


description in the second and/or third sentences of the first paragraph of this
Paragraph B., and are not excluded pursuant to the fourth sentence of said
paragraph, then said production shall automatically be deemed covered
hereunder, starting from the first day on which at least four (4) or more such
employees are so employed on the production and continuing until the production
is finished.

Producer shall use reasonable efforts to notify the IATSE that it intends to cover
an “Experimental New Media Production” by the start of principal photography.

Terms and Conditions of Employment on Derivative New Media Productions

A “Derivative New Media Production” is a production for New Media based on
an existing television motion picture covered by the Basic Agreement that was
produced for “traditional” media — e.g., a free television, basic cable or pay
television motion picture (‘the source production’) — and is otherwise included
among the types of motion pictures traditionally covered by the Basic Agreement.
It is understood and agreed that a production for New Media that is based on an
existing television program covered by the Videotape Agreement, or that is based
on a program covered by the IATSE Digital Agreement to which the rates and
conditions of the Videotape Agreement apply, shall not be considered a
“Derivative New Media Production.”

Employees may be employed by a Producer and assigned to a Derivative New
Media Production as part of their regular workday on the source production. The
work for the Derivative Production shall be considered part of the workday for
the Employees on the source production and shall trigger overtime if work on the
Derivative Production extends the workday on the source production past the
point at which overtime would normally be triggered on the source production.
All other terms and conditions, including benefits, shall continue as if the
employee were continuing to work on the source production.

In all other situations, terms and conditions of employment are freely negotiable
between the Employee and the Producer, except for those provisions identified in
Paragraph E. below.

Terms and Conditions of Employment on Original New Media Productions
Terms and conditions of employment on Original New Media Productions are

freely negotiable between the Employee and the Producer, except for those
provisions identified in Paragraph E. below.
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Other Provisions
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Union Security

The provisions of Article II, “Union Security,” of the Basic Agreement
shall apply to New Media Productions, except that the requirement to
become a member in good standing of the Union shall not apply until an
individual has been employed for at least thirty (30) workdays on New
Media Productions covered under this Sideletter, or for a combined total
of thirty (30) workdays on New Media Productions covered under this
sideletter and on motion pictures of the type traditionally covered under
the Basic Agreement.

The Union acknowledges and agrees that the obligations set forth in
subparagraph (c) of Article II apply only to newly-hired employees who

are not members of the IATSE or the applicable Local Union hereunder.

Pension, Health and Individual Account Plans

On covered New Media Productions budgeted at $25,000 or less per
minute (using the same cost elements as described in the second paragraph
of Paragraph B. above), Producer’s only obligation hereunder shall be to
make contributions to the Active Health Fund, as required by Article XII
of the Basic Agreement, and to the Retired Employees Fund, as required
by Article XIV of the Basic Agreement, on behalf of each Employee
employed under the terms of this Sideletter.

On New Media Productions budgeted at more than $25,000 per minute
(using the same cost elements as described in the second paragraph of
Paragraph B. above), or when Employees are assigned by the Producer to
a Derivative New Media Production as part of their regular workday on
the source production, Producer shall be obligated to make pension, health
and Individual Account Plan contributions in accordance with the
provisions of Articles XII, XIII, XIHA. and XIV of the Basic Agreement.

Preference of Emplovment/Industry Experience Roster/New Media Roster

There shall be no preference of employment of any kind or nature in the
employment of Employees on New Media Productions hereunder. The
provisions of the Basic Agreement relating to Preference of Employment
and to the Industry Experience Roster shall not be applicable to New
Media Productions, except to the extent provided below. An Employee
need not be on the Industry Experience Roster, nor on the New Media
Roster described below, in order to be employed on a New Media
Production.




C)

)

Work on New Media Productions shall be counted for purposes of
placement on a New Media Roster to be established by the parties. Any
individual with thirty (30) days of work experience within the geographic
jurisdiction of the Basic Agreement on New Media Productions in a
classification covered by the Basic Agreement shall be added to such New
Media Roster. If an individual has worked in more than one classification
on a single New Media Production, the Producer of such New Media
Production shall identify the employee’s primary skill for purposes of
determining the classification to which such person’s workdays shall be
credited for purposes of placement on the New Media Roster.

