LABEL DISTRIBUTION CONTRACT (P&D)

This AGREEMENT (hereinafter referred to as the "Agreement") is made effective this _____ day of _______________, 200__ by and between ____________________, located at ________________________________________ (hereinafter referred to as the "Label") and ____________________, located at ________________________________________ (hereinafter referred to as the "Distributor") with respect to exclusive manufacturing and distribution worldwide ("Territory") of all the records in all configurations now known or hereafter devised owned and exploited by Label and/or any successor or affiliated companies of Label.

WITNESSETH:

In consideration of the respective covenants contained herein, the parties hereto, intending to legally bound hereby, agree as follows:

1. Period. The initial term of the agreement (the "Term") shall commerce on the date of the first Master's release hereunder and continue for a period of Five (5) years. Notwithstanding the above however, each new Master released during the contract Term shall be retained by Distributor as an exclusive title for no less than two (2) months from the date of release of the applicable Master by Distributor. Thereafter, Distributor shall have a non-exclusive sell-off period of six (6) months. In lieu of the sell-off period, Label shall have the option to buy back all current stock at Distributor's cost, plus a 15% mark-up, by giving notice to Distributor at least sixty days prior to end of term.

2. Manufacture. Distributor will regularly consult and advise Label on manufacturing, inventory, stock issues and any costs likely to be incurred by Distributor for which Label will be responsible for payment. All moneys paid to/or on behalf of Label by Distributor during the Term, including but not limited to manufacturing advances, mastering, marketing, promotion and all other expenses otherwise incurred by Distributor only with consent of Label, not to be unreasonably withheld, shall constitute Advances recoupable by the cross-collateralization of any and all moneys owed by Distributor under this agreement. Any advances not reasonably expected to be recouped from Label's earnings hereunder may be invoiced to Label for prompt payment at such intervals determined by Distributor in its sole and sole and reasonable discretion; however, no earlier than two (2) months from commencement of the term hereunder and no more often than four (4) times annually. 

3. Label's Obligations. Label shall actively function as a record label during the Term and shall be solely responsible for all activities and shall pay all costs, expenses, and charges in connection with the following:

A. Acquiring or recording the Masters (including all tracking, mixing, and other studio costs), and all steps required to utilize the Masters in the manufacture of Records.

B. The procurement, in writing, of all necessary rights, licenses, consents, authorizations and clearances to record, manufacture, use, sell, advertise, promote and distribute Records.

C. Deliver records to Distributor. Label shall supply Distributor with all components necessary and suitable to manufacture Records therefrom.

D. The payment of all royalties, fees, costs, and other sums payable to any third party in connection with the Masters or Distributor's distribution of Records, including without limitation all royalties and fees payable to artists, producers, musicians, publishers, writers, composers, and other persons and all mechanical license fees.

4. Returns. Label shall remain solely liable for one hundred percent (100%) of all returns of records from Distributor of from Distributor's customers to Distributor, and Distributor shall have the right to deduct from Label's account (and the reserve) the full amount of all returns. 

5. Payment. As full compensation for rights granted herein, Distributor shall pay Label in connection with Distributor's focused distribution, consultancy, and marketing direction and efforts for records released hereunder on the basis of One Hundred (100%) percent of "net" sales of the following:

A. Seventy percent (70%) of "Net Receipts" (hereinafter defined).

B. No moneys shall be payable to Label in respect of Records sold or distributed for advertising purposes which shall be deemed as "free," "no charge," or "bonus" Records. Notwithstanding the foregoing, Records distributed as "free," "no charge," or "bonus" shall not exceed fifteen (15) per one hundred (sold).

C. No moneys will be payable for any Records which Distributor does not receive payment for after using customary reasonable efforts to collect. Distributor will receive no fee for Distribution of said product. Label will be responsible for payment of all costs exclusive of manufacturing and one-way shipping costs on such Records. In the case of Distributor being unable to obtain payment by Customer for Label's Records, Label may, upon notification to Distributor, take whatever actions necessary to collect its monies owing from Customer. If Label is able to collect 50% or greater of such outstanding monies Distributor shall be due its fees hereunder.

D. "Net Receipts" is defined as gross billings less actual returns, credits, and any other discounts and approved charges, however, Distributor's fee is calculated after such returns, credits, discounts and charges. Label will determine all applicable discounts on product sold hereunder apart from that which is contained elsewhere herein.

6. Sell-off Period. Label grants to Distributor the right during the Term and sell-off period to use Label's trademark and logo as well as the recording Artist's whose performances are embodied in the Masters (an "Artist" herein) name, approved likeness, and approved biographical material to the extent contractually conferred to Label in connection with records manufactured and distributed hereunder. Label must notify Distributor in writing of any restrictions pertaining to use of such materials in advance of manufacturing and in no event later than upon the delivery of parts for manufacture.

7. Distributor's Obligations.

A. The manufacture of Records (and all packaging components comprising Records) from Masters, artwork, and other elements supplied by Label. In connection with its manufacturing activities, Distributor shall: (i) Assign a catalog number to each Record, (ii) Use the Manufacturer's Identification Number assigned to Distributor by the Uniform Code Council, Inc. and place appropriate bar codes on all Records, (iii) Determine the quantities of Records to be manufactured, in consultation with and subject to the approval of Label, in an amount sufficient to meet Distributor's product flow requirements, and in such configurations as Label determines. 

