownership Exhibit, and the Hanil 
Individual Shareholders shall collectively subscribe to those shares for two billion won (Won 2,000,000,000), as paid-in capital. All the shares 
owned by the Hanil Individual Shareholders must be controlled and voted as single block of shares by Hanil. Since, other than Hanil, the Hanil 
Individual Shareholders are not parties to this Agreement, Hanil shall take complete responsibility that the Hanil Individual Shareholders abide 
by all terms of this Agreement and shall indemnify and hold harmless Valence from any and all damages and other expenses that may arise 
from any action by the other Hanil Individual Shareholders.  

4.1.4 All of the assets and the liabilities of Hanil Valence Co. as of the date of Valence's initial subscription are as per the balance sheet, profit 
and loss statement and list of assets, which shall be prepared and delivered to Valence as of the date of Valence's initial subscription of its 
shares.  

4.2 Hanil hereby agrees that in the event there are any shortages in the total assets described in the said balance sheet or if there are any 
liabilities or claims of third parties which are not disclosed in the balance sheet, Hanil shall jointly and severally make such deficits good and 
settle any of such liabilities and claims at their own cost and expense. Hanil hereby commits that there will be no changes in assets and 
liabilities of Hanil Valence Co. from the Effective Date to the date of Valence's initial subscription of its shares, except such changes as 
normally occur in the ordinary operation of a business. Hanil declares and promises that any and all of the assets are and will be free of liens, 
encumbrances, leases, ownership of third parties, particular claims, and limitations or threatened limitations resulting either from earlier 
agreements or from laws or regulations in force in Korea as of the date of Valence's initial subscription of its shares, except as disclosed in the 
above balance sheet, and except as required for the normal and ordinary operations of Hanil Valence Co.  
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5. INCREASE OF CAPITAL AND PARTICIPATION  

5.1 No later than ninety (90) days following the Effective Date, Hanil shall cause Hanil Valence Co. to increase its paid-in capital to four 
billion won (Won 4,000,000,000) and issue four hundred thousand (400,000) new shares of common stock, which new shares shall be 
subscribed solely by Valance at the par value. Provided, however, that the foregoing subscription of Valence shall be subject to the satisfaction 
of following conditions;  

5.1.1 all necessary Government Approvals have been obtained, including approvals on this Agreement, the License and Support Agreement, 
and any tax privileges available under the Foreign Capital Inducement Act of Korea; and  

5.1.2 The revision of the Articles of incorporation of Hanil Valence Co. to both parties satisfaction.  

5.2 One (1) year after the Effective Date, or sooner upon mutual agreement of the parties, Valence and Hanil shall cause Hanil Valence Co. to 
increase its paid-in capital to eight billion won (Won 8,000,000,000) and issue an additional eight hundred thousand (800,000) new shares of 
common stock, for a total of one million six hundred thousand (1,600,000) shares of common stock, which new shares subscribed equally by 
Valence and Hanil at the par value. The detailed schedule for said subscription shall be as agreed upon between the parties.  

5.3 Upon the completion of subscriptions set forth in sections 5.1 and 5.2 above, the equity ownership and the shareholding ratio of Valence 
and Hanil shall be as follows:  

 

5.4 All shares issued by Hanil Valence Co. shall be common shares registered in nominative form evidenced by share certificates bearing a 
legend as follows:  

"This certificate is held subject to the terms of an agreement between Valence Technology B.V. and certain local entities referred to as Hanil in 
the aforementioned agreement, a copy of which is on file at the principal office of the Company. Any transfer of shares in violation of 
aforementioned agreement shall be ineffective against the Company; and any violation of this restriction may result in termination of the 
aforementioned agreement and in the liquidation of the Company."  

5.5 It is the firm intention of the parties that their ownership of Hanil Valence Co. and its stock shall always be equal. Any change in the equal 
ownership of Hanil Valence Co. and its stock shall only be effective upon unanimous approval of the Board and shareholders. If a change in 
this equal ownership is so approved and additional shares are created, the following terms shall apply:  

5.5.1 Valence and Hanil shall have preemptive rights in each additional issue of shares in Hanil Valence Co. in proportion to their existing 
shareholdings at the time of issuance.  

5.5.2 Should any shareholder not wish, or not be able to take up and pay for its proportionate shares of any such additional issue of shares, that 
shareholder shall immediately offer its rights in writing to the other shareholder. In the event offered shares have not been taken up by other 
party within thirty (30) days following its offer, such shares shall be disposed in accordance with the resolution of the Board.  

5.5.3 However, prior to Hanil offering such shares in section 5.5.2 to Valence, any such Hanil Individual Shareholder may first offer its rights 
to the other Hanil Individual Shareholders in proportion the total shareholding of such other members in Hanil Valence Co., and the Hanil 
Individual Shareholders shall be free to alter their respective proportions of shareholding within the fifty percent (50%) shareholding allotted to 
the Hanil Individual Shareholders as a  

Page 5  

Valence   800,000 shares     4,000,000,000 Won     50% 
Hanil     800,000 shares     4,000,000,000 Won     50% 
___________________________________________________________ 
Total   1,600,000 shares     8,000,000,000 Won    100% 



group. Only if no other Hanil Individual Shareholders agrees to take up the shares of that Hanil Individual Shareholders will such shares be 
offered to Valence.  

5.5.4 If Valence is not able to take up its proportionate share of any additional issue of shares due to its failure to secure the Government 
Approval for such subscription, Valence shall be entitled to designate any person qualified acceptable to Hanil, such acceptance shall not 
unreasonably be withheld, in its place to take up the shares.  

6. GOVERNMENT APPROVAL  

6.1 After the execution of this Agreement, Hanil, with Valence's assistance as required, shall take all necessary steps to obtain the Government 
Approval required for the foreign investment by Valence pursuant to this Agreement, including without limitation any tax privileges available 
under the Foreign Capital Inducement Act of Korea. The parties shall cooperate fully with each other, including providing necessary 
information, and shall furnish satisfactory evidence of the obtaining of Government Approval. Valence shall have a right of access to all 
correspondence and discussions with the Korean authorities and the right to make representations or to be present when representations are 
made to such authorities.  

6.2 In the event that the Government Approval has not been obtained within ninety (90) days after the Effective Date, either party shall have 
the right and option, exercisable by notice in writing served upon the other party, to declare this Agreement, and the License and Support, and 
Laminate Supply Agreements, if executed, null and void and of no effect. In such event, each of the parties hereto shall thereupon be relieved 
from any and all obligations and commitments hereunder, and no party shall be liable to any other on any account whatsoever, expect that if 
Valence has received the license and support fee from Hanil Valence Co. and has not paid Hanil Valence Co. for the subscribed shares, 
Valence shall return the fee to Hanil Valence Co. The aforementioned period of ninety (90) days may be extended by mutual agreement in 
writing by the parties.  

6.3 If any of the provisions contained in this Agreement regarding the restructure of Hanil Valence Co. should not be approved by the 
appropriate authority, then the parties agree to make such amendments thereto as shall be acceptable to the said appropriate authority, without 
prejudice to their underlying purpose and intention for this Agreement, and are completely acceptable to each party.  

6.4 The expense directly relating to the obtaining of Government Approval on the investment of Valence shall be borne by Hanil Valence Co., 
while the expenses relating to the preparation, negotiation and execution of this Agreement and other agreements supplementary hereto shall be 
borne by each party which incurs such expenses. In the event Hanil fails to obtain the approval of the Korean Government, such expenses 
relating the Government Approval shall be born by Hanil.  

7. TRANSFER OF SHARES  

7.1 Without the written consent of the other party, neither party shall sell, assign, transfer or otherwise dispose its shares of Hanil Valence Co., 
except in the case of a Hanil Individual Shareholder to:  

 

or in case of Valence to an Affiliate of Valence. If Hanil or Valence is the party so disposing of such shares, then such disposal shall be 
contingent on that party's guarantee, to the other party, assuring  
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7.1.1  another Hanil Individual Shareholder; 
 
7.1.2  any direct-line descendant of such Hanil Individual Shareholder; or 
 
7.1.3  an Affiliate of such Hanil Individual Shareholder, 



that the Affiliate shall carry out all of that party's obligations under this Agreement, and written agreement from the Affiliate assuming such 
obligations.  