Each applicant for placement on the New Media Roster shall have the
burden of establishing his or her eligibility. The applicant must file an
application with Contract Services Administration Trust Fund (“CSATF”)
within six (6) months after the completion of the work experience required
for eligibility. Such application must be perfected no later than one (1)
year following the date of the last work day to be considered as qualifying
experience. Such application shall be subject to appropriate verification
by CSATF. The applicant shall provide I-9 information to CSATF as a
condition of placement on the New Media Roster.

Any person on the New Media Roster who works an additional one
hundred twenty (120) days on New Media Productions covered under this
Sideletter, or a combined total of one hundred twenty (120) days on New
Media Productions covered under this Sideletter and on motion pictures of
the type traditionally covered under the Basic Agreement, in the same
classification in which he/she is listed on the New Media Roster following
placement thereon shall be entitled to be transferred to the Industry
Experience Roster in that classification.

Grievance and Arbitration

Any dispute with regard to wages, hours of employment or working
conditions concerning an Employee employed by Producer under the
terms of this Sideletter shall be resolved in accordance with the grievance
and arbitration procedure set forth in Article XXXIT of the Basic
Agreement, except that references therein to “the Local Union” shall be
replaced with “the JATSE” and the provisions with respect to the Step
Two Conciliation Committee shall be deleted.

Staffing

It is expressly understood and agreed that there shall be no staffing
requirements on Productions made for New Media and that there wil] be
full interchange of job functions among Employees, so that a single
Employee may be required to perform the functions of multiple job
classifications covered hereunder.
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(6) No Strike, No Lockout

During the term of this Agreement, the Union agrees not to engage in any
strike, sympathy strike or work stoppage against the Producer. The
Producer agrees not to engage in any lockout of its Employees employed
hereunder during the term of this Agreement.

(7 No Other Terms Applicable

Except as expressly provided in this Sideletter, no other terms and
conditions shall be applicable to Employees employed on New Media
Productions.

F. Reuse of New Media Programs
Only those covered New Media Productions on which two (2) or more
“Employees employed by the Producer under the Basic Agreement,” as that term
is used in Article XIX(a) and in Article XXVIII(a)(2) of the Basic Agreement,’

shall generate residual payments and then only in accordance with the following:

(H Reuse in New Media

(a) The Producer shall have the right to use an Original New Media
Production budgeted at $25,000 or less per minute (using the same
cost elements as described in the second paragraph of Paragraph B.
above) on any new media platform without limitation as to time,
and without payment of residuals.

() The Producer shall have the right to use an Original New Media
Production budgeted at more than $25,000 per minute (using the
same cost elements as described in the second paragraph of
Paragraph B. above) or a Derivative New Media Production
without the payment of residuals under the following
circumstances:

) When such New Media Production is used on any free-to-
the-consumer, advertiser-supported platform; and

(i) When such New Media Production is first released on a
consumer pay platform (i.e., download-to-rent, download-
to-own or paid streaming), even if it is subsequently

“ It is understood and agreed that any Employee employed under the terms of the corresponding
“Productions Made for New Media” Sideletter in either the Local #52 Agreement or in the Local #161
Agreement shall not be considered an “Employee employed by Producer under the Basic Agreement” for
purposes of Paragraph F. of this Sideletter.
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(c)

(d)

released on a free-to-the-consumer advertiser-supported
platform.

If an Original New Media Production budgeted at more than
$25,000 per minute (using the same cost elements as described in
the second paragraph of Paragraph B. above) or a Derivative New
Media Production is initially released on a free-to-the-consumer,
advertiser-supported platform and is subsequently released on
consumer pay platforms (i.e., download-to-own, download to rent
or paid streaming), then Producer shall have a twenty-six (26)
consecutive week period of use on consumer pay platforms,
commencing with the first day of use on consumer pay platforms,
without the payment of residuals. If the Producer uses the New
Media Production on consumer pay platforms beyond such twenty-
six (26) consecutive week period, then Producer shall pay to the
Motion Picture Industry Pension and/or Health Plans 5.4% of
“Producer’s gross,” as that term is defined in Paragraph 3 of the
“Sideletter re Exhibition of Motion Pictures via New Media,”
attributable to use on consumer pay platforms beyond the twenty-
six (26) consecutive week period.