B. The marketing and promotion of records. As used herein, the term "marketing" shall mean and refer to attempting to induce consumers to purchase records, and the term "promotion" shall mean and refer to attempting to secure radio airplay for Records in appropriate format. Distributor shall distribute promotional records, advertise and merchandise Records in a professional manner, including without limitation, the preparation of artwork and design layouts of all types, the furnishing of merchandising posters, sales sheets, displays, and "point of purchase" materials for distribution by Distributor, and the furnishing of all similar materials and services; and advertise Records. Distributor will not spend money for marketing or promotion unless Label has previously approved funds for such purpose. Distributor will deduct marketing or promotion credits from Net Receipts otherwise payable by Distributor to Label (or the reserve) for that accounting period. Label will comply with all of the Distributor's other trade policies, practices, and procedures.

C. Distributor shall be responsible for and shall pay Label any moneys due hereunder after recouping any advances. Distributor will send Label statements and payment covering these moneys within (30) days following the end of each calendar month, for all Net Receipts credited to Distributor's account during the applicable quarterly calendar period.

D. Label shall have the right at Label's sole cost and expense to appoint an independent certified public accountant, to whom Distributor has no reasonable objection, to examine Distributor's relevant books and records of account during Distributor's normal business hours upon sixty (60) days written advance notice, not more than once each calendar year, and not more than once with any respect to any particular accounting period, at Distributor's offices in the United States to determine whether appropriate accounting and payment have been made by Distributor hereunder during the preceding accounting periods. Such independent certified public accountant shall treat all information as confidential and shall not disclose to Label any information other than information specifically pertinent to Distributor's accounts for the releases hereunder in light of the mutual covenants hereunder. Any statement not objected to within 12 months of its rendering shall be deemed accurate and not subject to objection by Label.

8. Copyrights. With respect to records containing copyrighted musical material, Label warrants that it shall obtain all necessary licenses and furnish copies of same to Distributor. Label shall promptly pay to the copyright proprietors all mechanical royalties which may become due to accordance with these licenses. In connection herewith Label hereby grants Distributor an irrevocable license under copyright for the term of this agreement to distribute each composition embodied on the Masters hereunder. Label shall be responsible for any and all royalties and other sums which may become due Artist, Publishers, Producers, Unions (including without limitation per record payments) and any other party entitled to receive royalties or other payments in connection with the Masters.

9. Samples. Label warrants that is solely owns all rights granted to distributor herein and that it has the rights to enter into this agreement and all its provisions. Label warrants they will clear all "samples" contained in any product addressed under this agreement prior to the delivery of the parts for manufacture of the Masters hereunder. Label indemnifies Distributor for any and all claims arising from samples contained in such product Prior to delivery of the parts for manufacture of any Masters hereunder.

10. Notification. All notices to either party shall be in writing and delivered by registered or certified mail, return receipt requested, at the addresses shown above or at such other addresses as may be designated in writing.

11. Waivers. This agreement contains the entire understanding of the parties hereto and cannot be modified except by an instrument signed by the parties hereto. A waiver by either party of any term of condition herein shall not be deemed a future waiver thereof with respect to subsequent breaches and does not affect the enforceability of the other terms herein.

12. Breach. Neither party shall be entitled to recover damages or to terminate this agreement by reason of any material breach hereof unless said material breach has not been remedied within sixty (60) days, or such cure has not been commenced in such 60 day period where the remedy of the breach cannot occur within the 60 days, of receipt of written notice of said material breach to the breaching party.

13. Governing Law. This agreement has been entered into in the State of New York and the validity, interpretation, and effect of this agreement shall be governed by its laws applicable to Contracts wholly entered into and performed entirely herein and any other actions shall be brought in the Courts of the State of New York. Any controversy arising under this agreement, if litigated, shall be adjudicated in a court of competent jurisdiction within the county of New York, City of New York, in the State of New York.

14. Imdemnification. Both parties mutually agree to and do hereby indemnify, save and hold the other party harmless for any and all claims, losses, and damages (including court costs and reasonable attorney's fees) arising out of, connected with or as a result of any inconsistency with, failure of, or breach by the other party of any warranty, representation, agreement, undertaking, or covenant contained in this agreement including, without limitation, any claim by any third party in connection with the foregoing. In addition to any other rights or remedies Distributor may have by reason of such inconsistency, failure, breach, threatened breach of claim, Label shall promptly reimburse Distributor, in demand, for any reasonable payment made by Distributor at any time after the date hereof with respect to any loss, damage, or liability resulting directly therefrom, and in addition thereto, Distributor shall have the right to withhold from any and all moneys otherwise payable to Label under this agreement, a sum(s) equal to such loss, damage, and liability (included anticipated and actual court costs and reasonable attorney's fees). Distributor shall give Label notice of any third party claim to which the foregoing indemnity applies and Label shall have the right to participate in the defense of any such claim, provided that if litigation has not been commenced within one (1) year of such claim first being made, Distributor will promptly pay such moneys to Label, provided that such payment to Label shall not limit Distributor's right to withhold sums at a later date if litigation based upon such claim is thereafter commenced.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the day and year first above written.

AGREED TO AND ACCEPTED:

BY:

"ARTIST"

<<FULL NAME>>

_____________________________ 

(an authorized signatory)

BY:

"COMPANY"

<<COMPANY NAME>>

_____________________________ 

(an authorized signatory)