7.2 Any such a disposal permitted by section 7.1, other than by a party to an Affiliate, shall be processed strictly in accordance with Article 335 
to Article 335-5 of the Commercial Code of Korea.  

7.3 No party, or other Hanil Individual Shareholder, shall pledge, hypothecate or otherwise apply collateral, or for any other purpose, or in any 
other manner, encumber shares of Hanil Valence Co. such as could result in an involuntary transfer or assignment of such shares to third 
parties, unless consent to such pledge, hypothecation or other such application has been received in writing from the other party.  

7.4 Should a Hanil Individual Shareholder so dispose, or so encumber shares of Hanil Valence Co. as prohibited by this section 7, Hanil shall 
do everything in its power to correct the situation, and shall indemnify and hold harmless Hanil Valence Co. and Valence from any and all 
damages and other expenses that may arise from any action by the Hanil Individual Shareholder or any other party, resulting from such 
prohibited disposal or encumberance.  

8. MEETINGS AND RESOLUTIONS OF SHAREHOLDERS  

8.1 The Board shall decide the time and place for convening all meetings of the shareholders except where Korean law provides otherwise, and 
notice thereof shall be given as set forth in the Articles of Incorporation of the Hanil Valence Co.  

8.2 All actions and resolutions of the shareholders (except where a special resolution of the shareholders is required by Korean law) shall be 
adopted by the affirmative vote of a majority of the voting shares represented at a meeting where more than fifty percent (50%) of the issued 
and outstanding shares are represented. All Hanil shares, including all shares held by Hanil Individual Shareholders, and all Valence shares 
voting at the meeting, must be voted as a block by Hanil and Valence, respectively.  

8.3 The chairman of the Board shall serve as the chairman of the shareholder meetings. In the event the chairman of the Board cannot serve as 
chairman of a shareholder meeting, a director nominated by the Board shall serve as chairman of the shareholder meeting.  

8.4 The agenda of the annual general shareholder meeting shall include the following items:  

8.4.1 annual financial statements including the official report of the Statutory Auditor;  

 

statutory auditor; and  

8.4.5 declaration of dividends.  

9. BOARD OF DIRECTORS  

9.1 Valence and Hanil shall exercise their respective voting rights in Hanil Valence Co. and take such other steps as are necessary to ensure 
that:  

9.1.1 the Board of Hanil Valence Co. shall consist of six (6) members;  

9.1.2 Valence and Hanil shall have the right to designate the equal number of directors, and that initial three (3) directors designated by 
Valence shall be elected on the date of Valence's initial subscription to shares of Hanil Valence Co.;  
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8.4.2  removal and appointment of directors; 
 
8.4.3  appointment of the statutory auditor; 
 
8.4.4  remuneration and severance pay for the directors and 



9.1.3 the Board shall select a president / representative director of the Hanil Valence Co. and the parties shall cause the nomination and election 
of the president / representative director by the shareholders  

9.1.4 the president / representative director shall serve as president / representative director of Hanil Valence Co.  

9.1.5 the term of office of each director shall be two (2) years; and if (and only if) a party wishes to replace any of its nominated directors with 
or without cause, the other party will vote accordingly; provided, however, that if such dismissal is without cause, the party proposing the 
dismissal shall indemnify and hold harmless Hanil Valence Co., and the other party, for any and all damages and other expenses that may arise 
from such action.  

9.2 In case the position of a director of Hanil Valence Co. becomes vacant for any reason. Valence and Hanil agree to cause their shares to be 
voted to elect as a replacement a person nominated by the party who nominated the person whose office is vacant.  

9.3 The Board shall be responsible for the establishment of the business policy and the supervision of the management of Hanil Valence Co. in 
accordance with this Agreement, the Articles of Incorporation, and resolutions of the shareholders. The day-to-day business matters shall be 
carried out by the president / representative director, in accordance with the Articles of Incorporation, resolutions of the shareholders, 
resolutions of the Board, and any corporate regulations of Hanil Valence Co.  

9.4 Meetings of the Board may be called by the president / representative director whenever he or she deems necessary or at the request of any 
director. Notice of Board meetings shall be given as set forth in the Articles or Incorporation of Hanil Valence Co. The regular Board meeting 
shall be convened four (4) times per each fiscal year.  

9.5 All actions and resolutions taken at a meeting of the Board shall be adopted by a majority vote of all Directors present at the meeting, 
except that at least one (1) Board member appointed by each party must vote in favor of the action or resolution for it to be adopted. At least 
one (1) Board member appointed by each party shall be present to constitute a quorum for a Board meeting. The chairman shall not have the 
right to cast a tie-breaking vote.  

9.6 The president / representative director shall serve as the chairman of Board meetings, unless otherwise agreed by the parties.  

9.7 The following corporate actions shall not be taken unless authorized in advance by a resolution of the Board:  

9.7.1 convening and determining the agenda of any general meeting of shareholders;  

9.7.2 authorization of any documents and supplementary schedules thereto to be submitted to a meeting of shareholders;  

9.7.3 election and dismissal of president / representative director;  

9.7.4 establishing, relocating or closing of subsidiaries, branches, plants or any other facility of Hanil Valence Co.;  

9.7.5 adopting, amending or repealing any company major regulation;  

     9.7.6   issuance of new shares; 
 
     9.7.7   disposal of unsubscribed or odd shares; 
 
     9.7.8   transfer of shares; 
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costs in excess of one hundred thousand dollars (US$100,000.00), or the Won equivalent or in deviation of the annual budget;  

9.7.12 acquisition or sale of any assets with a value in excess of two hundred million won (Won 200,000,000) and in deviation of the annual 
budget;  

9.7.13 any of the following transactions in an amount in excess of five hundred million won (Won 500,000,000):  

9.7.13.1 borrowing funds;  

9.7.13.2 pledging, mortgaging or otherwise encumbering any assets (tangible or intangible) as security for loans or otherwise; and  

9.7.13.3 incurring any other commitment, contractual or otherwise, other than in the normal course of business;  

9.7.14 any making of loans;  

9.7.15 recommending to the shareholders any merger or sale of all, of substantially all, of the whole of the assets, undertaking, or business of 
Hanil Valence Co.  

9.7.16 recommending to the shareholders any sale of any major asset (tangible or intangible);  

9.7.17 recommending to the shareholders dissolution or liquidation of any business of Hanil Valence Co.;  

9.7.18 recommending to the shareholders any change in the business activities of Hanil Valence Co.;  

9.7.19 recommending to the shareholders any diversification of the existing business;  

9.7.20 recommending to the shareholders any changes to the Articles of Incorporation of Hanil Valence Co.;  

 

compensation of officers over the level of department chief "Bujang" in Korean), upon the recommendation of the president / representative 
director, including those who are responsible for:  

9.7.22.1 manufacturing, operations (i.e. Chief Operating Officer, Vice President of Manufacturing);  

9.7.22.2 finance (i.e. Chief Financial Officer);  

9.7.22.3 engineering, research and development (i.e. Chief Technical Officer, Vice President of Engineering, Vice President of Research and 
Development); and  

9.7.22.4 sales, marketing (i.e. Vice President of Marketing and Sales);  

9.7.23 approval of annual budget and business plans;  
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     9.7.9   issuance of debentures or convertible bonds; 
 
     9.7.10  issuance of bond with warranty; 
 
     9.7.11  acquisition of any license or other use of technology which 

9.7.21    acquisition of a company, or any portion, or shares in a 
company; 
 
9.7.22    selecting, hiring, discharging, and setting of 



9.7.24 any matters affecting this Agreement or other agreements executed by Hanil Valence Co. and its shareholders, including the Affiliates of 
such shareholder; and  

9.7.25 election of outside independent accounting firm.  

10. STATUTORY AUDITOR  

Hanil Valence Co. shall have one (1) statutory auditor, who shall be elected at a shareholders meeting and perform the duties as provided in the 
Articles of Incorporation and in accordance with the Korean Commercial Code. The term of office of the statutory auditor shall commence 
from the date of acceptance of office and expire at the close of the ordinary general meeting of shareholders convened with respect to the last 
fiscal year which ends on or before a date two (2) years from the date of acceptance of office.  

