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The 2009 Annual Report of MCSC now come out.

As expected in the 2008 Annual Report, “everything
indicated that the decline of our business was coming
to the end, so we can say that some of our license
work is getting better, and the year of 2009 will be

a year for transition.” The expected results indicate
that the “two adaptations” strategy, namely collective
management should adapt the national conditions and
the ways of working should adapt the market, taken
by MCSC from 2006 has achieved some positive initial

SUucCCeEss.

In 2009, MCSC’s total licensing collection was about
RMB 42.537million, up 15.32% over the previous

year. It is of great significance to realize this increase
under the circumstance of the global financial crisis
and continuous decline of traditional music market.
Not only does this performance make the continuous
decline of MCSC’s business coming to the end, but also
the great change it takes us suggests that MCSC will
start a new round of growth and it also means MCSC

becomes increasingly mature, energetic and promising,

Today, when I write this statement, I feel very delighted
and pleased. This kind of delight, on one hand, comes
from the foresaid expected transition and, on the other
hand, comes from the final solution of a big problem
which has failed to be solved for a long time, namely
the formal start of the broadcasting licensing work.

By any standard in the world, when a music copyright

society is capable of dealing with the broadcasting
licensing work, it marks, as it were, the mature of this

society.

In today’s market economy situation of China, culture
has become an industry and the music has become

a kind of commodity. Under the contradictory
circumstances in which on one side, the copyright
awareness of people is still not all roses and on the
other side, the internet makes the music go around
the whole world for a moment, you can imagine that
if there is no MCSC or MCSC is less mature than it

is now, then what a difficult situation will the music

copyright holders face?

It is often said that music is an all-pervading presence.
It indicates that people love music and the music
creators are also very proud of it. In commercial
society, music is also an all-pervading presence. It
means that music is creating value and many music

creators are living on it.

How could we, as such a group of music creators,
acquire our deserved interests fairly and dignifiedly?
Itis a problem that we always have to face for a long

time.

In the 30 years of reform and opening up, we saw the
development of national productivity, the progress of
our society and the establishment of the legal system,

but all of these things can’t spontancously ensure the

MCSC Annual Report 2009 « 3
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interests of each group in our society to be realized
equally. If there isn’t a series of effective systems to
realize the rights by which a fair share of social wealth
can be paid back to the music creators, the increase
of the amount of the musical works can’t ensure the

music creators to become richer.

Moreovet, in today’s market situation, what injures

the interests of the music creators is not only piracy.
Both the weak position of the music creators in the
music industry chain and the facts that some people
put the interests of the music creators on the opposite
position of the so called “national interests or public
interests” consciously or unconsciously make the
interests of the musical copyright holders more
vulnerable and easily be marginalized. There’s nothing
odd about this phenomenon that conflicts among
different groups come out day and day with further
development of our Reform policy, and it has become
a new feature of today’s Chinese society. Therefore,

to win over the common interests for a whole group
carries the great significance and influence which the

right defending for individual can’t reach.

Fortunately, after 18 years tough times, today MCSC
could shoulder the responsibility to safeguard the
group interests of the music creators and to realize the
interests of the music creators which arise from their
music works. It is a complicated system which could

interact with the music industry as well as the whole

society and could strive for a fair share of social wealth

for the music copyright holders.

I have always heard the words of praise from the
writers, photographers and film/TV artists to admire
the success reached by MCSC. All these praises are
something which we should be proud of and they
could motivate us to work harder. In fact, we strived
for the undertaking of music copyright collective
management for years because when we started this
undertaking 20 years ago, we had such a kind of
affection, namely “one sows and another reaps”.
When facing these reaps, we feel more grateful to our
era, to the understanding and support that all social
sectors have given us and to the solidarity, patience
and foresight of the massive music copyright holders.
We will do our best to realize the front goals that is to
make MCSC become an international advanced music
copyright society which will be more effective and

more transparent.

In 2010, there is an important work for MCSC—the
new round of election for Board of Directors. A part
of veteran comrades will retire from their current
posts and some younger comrades will take over their
jobs. I do hope, after the election, MCSC could extend
the glorious success which has been reached by the
veteran comrades and could become more positive and

energetic in order to achieve new success.

Wang Liping
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By the end of 2009 the number of MCSCs members
has increased to 5789, including 355 new members
composed by 139 authors, 200 composers, 11
successor members and 5 publishers.
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The Members” Communication Assembly for the Year 2009
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The Members Communication Assembly for the year
2009 was held through sending 2008 Annual Report
of MCSC to members. MCSCs all works, especially the
relief work for Sicuan earthquake-striken members
was introduced in the Report. Most of members
responded with satisfaction to support MCSCs work
in 2009,

MCSC Annual Report 2009 - 7
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Licensing Business
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Our total licensing revenue for the year 2009 is
about RMB 42537 million, which collected from
different rights as below:

Oy 5

RN

Performance right
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Mechanical reproduction right
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Overseas income
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Total revenue
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Documentation
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In February 2009, MCSC was approved as the
exclusive agent of ISWC (the International Standard
Musical Work Codel in mainland China by ISWC
International Agency - CISAC, to responsible for the
registration, distribution and management of ISWC
codes in mainland China.

ISWC identifies a musical work as a unique
intangible creation. It relates to the result of
an intangible creation of one or more people,
regardless of copyright status, distributions or
agreements that cover this creation.

