GENERAL BUSINESS TERMS AND CONDITIONS
for Granting of Sub-licenses to Distribute Audio-Visual Works in Cinemas  

and Similar Facilities 
as amended by Appendix  No. 1  dated  11.10. 2006
I   Basic Provisions
1) The General Business Terms and Conditions (hereinafter referred to as the “GBT”) stipulate the basic rights and obligations of movie distributors and cinema exhibitors and operators of similar facilities (hereinafter referred to as “Cinemas”) within the sense of Sections 273 and 274 of the Commercial Code for the granting of sub-licenses to distribute audio-visual works in compliance with Act No. 121/2000 Coll. as amended (the Copyright Act). 
2) Movie distributors and cinema exhibitors enter into respective agreements on the granting of sub-licenses to individual performances under conditions set by these GBT and any deviations in the Agreement prevail over the text of the General Business Terms and Conditions within the sense of Section 273, Subsection 2 of the Commercial Code.    
II   Definitions of Terms
Distributor

An entity contractually granting, usually for consideration, a sub-license to distribute an audio-visual work (movie) to audio-visual production organizers (exhibitors).  The Distributor on a basis of valid trade licenses distributes movies in the Czech Republic based on the valid contracts authorising the distribution of audio-visual works on the record carriers of audio-visual works (movies).  
Exhibitor 

An entity which is an audio-visual production organizer and publicly and non-publicly exhibits audio-visual works by means of technical equipment. The Exhibitor performs the activity on a basis of valid trade licenses or a memorandum of association in its own or rented facilities (cinemas).  
Distribution
Any and all activities connected with the assurance of contractual, technical, marketing and other conditions necessary for the performance of audio-visual productions by the Exhibitor. 
Movie


An audio-visual work within the sense of Section 1, Subsection (1) a) of Act No. 273/1993 Coll. as amended, i.e. the work consisting of a series of recorded mutually related pictures whether accompanied by sound or not, perceptible by sight and if accompanied by sound, perceptible by hearing, if destined for the public distribution by means of technical equipment.  

Movie Projection 
An audio-visual production or projection of a movie by means of technical equipment except for TV broadcasting. The public distribution is deemed to be such distribution, where the work is exhibited in front of individually unspecified people.  
Cinema
A place where the Exhibitor holds audio-visual productions or performs movie projections. A permanent cinema means premises with permanently installed technical equipment regularly holding movie projections. A cinema with a limited operation means premises with permanently installed technical equipment irregularly holding movie projections. An occasional cinema means premises with temporarily installed technical equipment for holding movie projections.   

Spectator 


Every person participating in a movie projection (exhibition) in the cinema. 
Print
An audio-visual work (movie) record carrier enabling holding the movie projection. A print is usually a movie tape marked with an identification number. A print is secured by a solid portable box protecting it from being damaged.  Such box must always be fitted with the print number, the movie title, the name of the distributor and the number specifying the number of such boxes to the complete status of the copy.  

Enlistment 

A written contractual agreement between the Distributor and the Exhibitor on the release of a movie, the number of its deployments, duration, date and time, cinema, entrance fee, accessibility to teenagers and other conditions for the movie exhibition both entities have mutually agreed on in advance.  

Distribution Sheet 
A document issued by the Distributor to every individual movie usually containing, in addition to the producer identification and a distributor, the distribution title of the movie, basic synopsis of the movie story, the authors´ , actors´ and other commonly specified creators´ names, the original title and the country of the movie origin, the year of manufacture, the movie footage, the picture format, the sound record type, the language version, the term of rights and accessibility to teenagers. The Distribution Sheet compulsorily contains the information stipulated by Act No. 273/1993 Coll. in Sections 3 and 4. 
Traffic Dispositions
The Distributor’s written instruction to the Exhibitor on the binding circulation of a print, i.e. the date of shipment, the exact address of the consignee and consignor (the Distributor or the Exhibitor).  In cases requiring flexible and urgent solutions the Traffic Dispositions may be agreed on orally. 
Projection Profile  