11. FISCAL YEAR AND ACCOUNTING RECORDS  

11.1 The fiscal year of Hanil Valence Co. shall commence on January 1 and end on December 31 of each year. Provided that the first fiscal 
year shall commence on the date of incorporation and end on December 31 of the same year.  

11.2 Hanil Valence Co. shall maintain accounting books, records and supporting documents in accordance with generally accepted accounting 
principles and practices in Korea. Hanil Valence Co. shall also provide its unaudited quarterly report of operation to each of its shareholders no 
later than thirty days (30) days after each calendar quarter. The unaudited quarterly report of operation to be delivered to Valence shall be 
prepared in conformity with the accounting principles and practices of Valence and United States Generally Accepted Accounting Principles 
("US-GAAP").  

11.3 Immediately upon the end of each fiscal year, Hanil Valence Co. shall submit to the shareholders the balance sheet and profit and loss 
statement prepared both in the Korean and English languages. Further, Hanil Valence Co. shall keep its accounting books and records at its 
head office for inspection by the shareholders or their representatives.  

11.4 Hanil Valence Co., at its own expense, shall be audited annually by an outside independent audit firm. Such firm shall provide the parties 
with a financial report in English and Korean languages, in accordance with generally accepted accounting principles of Korea and in 
conformity with the account principles and practices of Valence and US-GAAP.  

12. COMPENSATION OF DIRECTORS AND STATUTORY AUDITOR  

12.1 Unless mutually agreed otherwise, only directors of Hanil Valence Co., who are also employees of Hanil Valence Co. shall be 
compensated. The other Board members and the statutory auditor shall only be reimbursed for such travel and other expenses as are reasonably 
incurred in their attendance of Board meeting.  

12.2 Other than the president / representative director, directors who are also employees of Hanil Valence Co. may only serve as part-time 
employees. Should such a director / employee become a full-time employee, then that director shall immediately resign from the Board. The 
Board shall determine the compensation of any such part-time director / employees.  

12.3 Other than the president / representative director, director / employees only may serve in such a dual capacity during the first two (2) years 
from the Effective Date of this Agreement. At the end of two (2) years, any such director / employee shall either resign from the Board or shall 
terminate their employment with Hanil Valence Co.  
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13. INDEBTEDNESS AND ADDITIONAL CAPITALIZATION  

13.1 Without any additional consideration, Hanil shall provide thirty-two billion won (Won 32,000,000,000) in loan guarantees from Hanil to 
Hanil Valence Co.  

13.2 After Hanil Valence Co. has used all the loan guarantees provided by Hanil under section 13.1, the parties hereto agree that in the event 
any additional working capital is required by Hanil Valence Co., such working capital shall be met, either by the increase of paid-in capital, by 
direct shareholder loan or by providing bank guarantees for the favor of Hanil Valence Co., always subject to the mutual agreement of the 
parties and in proportion to their respective shareholding ratio.  

13.3 While the parties have no current expectation that they will do so, should the parties mutually agree that additional capitalization is 
required, the parties shall contribute equally to any such additional capitalization in order to maintain the equal ownership of Hanil Valence Co. 

14. VARIOUS UNDERTAKINGS  

14.1 Hanil Valence Co. shall have the right to make, have made, use and sell Batteries for Applications in the Territory.  

14.2 Hanil shall use its best efforts to procure suitable premises on terms and conditions acceptable to Hanil Valence Co. for the purpose of 
manufacturing the Batteries, however, the setting up of any manufacturing plants in Korea shall be at Hanil Valence Co.'s sole cost and 
expense.  

14.3 Hanil shall use its best endeavors to procure the relevant personnel required by Hanil Valence Co. in respect of the management, 
administration and operations of Hanil Valence Co. as well as the marketing of Hanil Valence Co.'s products.  

14.4 The parties acknowledge that other, potentially broader, business opportunities may arise in the future, and either party may raise such 
opportunities with the other party. In such an event, the parties may mutually agreed to alter this Agreement, if necessary, to pursue such 
opportunities.  

15. DIVIDEND POLICY  

15.1 The dividends of Hanil Valence Co. shall be such as shall be recommended by the Board, to the shareholders from time to time who shall 
act in the best interests of Hanil Valence Co. when making any recommendations therefore it being the intention of the parties to distribute 
profits by way of dividends subject to commercial necessity for reinvestment in Hanil Valence Co. and subject to such method of distribution 
being to the mutual advantage of the shareholders.  

15.2 Should the payment of dividends to Valence be restricted by the Korean Government in any way, Valence shall have the right to terminate 
this Agreement, as well as the License and Support Agreement and the Laminate Supply Agreement, if the amount restricted is equal to, or in 
excess of, the equivalent of [ ] and the amount has been restricted for at least six (6) months.  

16. PAYMENTS  

16.1 Any and all cash distributions or remittances of any kind, including, but not limited to dividends, damages for breach of this Agreement or 
other Transaction Documents, and distributions which may be made upon liquidation, dissolution, or reorganization, which may be payable to 
Valence by Hanil or Hanil Valence Co., shall be paid in United States Dollars, or other form elected by Valence, and remitted to such bank as 
may reasonably be designated by Valence.  
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16.2 If, for any reason, Government Approval cannot be obtained by Hanil or Hanil Valence Co., for any such payment, Hanil shall provide for 
such payment in a manner acceptable to Valence.  

17. TERM AND TERMINATION  

17.1 This Agreement shall continue in effect until terminated pursuant to the provisions of this Agreement or by mutual agreement of the 
parties.  

17.2 A party shall be deemed to have breached or defaulted if;  

17.2.1 any representation, warranty or statement by such party in any Transaction Document or in any document delivered under any of them is 
not complied with or is or proves to have been incorrect in any material respect when made; or  

17.2.2 such party does not perform or comply with any one or more of its material obligations under any Transaction Document and such party 
in breach shall fail to rectify that breach within sixty (60) days of written notice of breach being given to that party in the terms of this Section.  

17.3 In the event a party commits a material breach or default, as described above in Section 17.2, the other party hereto shall, without 
prejudice to any other rights and remedies such party may have, be entitled by notice in writing to the party in breach or default to terminate 
this Agreement forthwith as against such party and thereupon such defaulting party shall transfer, at no cost, all of its shares in Hanil Valence 
Co. to the other party and shall cause any directors appointed by such party to resign from office.  

17.4 Save as hereinafter provided, Hanil or Valence shall be entitled to forthwith terminate this Agreement if the License and Support 
Agreement, or Battery Laminate Supply Agreement, is terminated or ceases to be in full force and effect for any reason whatsoever and without 
prejudice to any other rights and remedies. If the License and Support Agreement, or Battery Laminate Supply Agreement, was terminated 
because of a breach or default by Hanil or Hanil Valence Co., then Hanil Valence Co. shall immediately be liquidated and any surplus proceeds 
distributed to the shareholders. If, however, the License and Support Agreement, or Battery Laminate Supply Agreement, was terminated 
because of a breach or default of Valence, then Valence shall transfer, at no cost, all of its shares in Hanil Valence Co. to Hanil and shall cause 
any directors appointed by Valence to resign from office.  

17.5 In the event that a party becomes insolvent, dissolves, or other wise ceases to exist, this Agreement shall immediately terminate. Further, 
in such an event, Hanil Valence Co. shall be immediately and automatically liquidated and dissolved, with its surplus assets (if any) upon such 
liquidation distributed to the shareholders.  

17.6 The termination of this Agreement from any cause shall not release any party hereto from any liability which at the time of termination 
has already accrued to any party hereto, or which thereafter may accrue in respect of any act or omission prior to such termination.  

17.7 In the event of any termination of this Agreement, regardless of cause or breach by either party, the License and Support Agreement and 
Battery Laminate Supply Agreement shall immediately be terminated.  

17.8 If Hanil does not receive all necessary approvals from the Korean government within ninety (90) days of the Effective Date of this 
Agreement, then this Agreement, the License and Support Agreement and Laminate Supply Agreement shall immediately be terminated.  

