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Item 1.01. Entry into a Material Definitive Agreement.
 
On December 30, 2004, Microvision, Inc. (“Microvision”) entered into a multi-phase exclusive product development and license agreement with Ethicon Endo-Surgery, Inc., a
subsidiary of Johnson & Johnson (“Ethicon”), whereby Microvision and Ethicon will collaborate to integrate Microvision’s proprietary visualization technology into certain
medical products, and Ethicon will receive an option to exclusively license Microvision’s technology for human medical applications with certain exclusions.
 
Subject to the terms of the agreement, Ethicon will pay Microvision $6.2 million over approximately seven months consisting of an upfront license fee and additional fees to
develop and deliver prototype components for use in an initial medical product. Following an evaluation period for the prototype, Ethicon may elect to proceed to the next phase
of a commercial product development for approximately $5.5 million in development fees. The agreement contemplates that there may be additional development programs for
other medical products. Ethicon has the right to terminate the agreement prior to completion of the development program, which could result in a reduction of the $6.2 million.
 
During the commercial product development phase, Ethicon will have an option to receive an exclusive license to Microvision’s visualization technology for human medical
applications and for Microvision to become Ethicon’s exclusive design partner and source of supply for visualization components using Microvision technology. Alternatively,
under certain conditions, Ethicon may receive the right to manufacture components using Microvision’s technology and pay Microvision a royalty on the sale of products
incorporating those components.
 
If Ethicon opts for an exclusive license, then after a period of time, Ethicon will be obligated to pay Microvision an increasing annual license maintenance fee, against which
Ethicon’s future component purchases, royalty payments, and development fee payments would be credited.
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