If an Original New Media Production budgeted at more than
$25,000 per minute (using the same cost elements as described in
the second paragraph of Paragraph B. above) or a Derivative New
Media Production is initially released simultancously on free-to-
the-consumer, advertiser-supported platforms and to consumer pay
platforms (7.e., download-to-own, download-to-rent or paid
streaming), then Producer shall have a twenty-six (26) consecutive
week period of use on consumer pay platforms, commencing with
the first day of use on consumer pay platforms, without the
payment of residuals. If the Producer uses the New Media
Production on consumer pay platforms beyond such twenty-six
(26) consecutive week period, then Producer shall pay to the
Motion Picture Industry Pension and/or Health Plans 5.4% of the
“Producer’s gross,” as that term is defined in Paragraph 3 of the
“Sideletter re Exhibition of Motion Pictures via New Media,”
realized from any subsequent license which includes use on
consumer pay platforms, which “gross” is attributable to use on
consumer pay platforms beyond the twenty-six (26) consecutive
week period, measured from the first day of use on consumer pay
platforms under the first license.

Reuse in Traditional Media

The applicable provisions of Article XX VIII with respect to exhibition on

“pay television,” as that term is defined in Article XXVIH(a)(3)(ii) of the

Basic Agreement, shall apply when a covered New Media Production is
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exhibited on pay television. The applicable provisions of Article XXVIII
with respect to exhibition on “cassettes,” as that term is defined in Article
XXVIII(a)(3)(i), shall apply when a covered New Media Production is
exhibited on videocassettes or DVDs.

3) General

It is understood that the tests for triggering Post ‘60s and Supplemental
Markets payments set forth in Article XIX and XX VI of the Basic
Agreement, including the understandings set forth in subparagraph (g) of
those Articles, and the proration provisions in those Articles, shall also
apply to residual payments due under the terms of this Sideletter.

G. “Sunset” Clause

The parties recognize that these provisions are being negotiated at a time when
the business models and patterns of usage of productions in New Media are in the
process of exploration, experimentation and innovation. Therefore, the provisions
of this Sideletter shall expire on the termination date of the Basic Agreement and
will be of no force and effect thereafter. No later than sixty (60) days before that
expiration date, the parties will meet to negotiate new terms and conditions for
reuse of productions made for New Media.

The parties further acknowledge that conditions in this area are changing rapidly
and that the negotiation for the successor agreement will be based on the
conditions that exist and reasonably can be forecast at that time.

Exhibition of Theatrical and Television Motion Pictures in New Media

Revise the Sideletter re "Exhibition of Motion Pictures Transmitted via the Internet” in
the 2006 Producer — [ATSE Basic Agreement to read as follows:

Re: Exhibition of Motion Pictures Transmitted Via New Media

This Sideletter confirms the understanding of the International Alliance of Theatrical
Stage Employees (“the Union”) and the Alliance of Motion Picture and Television
Producers, on behalf of the Producers it represented in negotiations for a successor
agreement to the 2006 Producer - IATSE Basic Agreement (collectively “the parties”),
concerning the application of the 2009 Producer — IATSE Basic Agreement (hereinafter
“the Basic Agreement”) to the exhibition on the Internet, mobile devices (such as cell
phones or PDAs) and any other new media platform known as of August 1, 2009
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(hereinafter collectively referred to as “New Media”) of theatrical and television motion
pictures, the principal photography of which commenced on or after February 1, 1973."2

1. 1f the Consumer Pays

a. License for Limited Period or Fixed Number of Exhibitions

When the subscriber pays for the program either on a subscription or per-
picture basis, and when the payment is in exchange for the right to view
the motion picture for a fixed and limited period of time or a fixed number
of exhibitions, the Producer shall pay to the Motion Picture Industry
Pension and Health Plans five and four-tenths percent (5.4%) of
“Producer’s gross,” as defined in Paragraph 3 below,* subject to the
Producer’s right to prorate on a comparable basis as provided in Article
XXVIII of the Basic Agreement.

The parties agree that the residuals due under this Paragraph 1.a. shall be
payable in the same manner and to the same extent as applicable to pay
television and pay-per-view as provided in the following provisions of the
Basic Agreement (subject to conforming changes as necessary):

. Article XXVIII(b)(3)(iv) (foreign receipts);

' The payments provided for under this Sideletter shall only be due in connection with those
theatrical and television motion pictures to which the Supplemental Markets provisions of the Basic
Agreement apply. It is agreed that the proration provisions, and the understandings set forth in
subparagraph (g) of the Supplemental Markets provision, shall apply to any payments due under this
Sideletter.

? For “feature length primarily animated motion pictures,” as that term is defined in subsection
(H(1) of Article XXVI1II of the Basic Agreement, this understanding applies only to those feature length
primarily animated motion pictures produced and/or released on or after November 1, 1992, as provided
in Article XX VII(H))(2).