17.9 In the event that this Agreement is terminated, for any reason, and Hanil Valence Co. survives, according to the terms of this Agreement, 
then the party who retains ownership shall immediate change the name of Hanil Valence Co. to remove the other party's name from the joint  
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venture company's name (i.e. if Hanil retained ownership, it would remove "Valence" from "Hanil Valence Co., Ltd.).  

18. GOOD FAITH AND RELATIONSHIP BETWEEN PARTIES  

18.1 In entering into this Agreement the parties hereto recognize that it is impracticable to make provisions for every contingency that may 
arise in the course of the performance thereof. If by reason of any unforeseen occurrence or development the operation of this Agreement is 
likely to cause any inequitable hardship to any of the parties hereto, the parties hereto shall negotiate immediately in good faith as to what 
manner the terms and conditions of this Agreement may be modified in order to provide an equitable solution in so far as such is possible 
within the spirit of this Agreement for such unforeseen occurrence or development.  

18.2 The parties hereto hereby agree and declare that they will execute and do all such acts and things as are necessary and within their power 
and authority for the time being to carry into effect and/or to comply with the provisions of this Agreement, including voting by Board 
members and the voting of shares.  

18.3 Nothing in this Agreement shall be construed to imply the existence of a partnership between the parties hereto other than as shareholders 
in Hanil Valence Co. in accordance with the terms of this Agreement. Valence and Hanil each represent and warrant to the other that they have 
entered into no contracts, nor are subject to any obligations, which prevent them from entering into and performing this Agreement. It is 
understood and agreed that Valence and Hanil are, and at all times shall remain, independent contractors. At no time shall either Party represent 
to any third party that it is the agent of the other for any reason whatsoever. Valence and Hanil further covenant that no authorization shall be 
given to any employee to act for the other Party to this Agreement. In no event shall either Party at any time have authority to make any 
contracts or commitments on behalf of or as an agent of the other or otherwise make use of its relationship with the other, without the other's 
express consent in each instance.  

19. LIMITATION OF LIABILITY  

In no event shall either party be liable for any indirect, special, incidental or consequential damages resulting from its performance or failure to 
perform under this Agreement, whether due to a breach of contract, breach of warranty, or such party's negligence.  

20. CONFIDENTIALITY AND PUBLIC DISCLOSURE  

20.1 "Confidential Information" shall mean that information of either party which is disclosed to the other party or Hanil Valence Co. 
("Recipient") by reason of the parties' relationship under the Joint Venture Agreement, either directly or indirectly in any written or recorded 
form, orally, or by drawings or inspection of parts or equipment, and, either in writing and marked as confidential or proprietary, or if oral, 
reduced to writing similarly marked within thirty (30) days of disclosure.  

20.2 Recipient shall receive and use the Confidential Information only for performance of Recipient's obligations under the Joint Venture 
Agreement, and will not use Confidential Information for any other purpose, and shall not disclose such Confidential Information to any person 
or persons who do not need to have knowledge of such Confidential Information in the course of their employment.  

20.3 It is expressly understood that Recipient shall not be liable for disclosure of any Confidential Information if the same was in the public 
domain at the time it was disclosed; was known to Recipient at the time of disclosure; is disclosed with the prior written approval of the other 
party hereto; is disclosed after five (5) years from the termination of the Joint Venture Agreement; was independently developed by Recipient; 
or becomes known to Recipient, on a non-confidential  
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basis, from a source other than the other party hereto, without breach of the Joint Venture Agreement or this letter by Recipient.  

20.4 Each party hereto shall not, except as authorized by the Board, or required by any applicable law or regulation of Korea, the Cayman 
Islands, the Netherlands or the United States of America, reveal to any person, firm or company any of the trade secrets, secret or confidential 
operations, processes or dealings or confidential information of Hanil Valence Co. or any information concerning the organization, business, 
finances, transitions or affairs of Hanil Valence Co. which may come to his knowledge under the Joint Venture Agreement and shall keep with 
complete secrecy all trade secrets and other confidential information entrusted to it and shall not use or attempt to use any such information in 
any manner which may injure or cause loss either directly or indirectly to Hanil Valence Co. or its business or may be likely to do so.  

20.5 Valence and Hanil agree that the terms and conditions of the Joint Venture Agreement and this letter shall not be disclosed to any other 
party without the prior written consent of the other, which consent should not be unreasonably withheld. Neither Valence nor Hanil shall 
publish or use any advertising, sales promotion, press release or publicity matters relating to the Joint Venture Agreement or this letter, without 
the prior written approval of the other, which approval shall not be unreasonably withheld. Notwithstanding the foregoing, either party may 
make such disclosures and press releases as are necessary to meet its disclosure and regulatory requirements under the laws, regulation and 
rules of Korea, the Cayman Islands, the Netherlands or the United States of America.  

20.6 Hanil Valence Co shall place all its employees and contractors under appropriate confidential and intellectual property rights agreements 
prior to such persons receiving any confidential information or doing any work for Hanil Valence Co.  

21. TRADEMARKS AND ADVERTISING, AND SAFETY  

21.1 Hanil Valence Co. shall market and sell the Batteries for the Applications under names, trade marks, trade names, designs, logos and get-
up and all other trademark rights relating to the marketing and sale of the Batteries for the Applications shall belong to and be the absolute 
property of the joint venture company.  

21.2 Valence may require Batteries to be marked with the Valence logo and name in a reasonable size so as to be noticed by a consumer of 
such Batteries. Any promotional material produced by Hanil Valence Co. that specifically references any Battery performance specifications or 
promotes the additional value of such Batteries, shall also include a reference to Valence and an appropriate promotional copy supplied by 
Valence, upon Valence's request. Valence must approve any specifications prior to publication or distribution outside Hanil Valence Co. or 
Valence.  

21.3 Because Valence's logo and/or name will be on the Batteries, Valence shall have right to stop manufacturing, sales and/or distribution of 
Batteries, if, in Valence's sole judgement, there is any safety defect. Additionally, Valence shall have the right to cause the joint venture 
company to conduct a recall of Batteries, if such a defect is discovered in Batteries already distributed outside the joint venture company. Hanil 
Valence Co. shall install and maintain a lot tracking system adequate to allow an effective and timely recall. Further, Valence shall review 
design and quality of products to assure such products meet Valence's design and quality standards.  

21.4 Each party recognizes the right, title, and interest of the other party and its affiliates in and to all service marks, trademarks, and trade 
names used by the other and agrees not to use any of the other party's service marks, trademarks, and trade names without the other party's 
express written permission.  

22. INTELLECTUAL PROPERTY CROSS-LICENSE  

22.1 Valence and Hanil shall grant Hanil Valence Co. a non-exclusive, world-wide, royalty-free, non-transferable, non-sublicensable, personal 
license to all intellectual property created by  
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Valence or Hanil during the term of the exclusive license that directly relates to Joint Venture Markets, specifically not including intellectual 
property related to the composition or manufacturing of Laminates.  

22.2 Hanil Valence Co. shall grant Valence, and its Affiliates, a non-exclusive, world-wide, royalty-free, non-transferable, non-sublicensable, 
personal license to all intellectual property created by the joint venture during the term of the exclusive license that directly relates to the 
composition or manufacturing of Batteries or Laminates, or relates to charging or other control circuitry suitable for Batteries. Notwithstanding 
the forgoing, such license shall be assignable incident to the transfer of all or substantially all of its, or an Affiliate's, business.  

23. DISPUTE RESOLUTION  

23.1 Each party agrees that any dispute between the parties, the Board, or shareholders relating to this Agreement will first be submitted in 
writing to a panel consisting of the Chairman of Hanil Cement Mfg. Co., Ltd. and the Chairman of Valence Technology, Inc., who will 
promptly meet and confer in an effort to resolve such dispute. Any decisions of the Chairmen, that are jointly agreed to in writing, will be final 
and binding on the parties. In the event the Chairmen are unable to resolve any dispute within thirty (30) days after submission to them, either 
party may then refer such dispute to a mediation in accordance with the immediately succeeding paragraph.  

