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The Annual Report 2006 is now in front of us. After
several years' continuous increase. MCSC was encountering
with its first decrease of licensing fees. In 2006, MOSC's total
income amounted to BRMB 45,090,000, compared with the
income of the year 2005, RMB 64,405,700, there was a net
decrease of 29.99%. So this is a depressing annual report

indeed.

For all the stuff of MCSC, the year 2006 was the hardest
time since the foundation of the society. With the hard work
and everyone's efforts, we could expect a much better result.
However, everything can not go in a plain sailing way. MC3C's
career is also the same and will not go smoothly always, The
two major reasons of the decrease were: firstly, some
international publishers entered into the music market of China,
and took back both the right of reproduction and
communication, which led to the society's income decreased
nearly RME 10,000,000; secondly. the disputes as well as the
adverse impact caused by the publishers’ entry into the KTV
markel which had been charged by MCSC only led to a loss of
KTV licensing about EMEB 5,000,000,

Although the decrease needed to be distributed mainly to
the international publishers, which would not impact
materially on our members” rovalties, we still felt apologetic

and had to apologize to the members.

The decrease was of course a bad news, but if we could deal
with it properly, decrease could also make advantage.
Frustration could let us keep a clear head, thereby we could
adjust our working thought in time and ensure our stratagics
more accurately: frustration could also train the team and make

our stuff adapt the change of the music market much better.

Today, we can not make the conclusion that the decrease of
licensing has already reached the bottom, there may be an
inertia and we may still be in a decreasing cycle, however we
have set up the confidence to overcome the difficulties, and we
have already taken effective action. We believe that with our
hard work and the support from our members, MCSC will have

another bright future!
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Our Service

In 2006, MCSC was faced with great stress which did not appear ever before. If we expected to achieve the strategetic
goals set by the Board at the beginning of the vear, and accommodate to the new developing trend of CMS, the ordinary

waorking idea was obviously unpractical.

So we exactly forecasted the music market, adjusted our working thought in time, and finally fizured out our persistent
serving thought of 'serving members, serving music right holders, serving thepublic' as a specific and basic principle--

‘Service', According to this principle, we will keep on providing multiple, professional and worldwide service,
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Statistics of MCSC Licensing Income of 2006
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Major Business
Licensing Business
In 2006, the total licensing income of MCSC was RMB 45,090,000, including:
Performance right licensing: RMB 27.870,000;
Reproduction right licensing: RMEB 13,740,000;
Affiliated Foreign Societies: RMB 3,480,000
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Statistics of MCSC Membership in the Past Years
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Annual Gross Revenue, Net Distributable Income and Expenditure From 1996-2006
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0068, h2o B 08 ETITO6A, BWEFE By the end of 2006, the total number of MCSC W06E, theblENEEASERFSRET MCSC made distribution in more strict rules for 7 times in

BLEEZFRAFE, FESBAHSISA.

membership reached 4706, 533 new members included.
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Legal Work

Im 2006, MCSC put more attention on the legal work.

23 lawsuits were taken,

Although the number of the lawsuits did not grow
much, MCSC got much more Licensing fees
(RMB 280,000} for members and the cost of the lawsuits
was only RMBGOO,000
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Business Development

In 2006, MCSC started up many important projects.
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KTV Licensing

Because of the cooperation problem with CAVCA (China Audio-Video Collective Administration), MCSC's KTV
licensing business failed to be a planned and significant increasing point in 2006, But in long-term consideration

cooperating with other related associations, including entertainment industry etc. is no doubt an active and advantaged

way.
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DRM

At the beginning of 2006, MCSC entered into the exploitation of DRM system. This system was made up of 3
subsystems, " Music Online Register Platform . ° Pirate Hunter Search Engine " and * Music Online Exchange
Platform " . DRM system would be used for developing digital management of members' work, legitimating of music
works trading and improving the efficiency of internet pirate Searching. The system will play an important role in the new

digital times,

WWWw.mcsc.com.cn
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WWW.mcsc.com.cn

The two adjustment work of MCSC's website were
finished inm 2006. The first one included perfecting the
function of a collective management socicty on the
wehsite and the second one was made for providing
better service to MCSC's members. In future MCSC's
website would play the role of * online service
window " to provide more excellent service to our

members, users and the public.

WWW. MCSCc. com. en
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Broadcasting Right

It was a pity to say that the problem of broadcasting
right had not been solved in 2006 although it is the main

right managed by MCSC. In 2006, MCSC submitted

* the draft of broadcasting Licensing tariff statutory on

recording productions by TV and Radio Station " to the

Legislative Affairs Office of the State Council of China,

But by now there was not any material result on the
problem vet. Anyway, MCSC had always been ready to
challenge the great difficulty .We expect good news on

solving the problem next vear,
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Mesc in the'CCI Exhibition’

MCSC and the Industries

In 2006 ,with lots of difficulties MCSC tried to find a
new developing wayv to its work, So MCSC cooperated
with related industries for offering professional and
multiple service to the public, and successfully showed
its influence in the field of copyright, MCSC promoted

itself simultaneously.

MCSC and the Beijing

Olympic Committee
MCSC assisted the Beijing Olympic

Committee to make the solicitation
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campaign of Olympic songs overseas,

which helped to establish the possibility of the further

cooperation between the two partics

MCSC and the 'Chang E No. 1'

As requested, MCSC helped the Commission of
Science Technology and Industry for National Defense to
solve the copyright problem of 30 Chinese-typical songs
taken by the China's first artificial moon satellite * Chang

ENo.1".

MCSC and 'the Cultural and Creative

Industry Exhibition’

As the representative of copyright field, MCSC ook
part in ° the first China Beijing International Cultural
and Creative Industry Exhibition ' as the * cultural

industry service provider '
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Signing RRC with JASFAC

International Affairs

the Affiliated Foreign Societies

By the end of 2006, there had been 50 affiliated
foreign societies signed the reciprocal representative

contracts with MCSC.

the " Asia- Invest Project ”

Under the fund of the European Committes and with
the support of the National Copyright Administration of
China, in 2006 MCSC cooperated with SABAM (Belgian
Society of Authors, Composers and Publishers) and
MCPS({ Mechanical Copyright Protection Society of
Ireland ) on the project of strengthening establishment
and further development of CMS in China, which played
the role of promoting the development of CMS in China

and gained great support from international societies.

Joining BIEM

In 2006, MCSC submitted an application to BIEM
membership and the related documents for application,
Now our BIEM membership is in the process of

verification,
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Performing Mechanical Performing Mechanical
Rights Rights Total Rights Rights Total
Division Division Division Division
INCOME RO | EEML | B | RER | Bl
PERFORMING-LOCAL FTEHR-EMA 4376.05 4376. 08 2Z787. 44 2787, 44
-OVERSEAS —i ah 399, 57 399. 57 347. 81 347. 81
MECHANICAL g H 1664. 95 1664, 95 1373.9 I373.9

BASit 4775.62 1664.95 6440.57 3135.25 1373.9 4509.15

ADMINISTRATIVE

EXPENSES ITEFE 89519 166. & 1061.69 574.88 13B. 54 723.42

EXCESS OF INCOME WEES

OVER EXPENDITURE 3BB0.43 149B8.45 5H378.88  2560.37 1225 36 AT85. 73

NET DISTRIBUTABLE BEEH _
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Finally. MCSC should say thanks to the users who gave respect to the
creators and their copyright. We also thank them for the support to
MCSC's work by their practical action. Let all of us expect for a

remarkable success in 2007,

2006F ENERERR

MCSC thanks to the following users:
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