? In the case of feature length primarily animated motion pictures, the percentage payable shall be
two percent (2%) for those titles listed in subparagraph (B) of Article XX VIII(f)(2)(ii) and shall be three
and six-tenths percent (3.6%) for any such motion picture which has or had its initial theatrical release on
or after November 1, 1992,

* As bargaining history, this language is based upon the following model: studio licenses to
Movielink (formerly know as Moviefly) the right to transmit the motion picture on the Internet to the
viewer who pays Movielink on a subscription or per-picture basis. Such payment would enable the
viewer to view the motion picture for a fixed and limited period of time or limited number of exhibitions.
For example, if Columbia Pictures, through Columbia-TriStar Home Entertainment, licenses to Movielink
the right to exhibit a Columbia Pictures film, the residuals shall be based upon 100% of the license fee
paid by Movielink to Columbia-TriStar Home Entertainment for such picture.
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. Article XXVIII(b)(7) and (b)(10) (time of payment, payment
requirements and reporting);

. Article XXVIH(b)(11) and (12) (transfer and assumption); and
. Article XX VIII(c), (d), (e), () and (g).

b. Paid Permanent Downloads (“Download-to-Own” or “Electronic Sell
Through”) (“EST™).

The following shall apply only to motion pictures released after August 1,
2009:

If the consumer pays for an EST copy of a theatrical motion picture, the
Producer shall pay to the Motion Picture Industry Pension and/or Health
Plans 8.1% of 20% of “Producer’s gross,” as that term is defined in
Paragraph 3 below, for the first 50,000 units and 14.625% thereafter.

If the consumer pays for an EST copy of a television motion picture, the
Company shall pay to the Motion Picture Industry Pension and/or Health
Plans 8.1% of 20% of “Producer’s gross,” as that term is defined in
Paragraph 3 below, for the first 100,000 units and 15.75% thereafter.

2. If the Consumer Does Not Pay

Should the Producer stream a theatrical motion picture on a free-to-the-consumer
basis on advertiser-supported services transmitted via the Internet or mobile
device, it shall pay to the Motion Picture Industry Pension and/or Health Plans
5.4% of “Producer’s gross,” as defined in Paragraph 3 below.

3. “Producer’s Gross”

a. Definition

The term “Producer’s gross,” for purposes of all reuses in new media of
theatrical and television motion pictures made for traditional media (each
hereinafter referred to as ‘Such Picture’), shall be as defined in Article
XXVIII(b)(1)(ii).

When the “Producer’s gross” derived from new media exploitation is
received from a related or affiliated entity that acts as the exhibitor/retailer
of such Picture, then the “Producer’s gross™ received by the Producer from
the licensing of such rights shall be measured by the exhibitor/retailer’s

> For sake of clarity, “Producer’s gross” specifically includes advertising revenues when the
license, distribution, or other agreement provides for sharing in such revenues.
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payments to unrelated and unaffiliated entities in arms’ length transactions
for comparable pictures, or, if none, then the amounts received by the
Producer from unrelated and unaffiliated exhibitors/retailers in arms’
length transactions for comparable pictures, or, if none, a comparable
exhibitor/retailer’s payments to comparable unrelated and unaffiliated
entities in arms’ length transactions for comparable pictures.

b. Agreements and Data

On a quarterly basis commencing January 1, 2010, within ten (10)
business days after such request, the Producer shall provide for inspection
by IATSE’s designated employee or auditor, at Producer’s premises in
Los Angeles, full access® to all unredacted license, distribution, and other
agreements pertaining to new media exploitation of covered pictures that
were entered into during the immediately preceding quarter.” In any
subsequent quarterly inspection, the IATSE’s designated employee or
auditor may re-inspect any agreements previously inspected and inspect
any agreements not previously inspected.

Upon request, in a manner to be mutually agreed upon in good faith, the
Producer shall expeditiously provide, or make available, to the IATSE
data in its possession or control, or the possession or control of its related
distribution entities, regarding the new media exploitation of covered
pictures, such as number of downloads or streams by source and ad rates,
where relevant to the payments required under this Sideletter.

C. Recordkeeping and Reporting

Payment for exploitation of covered pictures in new media shall be due
sixty (60) days after the end of the quarter in which the “Producer’s gross”
from such exploitation is received. The Producer shall accompany such
payments with reports regarding the “Producer’s gross™ derived from such
exploitation, which shall be specified by medium and source whenever
reasonably possible and will be separated from revenues derived from
exploitation of Such Pictures in traditional media. Along with such
payments, the Producer shall provide the IATSE with unredacted copies of
all corollary distributor’s, subdistributor’s, and exhibitor’s statements
relating to the reported “Producer’s gross.”