23.2 If the parties are unable to settle any dispute arising out of this Agreement in accordance with the immediately preceding paragraph, then 
the dispute shall be submitted to a mutually-acceptable neutral advisor for mediation, fact-finding or other form of Alternate Dispute 
Resolution (ADR) selected by the parties. Neither party may unreasonably withhold acceptance of such an advisor, and his or her selection 
must be made within forty-five  
(45) days after written notice by one party demanding the use of ADR. The cost of such mediation or other ADR procedure shall be shared 
equally by the parties.  

23.3 Any dispute which is not so resolved between the parties within three  
(3) months of the date of the initial demand by either party for mediation or another ADR procedure may then be submitted to the courts for 
resolution. The use of any ADR procedures will not be construed under the doctrines of laches, waiver or estoppel to affect adversely the rights 
of either party. Nothing in this section will prevent either party from resorting to judicial proceedings if:  

23.3.1 good faith efforts to resolve the dispute under these procedures have been unsuccessful; or  

23.3.2 interim relief from a court is necessary to prevent serious and irreparable injury to one party or to the other.  

24. GENERAL  

24.1 Neither party may assign its rights or obligations under this Agreement without the prior consent of the other, and any purported 
assignment without such consent shall have no force or effect, except that a party may assign this Agreement incident to the transfer of all or 
substantially all of its business. Subject to the foregoing, this Agreement shall bind and inure to the benefit of the respective parties hereto and 
their successors and assigns.  

24.2 No failure or delay by either party to enforce or take advantage of any provision or right under this Agreement shall constitute a 
subsequent waiver of that provision or right, nor shall it be deemed to be a waiver of any of the other terms and conditions of this Agreement.  

24.3 Neither party to this Agreement shall be liable for its failure to perform any of its obligations hereunder during any period in which such 
performance is prevented by any cause beyond its reasonable control. In the event of any such delay the date of delivery or performance 
hereunder shall be extended by a period equal to the time lost by reason of such delay.  

Page 15  



24.4 The validity, performance and construction of this Agreement shall be governed by the laws of the State of New York, United States 
(excluding its conflict of laws provisions). Notwithstanding the foregoing, the structure, operation and management of Hanil Valence Co. shall 
be governed by the substantive laws of Korea.  

24.5 Each party hereto shall bear its own costs and expenses in respect of the preparation, negotiation, finalize and execution of this Agreement 
and the other agreements or documents contemplated herein.  

24.6 Each party shall comply with all applicable laws in performing under this Agreement.  

24.7 All notices or communications to be given under this Agreement shall be in writing and shall be deemed delivered upon hand delivery, 
upon acknowledged telex or facsimile communication, or seven (7) days after deposit in the mail, postage prepaid, by certified, registered or 
first class mail, addressed to the parties at their addresses set forth above.  

24.8 In the event that any provision of this Agreement is prohibited by any law governing its construction, performance or enforcement, such 
provision shall be ineffective to the extent of such prohibition without invalidating thereby any of the remaining provisions of the Agreement.  

24.9 The terms and conditions of this Agreement may not be superseded, modified, or amended except in writing which states that it is such a 
modification, and is signed by an authorized representative of each party hereto. This Agreement shall not be modified, supplemented, 
qualified, or interpreted by any trade usage or prior course of dealing not made a part of the order by its express terms.  

24.10 Section titles used herein are for reference only and shall not be for purposes of interpretation.  

24.11 This Agreement may be executed in several counterparts, each of which shall be deemed an original and all of which shall constitute one 
and the same instrument.  
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24.12 This Agreement, including exhibits, and the other Transaction Documents, constitutes the entire Agreement between the parties as to the 
subject matter hereof, and supersedes and replaces all prior or contemporaneous agreements, written or oral, regarding such subject matter, and 
shall take precedence over any additional or conflicting terms which may be contained in either party's purchase orders or order 
acknowledgment forms. In the event of any conflict between the provisions of this Agreement and the Articles of Incorporation of Hanil 
Valence Co., the provisions of this Agreement shall prevail over the Articles of Incorporation.  
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ACCEPTED AND AGREED: 
 
VALENCE TECHNOLOGY B.V.                    HANIL TELECOM CO., LTD. 
 
By:                                       By: 
   -----------------------------------        --------------------------------- 
signature of authorized representative    signature of authorized representative 
 
Melvern Slates 
- --------------------------------------    ------------------------------------- 
printed name                              printed name 
 
Managing Director 
- --------------------------------------    ------------------------------------- 
title                                     title 
 
- --------------------------------------    ------------------------------------- 
date                                      date 
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Hanil Shares Ownership Exhibit  

The amount, price and percentage of Hanil's first, and second, subscriptions shall be as follows:  

Shares Cost in Won Percentage  

[  
 
]  

Totals 400,000 2,000,000,000 100.00  
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CONFIDENTIAL TREATMENT REQUESTED  
UNDER 17 C.F.R. SECTIONS 200.80(b)(4),  

200.83 and 240.24b-2  

LICENSE AND SUPPORT AGREEMENT  

between  

HANIL VALENCE CO., LTD.  

and  

VALENCE TECHNOLOGY B.V.  

on  

_____________, 1996  



THIS AGREEMENT, entered into as of ___________, 1996 ("Effective Date") by and between Valence Technology B.V. with offices at 
Hirsch Gebouw, Leidseplein 29, 1017 PS Amsterdam, The Netherlands ("Valence") and Hanil Valence Co., Ltd., with offices at YoJin Tower, 
713-6, PungDukChun-Ri, SuJi-Eup, YongIn-Si, KyongGi-Do, Korea ("Hanil Valence Co.").  

WHEREAS, Valence has the knowledge, expertise and technology to design, develop, manufacture and sell solid polymer electrolyte batteries, 
and Valence owns or has rights to certain patents, trademarks, know-how, technology and other intellectual property related to the design, 
manufacture, and sell such batteries, and the laminates that are used in such batteries;  

WHEREAS, Hanil Valence Co. desires to enter the business of designing, manufacturing, marketing, selling, repairing, installing, maintaining, 
exploiting, applying, distributing and dealing in products that use such batteries;  

WHEREAS, Hanil Valence Co., initially having no technology or know-how of its own on solid polymer electrolyte battery technology, 
desires to license from Valence the certain technology and know-how, and obtain from Valence certain support.  

NOW, THEREFORE, In consideration of the mutual covenants and promises herein set forth, Joint Venture Hanil Valence Co. and Valence 
agree as follows:  

1. DEFINITIONS  

1.1 AFFILIATED COMPANIES shall mean all subsidiaries, parent companies, and subsidiaries of parent companies, where the party or parent 
owns at least fifty percent (50%) of the subsidiary, or where the party's parent owns at least fifty percent (50%) of the party.  

1.2 APPLICATIONS shall mean any application into which the Batteries may be incorporated, except for those applications for which Valence 
has already granted an exclusive license to another party, such as automotive, traction and utility load leveling markets licensed to General 
Motors, and personalized lighting systems and uninterruptable power supplies licensed to Goldtron Ltd.  

1.3 BATTERIES shall mean the advanced rechargeable solid polymer electrolyte batteries manufactured by Hanil Valence Co. utilizing 
Laminate based on the solid polymer electrolyte technology owned by Valence.  

1.4 GOVERNMENT APPROVAL shall mean of this Agreement, and other Transaction Documents, and the parties performance under the 
Agreement and other Transaction Documents ("Agreements and Performance"), such approval of or confirmation or consent to the Agreements 
and Performance together with such license, permits, or other permissions reasonably required for the Agreements and Performance, all as the 
statutes, decrees, regulations, and rules of governmental authority within Korea (collectively "Legal Authority"), may require to be obtain in 
connection with the Agreements and Performance from such Legal Authority or from political subdivisions thereof. Wherever "Government 
Approval" is used herein, it shall be interpreted and construed to include the requirement that such approval be in form and substance 
acceptable to the parties hereto.  

1.5 INTELLECTUAL PROPERTY RIGHTS shall mean all copyright, patent rights, trademark rights and all common law rights connected 
therewith and all other intellectual property rights, and shall include rights to new inventions, discoveries, works of authorship and 
improvements made during the term of this agreement. Improvement shall mean any modification and/or innovation of Batteries for 
Applications developed by a party during the term of this Agreement, which is related to, or is useful in the commercial production of Batteries 
for Applications.  