A standard schedule of movie projections (exhibitions) in the cinema. It is usually one week, starting with the first projection on Thursday and ending with the last projection on the following Wednesday.  A basic projection profile sets the number of projections (exhibitions) usually given on individual days of the week. 
Print Condition Record 
A document serving for exact recording of the technical condition of a print and the number of the performed projections (exhibitions) of a particular movie. The record shall be made by a projectionist or another employee appointed by the Exhibitor during the preparation and before dispatch of the print.  He shall confirm his record by his signature and the Exhibitor’s stamp. The record referring to the print is enclosed in its solid portable box. 
Supervisory Cinema 
A cinema where the Exhibitor’s employees are authorized to execute professional inspection of the condition of the prints, classify their condition and/or repair them. The list of cinemas with the status of the Supervisory Cinema is kept by the Union of Movie Distributors (UMD) and the Association of Cinema Exhibitors (ACE). 
Technical Certificate 
A document confirming the capability of the cinema technical equipment to project prints.  Technical Certificates are issued by authorized technicians, whose list is kept by UMD and ACE. By the certificate, the Exhibitor substantiates the capability of the cinema technical equipment to the Distributor. This document also describes the qualification of the cinema technical equipment operator, conditions for storage, handling of and use of a print. 
Entrance Fee 

An entrance fee means the price paid by a spectator for access to individual movie projections (exhibitions). The entrance fee must not be bound to or connected with another service and may only be increased by a surcharge to the price of the entrance fee for the State Fund of the Czech Republic for Czech Cinema Support and Development within the sense of Act No. 241/1992 Coll. The entrance fee includes all fees and VAT, if the Exhibitor is a VAT payer. 
Gross Revenues 

Gross revenue means the total amount of money for actual collected entrance fees. The gross revenue does not include the surcharge to the price of the entrance fee for the State Fund of the Czech Republic for Czech Cinema Support and Development within the sense of Act No. 241/1992 Coll.   

Net Revenues 
Net revenues are the gross revenues decreased by VAT (if the Exhibitor is a VAT payer) and a fee to the Protective Copyright Union (OSA) (if it follows from a contract approved by UMD and ACE). Net revenues are the base for the calculation of the rental fee payment, unless otherwise expressly stipulated in the contract between the Distributor and the Exhibitor.  

Rental Fee
A percentage rental fee means the contractually set share of net revenues belonging to the Distributor. Rental fee calculated in this manner does not include VAT which is added, if the Distributor is a VAT payer.   

A fixed rental fee means a fixed price the Exhibitor shall pay to the Distributor for the granting of a sub-license for a fixed term (regardless of the number of spectators or revenues).  

The form of the rental fee, its amount and terms for its payment shall be stated in a separate contract concluded between the Exhibitor and the Distributor.   

Entrance Ticket  

It is a strictly accountable bill in such form which enables its later safe identification (order number, price, date, hour, etc.). 

Inspection of the Cinema 
An inspection of the GBT fulfilment and the inspection of the correctness of recording of revenues, attendance and relevant payments, the inspection of records, written accounting and payments of the surcharge to the price of the entrance fee pursuant to Section 8 of Act No. 241/1992 Coll. as amended, the inspection of the Technical Certificate and professional qualification of operators, the inspection of the advertising and promotional means and advertisement pictures (trailers) utilisation, the inspection of a movie exhibition course, the inspection of handling with the prints and the inspection of the adherence to the copyright. 
III   Binding Terms and Conditions 
1) A binding contractual relationship is established by the confirmation of the enlistment by the Exhibitor. The Distributor must supply or otherwise make available the Distribution Sheet of a movie to the Exhibitor not later than by the Enlistment. 

2) The Exhibitor is obliged to adhere to the agreed terms, the copy deployment in the agreed cinema, the entrance fee, accessibility to teenagers and other particulars given in the Enlistment and the Distribution Sheet. 
3) The GBT are not breached, if any of the Contracting Parties announces a change of the program before the Enlistment is confirmed.    

4) The Distributor is obliged to provide Traffic Dispositions to the Exhibitor before the movie projection and the Operator is obliged to adhere to them.  The Distributor is responsible for the preciseness of the Traffic Dispositions and the supply of a print to the Exhibitor.  
IV   Movie Projection
1) The Distributor and the Exhibitor are obliged to adhere to the principles of copyright protection. The Exhibitor is obliged to place warning to spectators in a visible place in the cinema of the prohibition to make illegal records in the wording approved by ACE and UMD. 
2) The Exhibitor is obliged to exhibit the print with the audio-visual work record in the full scope as it was supplied by the Distributor. 
3) The Distributor is entitled to have trailers exhibited that were supplied to the Exhibitor. If trailers or teasers are attached to the distributed copy, they may only be detached in specially justified cases the Distributor must be informed of.  