S Full access includes access to all agreements, notwithstanding any confidentiality clause
contained therein, and access to all sideletters, exhibits, addenda, and other ancillary documents.

7 In the initial quarter, the Producer shall also provide the [ATSE with access to all said
agreements that were entered into between January 1, 2007 and September 30, 2009.
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When the Producer allocates revenues between new media rights and
other rights in any Such Picture, among new media rights in multiple Such
Pictures, or otherwise, it shall specify such allocation.

d. Confidentiality

The information provided to the IATSE by the Producer will be treated as
confidential and appropriate arrangements will be made to safeguard the
confidentiality of that information.

e. Reservation of Rights

With respect to theatrical and television motion pictures, the Producer has
agreed to a separate payment for this use in new media because exhibition
in new media is at this time outside the primary market. The Producer
reserves the right in future negotiations to contend that the pattern of
release has changed so that this use constitutes or is a part of the primary
market of distribution of theatrical or television motion pictures and that,
therefore, no additional payment should be made with respect to the
exhibition of theatrical motion pictures or television programs (including
those covered by this Agreement) in new media. The I[ATSE reserves the
right in future negotiations to contend to the contrary, and further to assert
that regardless of whether other exhibitions are or have become part of the
primary market, residual provisions for theatrical or television motion
pictures so exhibited should be improved.

Sunset Clause

The parties recognize that this Sideletter is being negotiated at a time when the
business models and patterns of usage of theatrical and television motion pictures
in New Media are in the process of exploration, experimentation and innovation.
Therefore, all provisions of this Sideletter expire on the termination date of the
Basic Agreement and will be of no force and effect thereafter. No later than sixty
(60) days before that expiration date, the parties will meet to negotiate new terms
and conditions for reuse of theatrical and television motion pictures in New
Media to be in effect thereafter.

The parties further acknowledge that conditions in this area are changing rapidly
and that the negotiation for the successor agreement will be based on the
conditions that exist and reasonably can be forecast at that time. For example, the
parties acknowledge that with respect to the formula in Paragraph 1.b. for
electronic sell-through of theatrical and television motion pictures, the growth of
electronic sell-through could adversely impact traditional home video sales. In
future negotiations, the parties agree that the criteria to be considered in good
faith in determining whether the electronic sell-through residual should be
increased or decreased include patterns of cannibalization of the home video
market and changes in the wholesale price.
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I1.

Add a new Unpublished Sideletter to the Basic Agreement entitled “Unpublished
Sideletter Regarding New Media Exhibition:”

“UNPUBLISHED SIDELETTER REGARDING NEW MEDIA EXHIBITION

“During the negotiation of the 2009 Producer — IATSE Basic Agreement, the IATSE and
the Producers discussed the nature of distribution via new media. In particular, the
Producers compared new media to basic cable distribution. The Producers stressed that a
new media exhibitor might work with a third party in the same way that a cable network,
such as FX, works with MSOs to exhibit programs. The IATSE acknowledged that it
considers new media exhibitors such as hulu.com to be exhibitors, and not distributors,
and that analogous situations to the one in basic cable would be treated the same —
namely, that the third party would be considered an exhibitor and would not make the
initial exhibitor a distributor.

“In addition, the parties agree that the language in Paragraph 1.a. of the Sideletter re
Exhibition of Motion Pictures Transmitted Via New Media, which was changed in the
2009 negotiations, is not a substantive change from the corresponding language that
appeared in the same sideletter in the 2006 Basic Agreement.”

FOR THE ALLIANCE OF MOTION PICTURE & TELEVISION PRODUCERS, ON
BEHALF OF THE COMPANIES LISTED ON EXHIBIT "B" ATTACHED HERETO
AND THOSE PRODUCERS WHICH HAVE EFFECTIVELY CONSENTED TO BE
PART OF SAID MULTI-EMPLOYER BARGAINING UNIT

Date:

J. Nicholas Counter I1I, President

FOR THE INTERNATIONAL ALLIANCE OF THEATRICAL STAGE EMPLOYEES

AND MOVING PICTURE TECHNICIANS, ARTISTS AND ALLIED CRAFTS OF THE

UNITED STATES AND CANADA

Date:

Matthew D. Loeb, President
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