1.6 LAMINATES shall mean cathode, separator and anode laminates, or films, of the Battery, produced exclusively by Valence.  
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1.7 SUBSIDIARY shall mean a subsidiary, where the party owns at least fifty percent (50%) of the subsidiary.  

1.8 TERRITORY shall mean Korea.  

1.9 TRANSACTION DOCUMENTS shall mean this Agreement, the Battery Laminate Supply Agreement and any other document 
contemplated in this Agreement or entered into by the parties or between each party and Hanil Telecom Co., Ltd., including the Joint Venture 
Agreement, in connection with this Agreement.  

 

non-transferable, non-sublicensable license to all of Valence's Intellectual Property Rights and know-how necessary to design, manufacture, 
use, sell, and distribute Batteries, using Laminate supplied exclusively by Valence [ ] for use in Applications in the Territory. This license shall 
be exclusive in the Territory.  

2.2 Valence hereby grants to Hanil Valence Co. the right to manufacture, assemble, fabricate and package Batteries, using Valence supplied 
Laminate, for Applications of Valence as a sub-contractor of Valence, upon terms and conditions to be agreed between Hanil Valence Co. and 
Valence.  

2.3 Hanil Valence Co. hereby grants to Valence, and its Affiliated Companies, a non-exclusive, personal non-transferable, non-sublicensable 
license to all of Hanil Valence Co.'s Intellectual Property Rights in respect of Batteries and associated technologies such as chargers and 
control circuits, except to design, manufacture, use, sell, and distribute Batteries for use in Applications in the Territory. Notwithstanding the 
forgoing, such license shall be assignable incident to the transfer of all or substantially all of Valence's, or its Affiliated Companies', business.  

2.4 Patents arising out of inventions made jointly by employees of Valence and Hanil Valence Co. shall be jointly owned by the parties. The 
parties shall mutually agree as to which party shall file any resulting patent applications. The cost for such applications shall be equally shared.  

2.5 Valence hereby grants to Hanil Valence Co. a non-exclusive, personal, non-transferable, non-sublicensable license to Valence's Trademarks 
necessary to market, sell, and distribute Batteries for use in Applications, in the Territory. Hanil Valence Co.'s use of the Valence trademarks 
shall inure to the benefit of Valence, and Hanil Valence Co. shall not register nor attempt to register such trademarks in its own name. Other 
than the rights granted herein, each party recognizes the right, title, and interest of the other party and its affiliates in and to all service marks, 
trademarks, and trade names used by the other and agrees not to use any of the other party's service marks, trademarks, and trade names 
without the other party's express written permission, other than provided herein. Any promotional material produced by Hanil Valence Co. that 
specifically references any Battery performance specifications or promotes the additional value of such Batteries, shall also include a reference 
to Valence and an appropriate promotional copy supplied by Valence. Valence must approve any specifications prior to publication or 
distribution.  

2.6 Hanil Valence Co. shall mark all its Batteries with the Valence logo and/or name under the license provided above. Because Valence's logo 
and/or name will be on the Batteries, Valence shall have right to stop manufacturing, sales and/or distribution of Batteries, if, in Valence's sole 
judgement, there is any safety defect. Additionally, Valence shall have the right to cause Hanil Valence Co. to conduct a recall of Batteries, if 
such a defect is discovered in Batteries already distributed outside Hanil Valence Co. Further, Valence shall review design and quality of 
products  
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1.10  US$ shall mean the lawful currency of the United States of America. 
 
1.11  WON shall mean the lawful currency of Korea. 
 
2.    LICENSES 
 
2.1   Valence hereby grants to Hanil Valence Co. a personal, 
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to assure such products meet Valence design and quality standards. Hanil Valence Co. shall provide representative samples of Batteries prior to 
their first sale, and upon incorporation of any material change.  

2.7 Hanil Valence Co. shall market and sell the Batteries for the Applications under names, trade marks, trade names, designs, logos and get-up 
and all other trademark rights relating to the marketing and sale of the Batteries for the Applications. Such Hanil Valence Co. created 
trademarks, except for any marks derived from, identical with or similar to Valence's trademarks or trade name, shall belong to and be the 
absolute property of Hanil Valence Co.  

2.8 Hanil Valence Co. shall pay Valence license and support fees of:  

2.8.1[ ] and  

2.8.2[ ], or sooner as mutually agreed by the parties.  

2.9 However, should a tax exemption not be available for these license and support fees, and Valence incurs a withholding tax, Hanil Valence 
Co. shall increase the fee amounts such that Valence has the above amounts after the payment of the withholding taxes.  

2.10 The parties acknowledge that other, potentially broader, business opportunities may arise in the future, and either party may raise such 
opportunities with the other party. In such an event, the parties may mutually agreed to alter this Agreement, if necessary, to pursue such 
opportunities.  

3. EXCLUSIVE USE OF VALENCE SUPPLIED LAMINATE  

3.1 Hanil Valence Co. shall only design, manufacture, use, sell, and distribute Batteries, using Laminate supplied by Valence,[  

]  

3.2 Hanil Valence Co. hereby covenants and warrants that it will not design, develop, manufacture Laminate or any replacement or substitute 
for Laminate. Hanil Valence Co. further warrants that it will not decompose or reverse engineer Laminate. These requirements are subject to 
change by mutual agreement of the parties.  

4. VALENCE PERSONNEL SUPPORT  

4.1 During the term of this Agreement, Valence shall supply such Valence personnel as necessary to support Hanil Valence Co., without any 
additional charge to Hanil Valence Co.  

4.2 Valence may fulfill this obligation by providing a variety of qualified Valence engineers, depending on the needs of Hanil Valence Co., and 
their availability from Valence. Hanil Valence shall establish, within a reasonable amount of time, a complete battery design and test 
laboratory. Hanil Valence Co. may, if it so desires, direct these Valence engineers to assist Hanil Valence Co. in setting up the complete battery 
design and test laboratory.  

4.3 Valence employees at Hanil Valence Co., shall at all times remain employees of Valence. Hanil Valence Co. shall not be liable for any 
expenses of such visiting Valence employees.  
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CONFIDENTIAL TREATMENT REQUESTED  

5. INITIAL APPLICATIONS DESIGNS AND PROTOTYPES  

5.1 Valence shall provide design services for [ ] Additionally, Hanil Valence Co. shall be entitled to [  

] without any additional charge to Hanil Valence Co.  

5.2 Following [ ] Hanil Valence Co. shall be responsible for its own Battery designs.  

5.3 Valence may provide Hanil Valence Co. [ ] at mutually agreeable costs, terms and scheduling.  

6. TRAINING  

6.1 Valence will provide to Hanil Valence Co. the formal training program described in the Formal Training Program Exhibit, attached, 
without any additional charge to Hanil Valence Co.  

6.2 In addition to the formal training program, Hanil Valence Co. may send a reasonable number of its employees to Valence in Mallusk, 
Northern Ireland, to observe and learn what information is needed to design and manufacture Batteries.  

6.3 Hanil Valence Co. employees at Valence, shall at all times remain employees of Hanil Valence Co. Valence shall not be liable for any 
expenses of such visiting Hanil Valence Co. employees.  

7. MANUFACTURING EQUIPMENT  

7.1 Valence grants, without any additional charge, Hanil Valence Co. the rights to use battery manufacturing equipment designed by or for 
Valence, and manufactured by Valence or its authorized equipment suppliers. These rights include the rights to the designs of the battery 
manufacturing equipment designed by or for Valence listed in the Manufacturing Equipment Exhibit.  

7.2 Valence shall use its best efforts to either sell, upon terms and conditions acceptable to Valence and Hanil Valence Co., or assist Hanil 
Valence Co. in procuring from Valence's equipment vendors, Battery manufacturing equipment. However, Hanil Valence Co. may also 
purchase Battery manufacturing equipment from vendors other than Valence or its vendors.  