4) The Distributor is entitled to the location of commercial advertisement before the movie projection of a specific movie for prices common on the market. Every case however, must be solved by a specific contract between the Distributor and the Exhibitor so that the Exhibitor is also able to meet conditions of its contracts with advertising agencies.  
5) The Exhibitor must not lend a print with the audio-visual work record without the Distributor’s consent to a third person or enable the creation of a copy. 
6) The Distributor is obliged to supply for distribution a copy in the condition capable of being used for the agreed purpose together with a record on the copy condition. 
7) The Exhibitor undertakes to perform the movie projection while observing the set technical parameters of the print in the highest possible quality and with due professional care. 
8) The Exhibitor is obliged to ensure the safe handling of, storage and use of the copy. The projection equipment must have the Technical Certificate. 
9) The technical equipment may only be operated by a person with valid qualification. The list of entities authorized to issue such qualification is jointly kept by UMD and ACE.    

10) The Exhibitor must immediately and provably report to the Distributor any damage of the print which is not listed in the record on the copy condition or that the record is missing before the first movie projection commissioning in its cinema. The Exhibitor is in such case obliged to proceed according to the Distributor’s instructions. 
V   Advertising and Promotion in the Cinema
1) The Distributor undertakes to provide to the Exhibitor advertising and promotional materials for the first deployment of the movie, unless otherwise expressly agreed.   Their scope and quantities or the term of delivery shall be agreed by the Exhibitor for every title with the Distributor at the Enlistment confirmation.  

2) The Exhibitor undertakes to use any and all the supplied advertising and promotional materials in a relevant manner, i.e. to promote the respective movie and in compliance with the Distributor’s and Exhibitor’s interests. 
3) The Distributor and the Exhibitor shall also use other procedures for advertising and promotion of movies so that they increase the awareness and interest of potential spectators in the movie projections of movies in the cinema.   

VI   Records and Financial Settlement
1) The Exhibitor is obliged to keep credible and provable records on the sold and unsold entrance tickets, particularly daily records of sales and attendance. 
2) Entrance tickets must be marked with price, date and hour of the movie projection before the sale commissioning and with other data pursuant to the binding legal regulations. So called “blank” entrance tickets (i.e. entrance tickets without the aforementioned marking) are prohibited.   

3) When using computer systems for the sale of entrance tickets in the cinema the Exhibitor is obliged to use only the software audited by an independent auditor for UMD or the software being awarded another internationally valid certificate.   
4) The Exhibitor may provide a discount to the holders of ZTP and ZTP/P (disability cards holders). Unless otherwise stipulated in the contract with the Distributor, the Exhibitor may provide discounts from the basic entrance fee, if their records will meet the requirement for provability and credibility.  

5) Unless otherwise expressly stipulated in the agreement with the Distributor, the Exhibitor is entitled to provide free tickets to the maximum amount of 3% of the sold tickets per one movie enlistment. The Exhibitor is obliged to keep provable and credible records on the issued free entrance tickets.  

6) The Exhibitor is obliged to ensure the closing of the sale of entrance tickets every day not later than 1 hour after the beginning of the last exhibition of every movie. When the audited computer system is used, the closing may be executed once a day after the finishing of the whole projection plan.  

7) Unless otherwise agreed, the Exhibitor is obliged to send to the Distributor results of the deployed movies on the supplied form not later than 3 days after the end of the projection week or the movie enlistment, if shorter than one week, and to send the rental fee according to the Distributor’s instructions in the same term. 
VII   Inspection
1) The Exhibitor is obliged without undue delays to enable a cinema inspection to a worker of UMD authorized to inspect cinemas or external co-workers.  The Exhibitor is obliged to enable the inspection of associated documents also to a worker of the Distributor whose movie is currently enlisted.   

2) The Exhibitor is obliged to order the workers in charge of the cinema (the cinema manager, his/her deputy, a cashier) to provide assistance during the cinema inspection.   

3) The worker executing the inspection shall prove his/her identity by a respective document (a card) issued to him/her by UMD (or the Distributor).   Sample cards are available in the offices of UMD and ACE. 
4) The worker executing the inspection is obliged to make a record with the results of the inspection, the copy of which shall be obtained by the cinema Exhibitor or his/her authorized deputy. The Exhibitor is entitled to express his opinion on the record. 
5) UMD and the Distributor also execute inspections focused on the determination of the current number of spectators present at the specific movie projection. The Exhibitor is therefore obliged to provide upon the request of UMD or the movie Distributor a breakdown of spectators for individual exhibitions. To increase the credibility such inspection has to be confirmed by two participants in the movie projection. The Exhibitor is obliged to explain any differences in the determined and recorded number of spectators of the movie projection and take appropriate measures to prevent such differences from occurring.    

