Legal Structure of a Music Licensing Business
Music Licensing Overview

Music licensing is the process of granting permission to third parties (e.g., TV networks, film studios, advertising agencies, etc.)
to use your music for specific purposes in exchange for an upfront ‘Synchronisation’ fee and ‘backend’ performance royalties. A
solid legal structure is necessary to ensure proper protection of rights, revenue collection, and clear terms with all parties
involved.

Working with Performance Rights Organizations (PROs)

PROs (such as PRS in the UK) help music creators collect performance royalties whenever their music is publicly performed. This
can include radio airplay, TV shows, live performances, and more.

Key PRO Functions:

e  Royalty Collection: PROs collect performance royalties from broadcasters, venues, and other users of music. They then
distribute these royalties to songwriters, composers, and publishers based on the usage of their music.

e  Membership: If you're a songwriter/composer, you should be a member of a PRO to ensure you collect royalties when
your music is used in public performances.

e International Reach: PROs often have reciprocal agreements with other international PROs, meaning that when your
music is used outside your home country, royalties can still be collected.

Music Publishing and Sub-Publishers

A music publisher is responsible for promoting and managing your music catalog and securing licenses for various uses, such as
film, TV, advertising, or corporate use. The publisher may work with sub-publishers to expand the reach of your music in specific
territories or industries.

Music Publisher's Role:

e Licensing Your Music: Publishers actively license your music to different media companies (film studios, ad agencies,
etc.). They negotiate contracts on your behalf, ensuring that you get paid for every use of your music.

® Royalties: The publisher will collect royalties from all sources and typically takes a percentage (usually 50%) as their
share. They distribute the remaining royalties to you, the creator.

Sub-Publishers:

e  Territorial Representation: Sub-publishers are partners that represent your catalog in regions or countries where you
do not have a direct presence or expertise (e.g., Asia, Europe, etc.).

e  Revenue Split: Sub-publishers generally take a 10-20% cut of the revenue generated in their region, with the
remaining 80-90% going to you and your main publisher.




Licensing Agreements

When licensing your music for use in media, the agreement defines the terms of use, fees, and distribution of revenue. This is
crucial for ensuring that both you and the licensee understand what is allowed and what is not.

Key Components of a Music Licensing Agreement:

e Type of License: Clearly specify whether the license is exclusive (only one party can use the music) or non-exclusive
(the music can be used by multiple parties).

® Scope of Use: Define where and how the music will be used (e.g., TV, film, advertisement, online content). Include:
Licensing Fees: The fee for using your music should be agreed upon up front. This can be a flat fee, or based on a
percentage of revenue generated by the music's use.

®  Royalties: Define the royalty structure if applicable (e.g., performance royalties via PROs or mechanical royalties for
physical distribution).
Payment Terms: Outline when and how payments will be made (e.g., upfront, quarterly, or based on usage reports).
Exclusivity: If the license is exclusive, ensure that the terms specify that the music cannot be licensed to others in the
same space or medium.
Territory & Duration: Clearly define the geographic territory and the duration of the license.

e Credit & Attribution: If the licensee must give credit to the artist or composer, specify how the credit will appear (e.g.,
in film credits, on album liner notes).

Other Types of Music Licenses

e  Sync Licensing: A synchronization license allows a film, TV show, or commercial to use your music alongside visual
media. This type of license is crucial for revenue generation from film and TV placements.

e Mechanical Licensing: If your music is being reproduced on CDs, vinyl, or in digital formats for sale, you’ll need to grant
mechanical licenses.

®  Royalty-Free Licensing: This model allows you to license your music for a one-time fee, often for use in commercial or
online media. However, this means the music is used without ongoing royalties.