7.3 Valence will specify the first manufacturing line for Hanil Valence Co. Additionally, Valence shall assist in the start up of that line and 
offer assistance until Hanil Valence Co. has sufficient technical support to do so by itself. Hanil Valence Co. shall use its reasonable efforts to 
become self sufficient . Valence shall provide Hanil Valence Co. with the documents listed in the Documentation Exhibit, attached hereto, 
subject to the availability of such documents.  

8. COVENANTS AND WARRANTIES  

8.1 The parties each covenants to the other that it shall fully comply with any legislative and regulatory requirements (including any 
regulations, statutory or otherwise, relating to environmental controls) directly or indirectly applicable to the performance of its obligations 
hereunder. Because the rights licensed under this Agreement are in part based on some technology of United States origin, Hanil Valence Co. 
shall comply with all current and future United States export regulations, including export embargoes and export licensing provisions. Valence 
shall use its best efforts to notify Hanil Valence Co. of such regulations, and any changes thereto.  

8.2 Valence warrants to Hanil Valence Co. that it is the legal and beneficial owner or licensee of the technology, intellectual property rights, 
knowledge and expertise granted to Hanil Valence Co. pursuant to this Agreement and has the power and capacity to enter into this Agreement. 
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8.3 Each party ("Indemnitor") shall, at its own expense, defend any suit that is instituted against the other ("Indemnitee") to the extent such suit 
alleges that any goods, information, designs, or any part, of Indemnitee, thereof sold hereunder infringe any patent, trademark, copyright, or 
trade secret. Indemnitor shall not be liable to Indemnitee if such alleged infringement arises from any modification or addition made by anyone 
other than the Indemnitor, or the use as a part of or in combination with any other devices or parts or from the use to practice any method or 
process, if there would have been no infringement but for such acts. Indemnitee shall give the Indemnitor immediate notice in writing of any 
such suit and permits the Indemnitor, through counsel of its choice, to answer the charge of infringement and defend such suit. Indemnitee shall 
give the Indemnitor all the needed information, assistance and authority, at the Indemnitor's expense, to enable the Indemnitor to defend or 
settle such suit. In the case of a final award of damages in any suit the Indemnitor, shall pay such award, but shall not be responsible for any 
settlement made without its prior written consent. In the event the use, lease or sale of the goods is enjoined, the Indemnitor may at its own 
option and expense (i) procure for the Indemnitee the right to use, lease or sell such goods, (ii) replace such goods, (iii) modify such goods, or 
(iv) remove such goods and refund the aggregate payments made by the Indemnitee, less a reasonable sum for use, damage and obsolescence. 
THIS ABOVE STATES THE INDEMNITOR'S TOTAL RESPONSIBILITY AND LIABILITY, AND THE INDEMNITEE'S SOLE 
REMEDY, FOR ANY ACTUAL OR ALLEGED INFRINGEMENT OF ANY INTELLECTUAL PROPERTY RIGHT BY ANY GOODS 
DELIVERED HEREUNDER OR ANY PART THEREOF. THIS SECTION IS IN LIEU OF AND REPLACES ANY OTHER EXPRESS, 
IMPLIED OR STATUTORY WARRANTY AGAINST INFRINGEMENT.  

8.4 The above indemnity obligation with regard intellectual property rights is the sole and only indemnity obligation owed by each party to the 
other party under this Agreement.  

9. TERM AND TERMINATION  

9.1 This Agreement shall continue in effect until terminated pursuant to the provisions of this Agreement or by mutual agreement of the parties. 

9.2 A party shall be deemed to have breached or defaulted if:  

 

9.3 In the event a party commits a breach or default, as described above in  
Section 2.1, the other party hereto shall, without prejudice to any other rights and remedies such party may have, be entitled by notice in 
writing to the party in breach or default to terminate this Agreement forthwith as against such party.  
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 9.2.1  any representation, warranty or statement by such party in this 
        Agreement or in any document delivered under this Agreement is not 
        complied with or is or proves to have been incorrect in any 
        material respect when made; 
 
9.2.2  such party does not perform or comply with any one or more of its 
       material obligations under the Agreement and such party in breach 
       shall fail to rectify that breach within sixty (60) days of 
       written notice of breach being given to that party in the terms of 
       this Section; or 
 
9.2.4  a winding up or bankruptcy petition is presented, an order is made, 
       an effective resolution passed or legislation enacted for the 
       winding-up other than for the purpose of reconstruction or 
       amalgamation of such party or if a receiver and/or manager is 
       appointed of the undertaking or part thereof of such party; or 
 
9.2.5  such party is unable to pay its debts as they fall due or stops 
       payment of its debts generally or commences negotiations with its 
       creditors with a view to readjustment or rescheduling of its debts 
       or compounds or enters into any arrangement with or makes any 
       assignment for the benefit of its creditors generally or attempts 
       to do any of the foregoing (except as part of or pursuant to a 
       scheme for reconstruction or amalgamation); 



9.4 In the event of a termination of this Agreement because of the breach or default of a party, all licenses granted to the other party, and its 
Affiliated Companies, under this Agreement shall terminate.  

9.5 The provisions of this Agreement with regard to confidential information and intellectual property rights indemnity shall survive the 
termination of this Agreement.  

9.6 If Hanil Valence Co. does not receive all necessary Government Approvals, including approvals on this Agreement, the Battery Laminate 
Supply Agreement, the Joint Venture Agreement, and any tax privileges available under the Foreign Capital Inducement Act of Korea, in from 
the Korean government within ninety (90) days of the Effective Date of this Agreement, then this Agreement shall immediately be terminated.  

9.7 In the event of any termination of the Battery Laminate Supply Agreement between the parties or the Joint Venture Agreement between 
Valence and Hanil Telecom Co., Ltd., for any reason, then this Agreement shall immediately terminate.  

10. TAXES  

10.1 Each party hereto shall be responsible for its own taxes, whether present or future including income tax payable in respect of any sum 
received by it, levies, goods and services tax, value added tax, impost, deductions or withholding imposed, assessed or collected by any 
political subdivision or taxing authority of any country in respect of this Agreement, any transaction or any documents contemplated herein. In 
no circumstances shall either party be obliged to gross up the amount of any payment which it is otherwise obliged to make pursuant to this 
Agreement so as to ensure that the net amount received by the recipient equals that amount which the recipient would have been entitled to 
receive in the absence of any applicable withholding tax. However, Hanil Valence Co. shall be liable for any value added tax incurred by 
Valence's delivery of any goods or services to Hanil Valence Co.  

11. CONFIDENTIALITY AND PUBLIC DISCLOSURE  

11.1 "Confidential Information" shall mean that information of either party which is disclosed to the other party ("Recipient") by reason of the 
parties' relationship hereunder, either directly or indirectly in any written or recorded form, orally, or by drawings or inspection of parts or 
equipment, and, either in writing and marked as confidential or proprietary, or if oral, reduced to writing similarly marked within thirty (30) 
days of disclosure.  

11.2 Recipient shall receive and use the Confidential Information only for performance of Recipient's obligations hereunder, and will not use 
Confidential Information for any other purpose, and shall not disclose such Confidential Information to any person or persons who do not need 
to have knowledge of such Confidential Information in the course of their employment. Recipient further agrees that except as authorized by 
the Export Administration Regulations of the U. S. Department of Commerce it will not transmit, directly or indirectly, any "technical data" 
acquired from the other party hereto to any "Q, S, W, Y or Z" country as those terms are defined in the Regulations.  

11.3 It is expressly understood that Recipient shall not be liable for disclosure of any Confidential Information if the same:  
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11.3.1    was in the public domain at the time it was disclosed; 
11.3.2    was known to Recipient at the time of disclosure; 
11.3.3    is disclosed with the prior written approval of the other party 
          hereto; 
11.3.4    is disclosed after five (5) years from the termination of 
          this Agreement; 



 

11.4 Each party hereto shall not, except for Hanil Valence Co., except as authorized by the Board of Directors of Hanil Valence Co., or except 
for either party, as required by any applicable law or regulation of Korea, the Cayman Islands, the Netherlands or the United States of America, 
reveal to any person, firm or company any of the trade secrets, secret or confidential operations, processes or dealings or confidential 
information of Hanil Valence Co. or any information concerning the organization, business, finances, transitions or affairs of Hanil Valence 
Co. which may come to his knowledge hereunder and shall keep with complete secrecy all trade secrets and other confidential information 
entrusted to him and shall not use or attempt to use any such information in any manner which may injure or cause loss either directly or 
indirectly to Hanil Valence Co. or its Business or may be likely to do so.  

