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Foreword

In 2007, MCSC's total income amounted to about RMB 41.2671 million, a little higher than the budget
made earlier this year. All staff of MCSC tried their best and left no regret although the result is not so
satisfying.

Today, considering the condition surrounding us still keeps stagnant, we can not say that we have been
far away from the continuous decrease of our income. The traditional music publishing market still keeps
declining at a speed of 5% to 20% every year; the online music and mobile ringtone market do not
flourish any more like before; the use of our members' works reduces constantly; the resolution of the

broadcasting right tariff seems infinitely far away---

In light of the above reasons, still MCSC will have to face great challenge although the 2008 Beijing

Olympic Games will maybe bring additional income.

However, to summarize our working experiences and lessons during the past decades, it is gratifying that
MCSC have come to understand the basic development direction in future: “ONE WALKING OUT
AND TWO ADAPTATIONS” , that is walking out of rigidity, adapting for China's situation and the
music market. For more than one year MCSC have finished its changes and adjustments for its principle,
strategy and organization, and obtained a good result: our staff work more and more efficiently. Thus

MCSC will have a bright prospect, no matter what difficulties we will meet in future.

In 2007, MCSC held the General Assembly by mail. During the period most of members had given their active
evaluation on our work which moved and encouraged our staff very much. In this annual report MCSC listed
questions and opinions from our members, among which we have answered the questions and will adopt the

opinions in our work or made them as reference depending on our specific working situation.

Considering most of our members' feedbacks were to encourage and inspire our staff on the General
Assembly, so MCSC decided not to send members the feedback forms except in the election year.
Members can give their thoughts and opinions by letter, email, phone and so on every year based on

MCSC's annual report, for which we will make feedbacks in the next annual report.
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Business & Operation
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Licensing Income

In 2007, the total licensing income of MCSC reached RMB 41.2671 million, including the

following items:

RHpRAE
Live Performance 5.4%

ESEINTISS
Sister Societies 8%

SRE R

Background Music 53%

o)

i:‘&
Internet 3.8% -

ED 218 Sound Recording 25%
Book 1% Video Recording 0.6%

N =
Movie 1.8% Advertisement 1.4%

2007 FHTHRANFRER
Statistics of MCSC Licensing Income of 2007
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Membership

By the end of 2007, MCSC had owned over 5000 members, the accurate number was 5074
including 368 new members joined MCSC in 2007. They are 109 composers, 240 lyricists, 11

heirs and 8 publishers.
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Documentation

DIVA IE35 55 SCIRE S BRI U7 Th 48
DIVA's New Function

In 2007, under the assistance of CASH (the Composers & Authors
Society of Hong Kong Ltd), MCSC added audio works into our
database DIVA. So now we can provide audio works searching
which will give more professional support for our licensing and
distribution work. By the end of 2007, there had been more than
2400 musical audio works in DIVA.

In addition, MCSC established a database of Chinese music works
with more than 78000 original works (including more than 2400
works of MP3 format mentioned above) of our members on the
MOEP (Music Online Exchange Platform) ON our website, which

2007 &4z « 08
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Distribution

MCSC conducted distributions for 7 times in 2007. Also, some payments were made in time on

demand of some members.
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Legal Work
In 2007, the total compensatory and licensing fees MCSC won through 22 lawsuits were

RMB 540,000 received with RMB 115,000 not received. Almost all the costs of the lawsuits

can be supported by the courts.
09 « 2007 Annual Report
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Walking Out and Making Adaptations
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The year 2007 is the 15th year since MCSC was founded. On the basis of analyzing and
summarizing the experiences during the past 15 years, MCSC has sublimed our persistent
serving thought, ‘serving members, serving music right holders, serving the public’ to a
whole new principle as  ‘Walking Out and Making Adaptations’ . We should change our

working ideas in time and make ourselves to adapt the situation of China and the music market.
In 2007, MCSC has successfully made all the practice following the new principle.
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, BRAEMAEDEEEMKHET,

Background Music Playing System

In 2007, MCSC made active efforts on background music licensing.
After researching the specific demand of background music users
and judging the related resource MCSC has, we have developed a
convenient and professional ‘Background Music Playing System’
for the users under the support of a technical company.

Beijing, Shenzhen and Hangzhou are the first three cities where the
system has been used. After the probation, the system will be

promoted to all over the country.
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MCSC and R2G

MCSC and the leading digital music distributor, R2G have
announced a strategic partnership in 2007.

With R2G's advanced digital music distributing skill, MCSC will
help the right holders to enjoy more royalties and provide more
efficient collective management.

This new model will be built as a strong and viable digital music
distribution model while reducing the level of digital music piracy
in China. It is also a good proof that MCSC is running closely in

accordance with the new principle.
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Headlines in 2007
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MCSC and BOCOG Reach to a Strategic
Cooperation

On Nov 8th 2007, MCSC & BOCOG (the
Beijing Organizing Committee for the Games
of the XXIX Olympiad) together held a press
briefing to set out a copyright protection plan
of the music used for next year's Beijing
Olympic Games.

Let the Olympic music be well protected is

absolutely not a slogan. MCSC was, is and

will be full of confidence to make sure that
the music works licensed through our
professional management and the social

support.

hhEBREEMERTXHEAKXS

2007, MEBRUBRARBAERRE, SRS E2ENPEORBERAGZEE T (ENS
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Another Successful General Assembly

MCSC held another General Assembly by mail in 2007. All the feedbacks have been seriously

classified. The details about this meeting will be undermentioned.
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MCSC Becoming a Non-Voting Member of BIEM

MCSC became a non-voting member of BIME with the decision of the BIEM General
Assembly in Brussels on 1st June 2007. Joining BIEM means that MCSC has got more
sufficiently internationally= recognition in the field of copyright collective management and will
gain more international supports and helps in future.

