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"é@ The Music Copyright Society of China

ve years. The

nt reaches RMB 48,128,200, a net increase of 75% over the last year

Last year saw the disputes over Karacke and MTV, which have already
produced negative effects upon the work of the Society, and will continue to do so
although it is presently impossible to see to what extent these effects will develop
in the future.

In 2004, MCSC strengthened the work of its local offices. To enlarge the scope
of licensing and normalize organizational operations and practices are the two
objectives that MCSC has been pursuing at the same time.

The meeting of the CISAC Asia-Pacific Committee that took place in Beijing
in December 2004 was satisfied with the achievements of MCSC, but expressed
regret and concern over the unsettled matter of the right of broadcasting.

In December 2004, MCSC was granted by the Ministry of Civil Administration of
China the title of "Advanced Civil Organization in China”. On December 10, the
society received a plaque of honour from state leaders at the Great Hall of the

People, the highest honour MCSC has obtained since it was founded.



Description of Major Business

A. Membership Affairs
The membership of the Society has increased steadily since 1993. In 2004, 535 new members were admitted.
By the end of 2004, the total members of MCSC have come to 3,637, including 2,219 composers, 1.282 lyricists,

112 heirs, 22 publishers and 2 others.

Statistics of MCSC Membership in the Past Years

B. International Affairs

In January 2004, MCSC signed the reciprocal representation agreement on the right of mechanical reproduction
with Russian Authors’ Society (RAO). following the signing of the reciprocal representation agreement on the right
of performance by both sides in 1995. Up to now, MCSC has signed a total of 63 reciprocal representation agreements
with music copyright societies in 42 countries and regions on the right of performance, the online amendment and
the right of mechanical reproduction

In October 2004, MCSC participated in the CISAC 2004 World Congress in Seoul, Korea.

In 2004, MCSC made overseas distribution of RMB 3.615.000 as licensing fees. an increase of 23% over the last
year. The amount of licensing fees distributed to MCSC by foreign societies in the same year reached RMB 4,784,000,

an increase of 88% over the last year.

C. Licensing Business
The total licensing income of MCSC in 2004 came to RMB 48,128,200, an increase of 75% over the last year.
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1. Right of Broadcast

Although the Chinese Copyright Law as revised in 2001 stipulates that the authors enjoy the right of broadcasting,
MCSC so far sees no progress in levying for the right of broadcasting. Domestically, the Society has been positive
In requesting relevant government departments to formulate tariffs on levying for the right of broadcasting as soon
as possible, and has completed a market survey on domestic radio stations, TV stations, and CATV stations in terms
of their quantity and related data. so as to get ready for levying in all-round way for the right of broadcasting.
Internationally, CISAC and its Asia & Pacific Committee held several talks with the National Copyright Administration
of China and the General Administration of Radio. TV and Films, China with a view to promote the progress in
the right of broadcasting, expecting China to better fulfill its international commitments and safeguard the legitimate

rights of copyright owners,

2. Right of Reproduction

The income for the right of mechanical reproduction in 2004 came to RMB 14,383,000, an increase of 21% over
the last year. The increase was realized mainly in the aspect of mobile phone built-in music rings and also partly.
in that of Karaoke machines. On the other hand, the income from the traditional music market such as CDs. VCDs

and cassette tapes was basically on the same level as the previous year.

3. Right of Performance

According to the Society’s current statistic practices, the income for the right of performance should include live
performance, background music and internet transmission. The total income for the right of pertformance in 2004
reached RMB 28,961.100, an increase of 121% over the last year, with 45% increase in live performances, 61%
in background music. and 178% in internet transmission. The increases in live performances and background music
have been achieved due to the overall commencement of the work among the local offices. In terms of the right
of internet transmission. MCSC has been paying close attention to the developing internet music market, and making
considerable professional and financial input. The highlight of MCSC’s income growth for 2004 is embodied in
the remarkable increases in mobile ringtone downloading, internet audio service, on-line broadcasting and ringback

service.

4. Foreign Societies

In 2004, a total amount of RMB 4,784,100 was transferred from foreign societies, leading to the income growth

by 88%., mostly due to the increased distribution from Japan and Hong Kong,




D. Distribution

The total sum of distribution by MCSC in 2004, after deduction of management expenses, amounted to RMB
39,22.000, which includes RMB 11.51,000 for the right of mechanical reproduction. RMB 23.17.000 for the right
of performance, and RMB 4,54,000 for distribution from overseas income.

The distribution for the right of performance 1s made up of three parts: live performance, background music (mechanical
performance) and internet.

As the Society’s new distribution system was just adopted in 2004, new adjustments have been made to the distribution
timing. frequency and serial numbers.

Distribution to the membership now takes place for four times rather than twice in the past.

The serial number for the first distribution 1s M041, in which *M"” stands for the right of mechanical reproduction.
It was fulfilled in the first half of 2004,

The serial number for the second distribution is 1042, in which “I" stands for the right of internet transmission. It
was fulfilled in the first half of 2004,

The serial numbers for the third distribution are M042. PO41 and O041, in which “P” stands for the right of performance,
“" stands for overseas distribution,

The serial number for the fourth distribution is 1042 which is also for the night of mechanical performance. The
distribution in the second half of the year was for the right of internet transmission as well as for the right of mechanical
performance.

Distribution forms will be delivered to relevant MCSC members and a certain sum of distribution fund will be
deposited into their saving accounts at the China Bank of Construction.

As it usually takes some time to process distribution data, pay the income tax and complete bank transfers, the
distributions for 2004 therefore started in July 2004, and will be finished in June 2005.

E. Lawsuits

Four new lawsuits were taken in 2004, and 10 lawsuits taken in 2003 remain. Of them all, 12 have been closed and
2 are still in the process of trial. In comparison with the previous year, fewer lawsuits were taken by the Society, as
it 1s getting more careful in taking legal actions and making necessary strategic adjustments according to the current
legal environments and also on the basis of the Society’s experience of lawsuits over the past few years. The issues
on how to make the best use of legal procedures so as to promote the Society’s licensing work should be taken into

serious consideration in the years to come.

Miscellaneous

MCSC has now a staff of 38 persons. In 2004, two new local offices were established. making the local offices 19
in total with a staff of 81 persons.

Originally, the MCSC Head Office had a space floor of around 600 square metres. Recently, another 600 square

metres were added and will soon be put into use after ornamentation.




