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« The following are extracts of the main standard clauses which are usually included in a typical film production
partnership ( “Production Partnership”*) agreement with important points to consider. They are based on the
assumption that the governing law will be Japanese law: they may not be applicable to agreements governed and
construed by the law of a different country. These clauses may be amended or subject to the exercise of an option
before they are finalized, depending on the commercial background and other details relating to each particular
agreement.

* The Production Partnership is a consortium formed and financially contributed by various companies including a
television broadcaster, a film distributor, a film production company, a publisher, an advertising agency and a video
production company with a shared aim to jointly operate to produce and exploit a film. In most cases, it is in the form of
a partnership under the Civil Code (voluntary partnership); although the members are usually not individual persons, the
legal structure is considered to be a partnership, not a joint venture, unless otherwise agreed between the partners.
Partners decide matters of the Production Partnership by counselling each other and reaching an agreement. Partners are
co-owners of any right relating to the Production Partnership including copyright: each partner owns undivided interest
with no right to assign or sever one’s interest unless otherwise agreed between the partners.

1.General clauses:

-Agreement objectives: The agreement should expressly state that each partner jointly contributes to the partnership, jointly
operates the business and makes decisions of film production and exploitation, and that the profit will be distributed according to the
percentage of contribution by each partner (This is a requirement under the Financial Instruments and Exchange Act).

-Film: Information about the film to be produced (including the title, source material, script, director, cast, running time, and other
specifications) is generally set out in this clause.

-Confidentiality: The agreement should include a confidentiality clause which prohibits the partners from disclosing any confidential
information (including the terms of this agreement and any confidential business and technical information of the partners) to any
third party without the prior written consent of the other partners.

-Term: The term of the agreement usually runs from the date on which the parties enter into the agreement until the date on which
the copyright covering the film expires.

-Liquidation: Procedures for withdrawal from the partnership and any resulting liquidation/dissolution should be set out. It is
Important that the agreement provides whether a withdrawing partner will be reimbursed for their contribution upon withdrawal.
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-Consultation: There is usually a clause which states that any dispute over issues which are not expressly provided for in the
agreement shall be resolved by mutual consultation among the Production Partnership partners.

-Governing law and jurisdiction: Japanese law is chosen as the governing law in most cases because the Production Partnership
scheme is used almost exclusively in Japan. The parties to the agreement will often decide in advance which particular court will have
exclusive jurisdiction in the first instance in respect of any disputes which arise out of or in connection with the agreement.

2.Financial contribution

-Capital contribution ratio:This clause should provide, among other financial information: (i) the ratio of each partner’s capital
contribution to the total production cost (the “capital contribution ratio”); (ii) the deadline for payment of the contribution; and (iii) how the
Production Partnership manages any failure by a partner to pay its contribution.

3.Film production

-Production outsourcing: This clause should provide that the Production Partnership or a partner delegated by the Production
Partnership (usually the organizer), will enter into a production outsourcing agreement with a third-party production company to produce
the film. Alternatively, the agreement may provide that one of the partners of the Production Partnership will produce the film.
-Production cost: This clause should provide a breakdown of the production budget. It often also provides a mechanism to deal with
any print, advertising and/or production costs which are over the production budget.

-Production responsibility: This clause should provide that a partner who is delegated by the Production Partnership to produce the
film undertakes to complete and deliver the work by the agreed deadline.

-Rights management: A partner who is delegated by the Production Partnership to produce the film should provide an undertaking to
obtain a license to any rights necessary to exploit the relevant film, including copyright and publicity rights.

4. Rights and licences

-Licences: The organiser should provide a warranty that the relevant rights holders, including the owner of the copyright in the source
material or script, have granted all necessary licences to allow the Production Partnership to produce the relevant work and exploit it.
-Ownership of rights:The agreement should set forth which parties will own the copyright and other intellectual property rights in the
film. Typically, rights in the film are co-owned by the partners to the Production Partnership, with each partner owning a pro rata share
based on the proportion of their contribution.

-Assignment: The agreement must provide that each partner is prohibited from assigning any of its rights under the agreement (or other
dealings such as a pledge) to any third party unless all partners of the Production Partnership unanimously approve such assignment
(This is a requirement under the Financial Instruments and Exchange Act).
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5.Exploitation of the film

-Negotiation of exploitation rights: One or more of the partners is generally delegated by the Production Partnership to negotiate with
third parties the grant of rights to exploit the film in Japan, including screening, TV broadcasting, producing videogrammes,
merchandising, publishing and automatic public transmission, the rights to exploit the film outside of Japan. The partner who will be
responsible for negotiating each such right is usually designated in the agreement.

-Commission fees for negotiation of the exploitation rights: The agreement often states whether commission fees shall be paid to
the partner negotiating on behalf of the Production Partnership and whether and which ‘off the top expenses’ shall be deducted.
Commission fees are generally calculated as a percentage of the profit derived from exercise of granted exploitation rights.
6.Accounting

- Income of the Production Partnership: The income of the Production Partnership usually refers to the profit after deducting
necessary expenses, including the commission fees for negotiation, copyright licenses, Print and Advertising costs and contingent fees
payable under the agreement. The agreement typically specifies how and when such income shall be distributed to the partners. It is
often provided that each partner shall produce a report setting forth the necessary expenses incurred by them in order to keep the
accounting transparent.

-Commission fees to the organiser: Commission fees may be paid to the organiser. The organiser usually bears the pre-production
risk and costs, and often guarantees the production and/or warrants that necessary licences have been obtained.

- Accounting and audit:Accounting and audit: It may be provided that an accounting showing revenue and expenditure, records of
account and contracts concerning the production and exploitation of the film shall be maintained at a place of business of the Production
Partnership (often that of the organizer) and each partner is entitled to inspect such records when necessary.
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