By email

Mr Jingming QU
mMcsc
5/F Jing Fang Building, n® 33

Dong Dan San Tiao
Beijing 100005

Neuilly sur Seine, 19 June 2007

Dear Mr Qu,

With this letter, I would like to formalize the decision of the General Assembly in Brussels
on 1% June 2007 to accept the admission of MCSC as a non-voting member of BIEM.

As a new member you will be entitled to a personal access to the BIEM website on which
you will find general information about BIEM such as the schedule of upcoming
meetings/committees and the latest news headlines, information on all the societies
ranging from contact lists of all BIEM societies’ staff working in the Mechanical Right
department plus documentation on licensing conditions and market data. You will also
have access to a number of important documents including contracts, list of signatories
to the Standard Contract and Pressing Contract and some useful audit documentation.

You will receive shortly an ID and password to the site, and should anyone else in your
society need an access, do not hesitate to ask us.

With best regards,

e

Ronald Mooij
Secretary General

Cc: Mr Bryan Lam

20-26 Boulevard du Parc - 92200 Neuilly sur Seine
Tel: (33) 01 55 62 08 40 - Fax: (33) 01 44 55 62 08 41
Mail : info@biem.org - URL: www.biem.org

13 « 2007 Annual Report
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The 2th Cultural and Creative Industry Exhibition

Since the first Cultural and Creative Industry Exhibition last
year, MCSC attended the Exhibition again in November,
2007.

During the period of the 4—day show, MCSC introduced to
the public its MORP (Music Online Register Platform), the
Program of Olympic Music Copyright Protection
cooperated with the Beijing Olympic Committee, the
licensing for musical works in China's first artificial moon
satellite “Chang E No. 1" and so on. The Exhibition
aimed at promoting MCSC's social recognition and
influence, publicizing copyright to the public, improving the
public's consciousness of copyright in order to protect
music copyright owners' legal rights and interests
effectively.
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Broadcasting Right

In 2007, the Drafted Tariff for Record
Productions Played on Radio Broadcasting
Station and TV Station made by the Legal
Office of the State Council was still in the
process of asking for opinions. As the

faithful service provider of music copyright

owners, MCSC was shooting for a higher
tariff.
Although we know that it is hard to predict

15 « 2007 Annual Report
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International Affairs
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Sister Societies

MCSC had signed reciprocal representative contracts with 51 overseas sister societies by the
end of 2007.

“IEPERFERAARR—PRRGERHEAESETE”
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TUESN, RN ERIFTEERN —FNIMEBE® L TREBTS,

The Project of Strengthening Establishment
and Further Development of CMS in China

A delegation composed by 9 colleagues from the

copyright collective management organizations in China (including 5 staff of MCSC) made a 13-
day visit in Belgium, Ireland and France in June of 2007.

This visit belonged to the Project of Strengthening Establishment and Further Development of
CMS in China under the Asia—Investment Project, which was funded by the European Union,
supported by NCAC (the National Copyright Administration of China), and operated by MCSC
and SABAM, also this visit marked that the Project had been finished successfully.
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The Legal Experts of London Olympic Committee visiting
MCSC

In September of 2007, a delegation of the 2012 London
Olympic Committee led by its chief legal expert Ms. Terry
Miller. visited MICSE, accompanied by the related officials of
Beijing Olympic Committee. They were introduced something
in details about the-situation on solving the music copyright of
2008 Beijing Olympic Games.
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MCSC's General Assembly in 2007
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2007 was a difficult year for MCSC, but each letter full
of sincere thanks, meaningful suggestion and so on
from our members brings us warmness, confidence
and encouragement! We thank you for your support
which is the strongest and the only power for us to
face all the difficulties. We will continue to work
harder and harder for you.

Based on studying and analyzing all the feedback
letters, we have divided the information into thanks,
suggestions and questions with our answers as

follows:
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* PRETHEILERPOMIK ERH A ERARTF RS RAREH;

* MERETUNAZ RBAFR, WEHT A2 REEZENZRETE;

* WM O ERIZE, RS RiEthEE B 1EKE;

* WM EHEE. RBEENEARRETRNFES,

* BUBEBFERLFIEEINES S REIBION;

* PEWILZETUHRZRBA RS ROERXRER

* DERETUEIDRIHY, EMNBHI RTINS TAFES,

* B ESEEETHREL, EEXNNEFERAERBE SEAS ST,
* MEEETUFBE RMEMAELEILRS

* MEETITUFFBE RIRFAEAELEERS

* BWEFTEFRES RME@BBAERTE, A5 KMEEHTHHULEIERHSE,

* R EVEEEERERRNEN, SEEARMARE—NXFHSEARMETE,

* HEREY T RIT S REENTANIIRE R,
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When this annual report is completed, Chinais facing a rather

important timein therelief work after the earthquake disaster on May 12th
in Wenchuan Sichuan Province. MCSC showed its great passion and
socia duty intherelief work. Asamembership society MCSC focused on
safety of 200 membersin quake-hit zone and after more than one month’
s hard work, we have got connection with them again. Its very lucky that
all the 200 members are safe with no casualty. We have sent our deeply
solicitude'and condol e to them on behalf of the Directors on Board, al the
other members and the staff of MCSC.

MCSC will go on carrying forward the spirit in earthquake relief in

future.

MCSC
2008 summer
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