LIQUIDATED DAMAGES

1. Only use a liquidated damages clause when, at the time the agreement is entered into, both parties believe it will be very difficult to determine actual damages.

2. The amount specified as liquidated damages should not be excessive, and should be a reasonable estimate of the damages that could be incurred.

3. The clause should not punish or penalize the other party because of a default or breach of the contract.

4. Items 1, 2 and 3 above must be true, or be prepared to prove actual damages.

5. If there are any doubts or concerns about the clause, consult with legal counsel before signing the agreement.

