APPENDIX 1
NET PROCEEDS DEFINITIONS / ACCOUNTING / AUDIT


1. Gross Receipts:  “Gross Receipts” means all monies, receipts and other consideration (including any film tax credits and/or rebates relating to the Film) received by or credited to AE, [Distributor / Financier of the Film] (“Distributor”) or any subsidiary, affiliate or agent of Distributor theirs, in connection with the exploitation of the Film and any rights therein anywhere in the universe in any and all media and channels of distribution now or hereafter known.

[bookmark: OLE_LINK5][bookmark: OLE_LINK4]2. Net Receipts:  “Net Receipts” means all Gross Receipts remaining after deduction of solely the following amounts, on a continuing basis and in the following order:

(a)Distributor’s Distribution Fees (as defined below):

(b)Distributor’s actual, direct, out-of-pocket, arms-length Distribution Expenses (as defined below), which Distribution Expenses shall be reasonable as determined by Distributor in the exercise of its good faith business judgment.
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(c)All actual, verifiable, arms’-length, direct out-of-pocket costs incurred by [AE] including the $1.1MM payment to the Estate (“Financier Recoupable Costs”)  and, separately, AE (“AE Recoupable Costs”) as reflected in Exhibit “A”, the “Film Budget”, as well as all payments to third parties who have a valid prior financial interest in the Film. in connection with the Film.  The Financier Recoupable Costs and AE Recoupable Costs will be subject to review and approval by the Distributor [and the AE Recoupable Costs capped at $_________ in aggregate].

(d)Any applicable reasonable and customary reserves established by Distributor consistent with then-prevailing general US film distribution industry standards for returns or defective products, provided such reserves shall be liquidated within a reasonable time but in no event later [on a continuing basis] than Fifty Percent (50%) every Six (6) months from creation and Fifty Percent (50%) every twelve (12) months from creation.

All Gross Receipts remaining after the foregoing deductions shall constitute Net Proceeds.

4.Distribution Expenses:  “Distribution Expenses” means any and all of Distributor’s direct out of pocket costs, charges and expenses paid in connection with the distribution, exhibition, advertising, exploitation and turning to account of the Film, or in the exercise of Distributor’s rights in the Film, and which are customarily treated as distribution expenses under customary accounting procedures in the motion picture industry.  The amount of Distribution Expenses incurred by Distributor in connection with the Film shall be reasonable as determined by Distributor in its good faith business judgment.  Distributor shall not charge overhead on Distribution Expenses, nor interest on overhead.

5.Reporting Periods:  Customary detailed accounting statements with respect to all Gross Receipts and Net Proceeds shall be calculated on not less than a semiannual basis.  Statements and payments shall be delivered within ninety (90) days of the close of each reporting period. 

6.Audit.  The Estate shall have the right to have a certified public accountant of its choice audit Distributor’s books and records with respect to the Picture once per year (and only once with respect to any particular records and/or statements) at the Estate's sole cost and expense; such audit shall take place at Distributor’s principal place of business during normal business hours and shall not unreasonably interfere with Distributor’s course of business.  All notices, statements and payments made pursuant to this Agreement shall be deemed valid and binding on the Estate and shall not be subject to dispute or audit unless disputed in writing within thirty-six (36) months after first issued.  Without limiting the foregoing, Distributor shall notify the Estate in writing of any request to audit Distributor with respect to the Film so as to provide the Estate the opportunity to participate in such audit in accordance with the terms of this Agreement.

7.Distribution Fees:   Distributor’s “Distribution Fees” shall be its customary distribution fees for distribution of films similar to the film but will not exceed the following percentages of Gross Receipts: (i) [Twenty Five Percent (25%)] of One Hundred Percent (100%) of all Gross Receipts from the exploitation of the Film in the U.S., Canada and the United Kingdom and (ii) [Twenty Percent (20%)] of all Gross Receipts from the exploitation of the Film in any other territory.  Distributor shall absorb within its Distribution Fees any and all fees paid by Distributor to any subdistributor to the extent applicable, if at all, in connection with the Film.  