VIII   Breach of Obligations, Liability for Damage, Penalties
1) The Distributor and the Exhibitor are obliged to adhere to the obligations arising from their mutual contractual relationship and GBT. 
2) In case of failure to adhere to the contractual terms and conditions between the Distributor and the Exhibitor and GBT the Distributor and the Exhibitor are entitled to claim the recognition of liability and indemnification of damage or contractual penalties from the other party.  
3) Breach of obligations includes in particular: 
· Provable fault leading to the cancellation of a movie projection (exhibition) by one of the Contracting Parties (except for Force Majeure)  

· Failure to adhere to the agreed rental fees 

· Failure to adhere to the agreed due term of the rental fee  
· Failure to supply the promotional materials despite the Distributor’s call, unless otherwise agreed within the Enlistment   

· Damage to a print  

· Breach of the rules for keeping the records on entrance tickets, revenues, discounts, free entrance tickets, attendance and rental fees
· Breach of copyright
· Breach of the Traffic Dispositions  

· Refusal to enable the cinema inspection  

· Use of a non-audited or non-certified computer system for the sale of entrance tickets, or any manipulation with it contrary to the rules for use set by its producer. 
· Breach of other conditions agreed on in the contract between the Distributor and the Exhibitor
4) The amount of penalties for the suffered damage is regulated by a separate contract concluded between the Distributor and the Exhibitor. The amount of penalties, however, must be balanced and must not disadvantage one of the contracting Parties to the benefit of the other one.  

5) In case of fault leading to the cancellation of a movie projection (exhibition) in the cinema, 50% of the average revenue from one movie projection (exhibition) of the affected cinema for the previous 12 months calculated according to the previous recording of results by UMD shall be set as the compensation, unless otherwise agreed between the Contracting Parties. If the cinema causes the cancellation of a movie projection in a subsequent cinema e.g. due to the failure to observe Dispositions, such compensation may be claimed from the cinema both by the Distributor and the affected cinema. If disputes concerning the fault leading to damage or its amount arise, the cinema must claim its compensation by means of the Distributor which has the contract with both of the cinemas. 
6) In relation to the execution of inspection in the cinema the obligation is set (besides the compensation of damage and penalties arising from  contracts between exhibitors and distributors) to pay any and all costs of inspection, if 

· the Cinema Exhibitor or its employee present in the cinema refuses to enable the inspection 
· a breach of GBT is found related to the Distributor’s harm
IX   Final Provisions
1) These General Business Terms and Conditions for the Granting of Sub-licenses to Distribute Audio-visual Works have been approved by the Annual Meeting of UMD and the Annual Meeting of ACE. 

2) The main purpose for the adoption of the General Business Terms and Conditions is to contribute to the creation of mutually beneficial and balanced contractual mechanisms which will assist in the harmonisation of the efficiency of movies distribution and cinemas operation. 
3) The General Business Terms and Conditions shall be further understood as the determination of basic contractual principles on a basis of which individual terms and conditions may be set between distributors and exhibitors. 
4) The Parties that recognize these General Business Terms and Conditions for the Granting of Sub-licenses to Distribute Audio-Visual Works become the base for the drawing up of separate contracts between distributors and exhibitors, declare they understand these GBT and agree with them. 
5) These General Business Terms and Conditions for the Granting of Sub-licenses to Distribute Audio-Visual Works between distributors and cinema exhibitors were discussed and approved at the joint meeting of authorized representatives of the Association of Cinema Exhibitors and the Union of Movie Distributors on 19 December 2003. As of 19 December 2003 the General Business Terms and Conditions for the Prints Rental dated 1 May 1994 ceased to be valid and effective.
On behalf of the Association of Cinema Exhibitors
                             On behalf of the Union of Movie Distributors 
                                                                                                                                     the Professional Interest Association
………………………………………………                                                             ……………………………………………....

Miloš Navrátil, Chairman of the Board                                                                                               Anna Černá, Secretary
v Praze dne 19. prosince 2003
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