11.5 Valence and Hanil Valence Co. agree that the terms and conditions of this Agreement shall not be disclosed to any other party without the 
prior written consent of the other, which consent should not be unreasonably withheld. Neither Valence nor Hanil Valence Co. shall publish or 
use any advertising, sales promotion, press release or publicity matters relating to this Agreement, without the prior written approval of the 
other, which approval shall not be unreasonably withheld. Notwithstanding the forgoing, either party may make such disclosures and press 
releases as are necessary to meet its disclosure requirements under the laws, regulation and rules of Korea, the Cayman Islands, the Netherlands 
or the United States of America.  

11.6 Hanil Valence Co shall place all its employees and contractors under appropriate confidential and intellectual property rights agreements 
prior to such persons receiving any confidential information or doing any work for Hanil Valence Co.  

12. GOOD FAITH AND RELATIONSHIP BETWEEN PARTIES  

12.1 In entering into this Agreement the parties hereto recognize that it is impracticable to make provisions for every contingency that may 
arise in the course of the performance thereof. If by reason of any unforeseen occurrence or development the operation of this Agreement is 
likely to cause any inequitable hardship to any of the parties hereto, the parties hereto shall negotiate immediately in good faith as to what 
manner the terms and conditions of this Agreement may be modified in order to provide an equitable solution in so far as such is possible 
within the spirit of this Agreement for such unforeseen occurrence or development.  

12.2 The parties hereto hereby agree and declare that they will execute and do all such acts and things as are necessary and within their power 
and authority for the time being to carry into effect and/or to comply with the provisions of this Agreement.  

12.3 Nothing in this Agreement shall be construed to imply the existence of a partnership between the parties hereto. Valence and Hanil 
Valence Co. each represent and warrant to the other that they have entered into no contracts, nor are subject to any obligations, which prevent 
them from entering into and performing this Agreement. It is understood and agreed that Valence and Hanil Valence Co. are, and at all times 
shall remain, independent contractors. At no time shall either Party represent to any third party that it is the agent of the other for any reason 
whatsoever. Valence and Hanil Valence Co. further covenant that no authorization shall be given to any employee to act for the other Party to 
this Agreement. In no event shall either Party at any time have authority to make any contracts or commitments on behalf of or as an agent of 
the other or otherwise make use of its relationship with the other, without the other's express consent in each instance.  
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11.3.5    was independently developed by Recipient; or 
 
11.3.6    becomes known to Recipient, on a non-confidential basis, from a 
          source other than the other party hereto, without breach of this 
          Agreement by Recipient. 



13. LIMITATION OF LIABILITY  

In no event shall either party be liable for any indirect, special, incidental or consequential damages resulting from its performance or failure to 
perform under this Agreement, whether due to a breach of contract, breach of warranty, or such party's negligence. Neither parties' liability 
hereunder shall exceed the amounts paid hereunder.  

14. GENERAL  

14.1 Neither party may assign its rights or obligations under this Agreement without the prior consent of the other, and any purported 
assignment without such consent shall have no force or effect, except that a party may assign this Agreement incident to the transfer of all or 
substantially all of its business. Subject to the foregoing, this Agreement shall bind and inure to the benefit of the respective parties hereto and 
their successors and assigns.  

14.2 No failure or delay by either party to enforce or take advantage of any provision or right under this Agreement shall constitute a 
subsequent waiver of that provision or right, nor shall it be deemed to be a waiver of any of the other terms and conditions of this Agreement.  

14.3 Neither party to this Agreement shall be liable for its failure to perform any of its obligations hereunder during any period in which such 
performance is prevented by any cause beyond its reasonable control. In the event of any such delay the date of delivery or performance 
hereunder shall be extended by a period equal to the time lost by reason of such delay. In the event Valence's production is curtailed, Valence 
may allocate its available production, as reasonably equitable, among its various customers.  

14.4 The validity, performance and construction of this Agreement shall be governed by the laws of the State of New York, United States 
(excluding its conflict of laws provisions).  

14.5 Each party hereto shall bear its own costs and expenses in respect of the preparation, negotiation, finalize and execution of this Agreement 
and the other agreements or documents contemplated herein.  

14.6 All notices or communications to be given under this Agreement shall be in writing and shall be deemed delivered upon hand delivery, 
upon acknowledged telex or facsimile communication, or seven (7) days after deposit in the mail, postage prepaid, by certified, registered or 
first class mail, addressed to the parties at their addresses set forth above.  

14.7 In the event that any provision of this Agreement is prohibited by any law governing its construction, performance or enforcement, such 
provision shall be ineffective to the extent of such prohibition without invalidating thereby any of the remaining provisions of the Agreement.  

14.8 The terms and conditions of this Agreement may not be superseded, modified, or amended except in writing which states that it is such a 
modification, and is signed by an authorized representative of each party hereto. This Agreement shall not be modified, supplemented, 
qualified, or interpreted by any trade usage or prior course of dealing not made a part of the order by its express terms.  

14.9 Section titles used herein are for reference only and shall not be for purposes of interpretation.  

14.10 This Agreement may be executed in several counterparts, each of which shall be deemed an original and all of which shall constitute one 
and the same instrument.  

14.11 This Agreement, including exhibits, constitutes the entire Agreement between the parties as to the subject matter hereof, and supersedes 
and replaces all prior or contemporaneous agreements, written or oral, regarding such subject matter, and shall take precedence over any  
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additional or conflicting terms which may be contained in either party's purchase orders or order acknowledgment forms.  
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ACCEPTED AND AGREED: 
 
VALENCE TECHNOLOGY B.V.                           HANIL VALENCE CO., LTD. 
By:                                               By: 
    ------------------------                         ------------------------ 
signature of authorized                           signature of authorized 
representative                                    representative 
 
Melvern Slates 
- --------------------------                        ------------------------- 
printed name                                      printed name 
 
Managing Director 
- ----------------------                            ------------------------- 
title                                             title 
 
- ----------------------                            ------------------------- 
date                                              date 



CONFIDENTIAL TREATMENT REQUESTED  

Formal Training Exhibit  

Valence shall provide the following formal training in one continuous training course for two to ten Hanil Valence Co. employees at the 
Valence Technology, Inc. facilities in Mallusk, Northern Ireland. Starting date for the training course shall mutually be agreed upon.  

1. Basic Electrochemistry  

[  

]  

2. Battery Technology  

[  

]  

e. Shipping Regulations  

f. Battery Design Center Set-Up  

g. Prototype Construction  

h. Design for Manufacturing  

3. Cell Assembly, Manufacturing Equipment and Production Systems  

[  

]  
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CONFIDENTIAL TREATMENT REQUESTED  

[  

]  

4. Quality Control  

a. Concepts, Control Points, Specifications, Equipment  

5. Production Testing  

a. Preliminary Screening, Quality Control Sampling  

6. Management Information Systems  

a. Quality Control, Production, Testing  

7. Battery Cycler Network and Database  

8. Review of All Processes of Production Line from Beginning to End  
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CONFIDENTIAL TREATMENT REQUESTED  

Manufacturing Equipment Exhibit  

1. [  

]  

2. [  

] 3. [  

] 4. [  

] 5. [  

] 6. [  

]  

7. Miscellaneous Equipment  

a. Battery testing equipment  

b. Battery tester network and database systems  

c. Battery safety test equipment and test chambers  

d. Specialized laboratory equipment for component testing  
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CONFIDENTIAL TREATMENT REQUESTED  

Documentation Exhibit  

1. Building design guidelines  

2. Schematic diagrams of processes  

3. Manufacturing equipment layout  

4. Equipment and tooling design drawings  

5. Process control documents  

6. Manufacturing tooling specifications  

7. Quality control documents  

8. Product specifications  

9. [ ]  

10. [ ]  
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