








Record companies pay an "artist royalty" for records sold (see above). The record company is also
obligated to pay a "songwriter royalty" for each record sold which is called a "mechanical royalty". This
mechanical royalty is addressed in the controlled composition clause ("CCC").

The CCC limits the number of songs the MRC will pay a mechanical royalty on (for full albums: 12
songs) and the amount the MRC will pay per song (currently 7.4 cents per song). The CCC clause also
typically reduces the per song rate by 25% to 5.5 cents so in effect the total payable by the MRC is 66.6
cents (12 x 5.5). If your albums contain more than 12 songs the MRC will only pay 66.6 per album.
Finally, if your albums include many outside writers the MRC may pay the outside writer full rates first
and only give you the surplus remaining from the 66.6 cents.

For example:

On a 14 song album:

Record obligates itself to pay: 66.6 cents per album

Outside writers are paid for writing 4 songs: 29.6 cents per album @ 7.4 cents per song
Remaining mechanicals for artist/writer: 37 cents per album 3.7 cents per song

This is a key clause because this mechanical royalty income is not cross-collateralized against unrecouped
amounts; therefore, the artist/writer actually receives mechanical royalty income despite the artist/writer’s
recoupment account with the MRC.

Video Budget
MRC’s will normally guarantee a minimum of 1 video per album at $50,000 minimum per video. Video
costs are normally 50% recoupable as opposed to 100%.

Tour Support
MRC’s will normally guarantee a minimum amount of tour support per album at $25,000 per album. Tour
support costs are normally 100% per recoupable.

Off-Stage Sales/Equipment/Miscellaneous

There are many other items that you may want to explore in your recording agreement. Some artists are
successful at maintaining their right to purchase CD’s from the record company to sell off-stage. Other
artists convince MRC’s to provide funds for the artist to purchase recording equipment.

There are many, many other issues that will be addressed in the long form recording agreement which
often runs from 50 to 100 pages such as website rights; artist name rights; leaving member clauses;
‘marketing restrictions; accounting provisions; and standard boilerplate indemnity and
representation/warranty language.

I hope these articles have provided a basis for understanding the many complex issues found in these
agreements.
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