ISWC for musical works specifies a means of uniquely
identifying a musical work as an intangible creation.
A musical work, in the terms of this standard, is

a result of an intangible creation of one or more
people (creators]; it is composed of a combination of
sounds with or without accompanying text.

As the ISWC agent, MCSC will be promoting its
efficiency of management and licensing work for
thousands of musical works in China under the
digital environment.

What is more, MCSC continued to strengthen the
supplements to the documents of Olympic musical
works, and communicate with sister societies timely
to guarantee the accuracy of overseas distributions.

MCSC Annual Report 2009 « 9
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In 2009, MCSC finished 7 distributions, of which the
total amount reached about RMB 4275 million.

MCSC kept improving the distribution system to
promote its efficiency:

[ Improving the DIVA System

Set up sub-system of payment to make foreign
remittance more convenient and make detail
statement of overseas distribution more improved to
reach the international standard; set up members
distribution payment system, which make members
to check their every distribution converniently.

II. Improving the process from distribution to
remittance

Make our process from distribution to bank
remittance automatic instead of input by hand
through adjusting computer programs and
application form for bank remittance; perfect the
bank application form for foreign remittance.

III. Improving distributions for rights

Further improved overseas distributions for
performing rights; distributions for Karaoke collection
would be made based on the works for practical
using; as the tariff for broadcasting rights had been
carried out at the end of 2009, we began to collect
and file documents of radio and TV programs to
make preparation for collection in the near future.
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FIHET, 200044 B I AT T T m'orel ra'nspfaren ‘ once again announced the
distribution information as below
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The amount ( taxes deducted, RMB | The number of members paid
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51-5000 2354
5001-10000 165
10001 - 50000 307
50000LA_E 110
More than 50000
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Note: The amount collected from Karaoke licensing is not included in the above statistics because of the delayed
offer of the songs list involved.

MCSC Annual Report 2009 - 11
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Explanation on the Karaoke Distribution

I The amount which have not been distributed
1. RMB 10 million for the year 2008

2. RMB 1362 million for the year 2009

II. The reasons for delay of distribution

I. Although the revenue for the year 2008 reached
MCSCs account earlier, the amount has to be
delayed to distribute because the works list had
not been provided by CAVCA ( China Audio-
Video Copyright Association ) for a long time;

2.In July of 2010, the amount for the year 2009
reached MCSCs account made by CAVCA with a
works list. As the quantity of works is huge, MCSC
has to take a longer time to finish the distribution
work.

[1I. About the works list

The works list provided by CAVCA was made by a
marketing survey company, which include about
96000 works with title and frequencies on demand
for every work, and is considered to reflect the
real using state of the works objectively.

For the convenience of checking and managing,
MCSC will make two distributions for the year
2008 and 2009 separately based on the above
mentioned works list.
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IV. The progress of MCSCs distribution work
1. The works has been checked:

2. The unidentified works has been sent to related
overseas societies for copyright confirmation;

3. In order to make related copyright holders
to get their corresponding payment, we are
preparing to put the unidentified works on
MCSCs website for copyright confirmation, and
allow the related copyright holders enough time
to confirm and register their works in MCSCs
Membership Department.

V. The timetable of MCSCs distributions

According to preliminary estimation, the two
distributions will be finished at the end of 2010,
and the detailed distribution statements and the
bank remittance will reach MCSCs members and
other related copyright holders at the beginning of
2011

MCSC Annual Report 2009 - 13
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In 2009, MCSC took 35 lawsuits and directed the
branch offices to do 13 local cases, through which
the amount of compensatory and licensing fees
including about RMB 1,260,000 (received] and about
RMB 270000 [not reached MCSC account) was
retrieved. For the lawsuits we expended more than
RMB 260,000.

On the demand of NCAC (The National Copyright
Administration of Chinal, MCSC was involved in

the investigation and study work of the present
status of music copyright protection under the
digital environment, which is the preparation for
the amendment to Copyright Law of China; MCSC
was also involved in the investigation and study of
legislation of industry associations led by the Legal
Office of the State Council
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The first lawsuit against infringement of background
music taken by MCSC to sue Beijing Merry Mart
Supermarket Co. Ltd was announced openly by
Beijing Haidian Peoples Court on January 6. Beijing
Merry Mart Supermarket Co. Ltd was claimed to
compensate MCSC for the related royalty fees as
well as the related expense incurred.

On January 14, following the agreements which
MCSC signed with the Hotels Branch of Beijing
Tourism Trade Association as well as Chongaging
Tourism Trade Association, another Music Copyright
Licensing Agreement between Shanghai Tourism
Trade Association and MCSC was signed. This
cooperation would play an active role in further
promoting copyright cooperation between industry
associations and copyright collective management
organizations.

January

MCSC Annual Report 2009 - 17



Y a vy =
R
Annual Affairs

2H6H, 1ENFERH X E RS S B
Rt iRssHImME—HA, el T ElRiR
e REmGRIS (ISWC) ElFREEA ™k
HE, S2&T raRENmY. B, heaon
| P v i AR e A 7 [ ARl O s — FCERATL
1, FAEARER SR Y ISWCHmf 72 HR AR it X
HUREC . AT S A

February

18 - HEEREFERIIS 2009 44k

On February 6, MCSC was approved as the local
agent of ISWC (the International Standard Musical
Work Code) in mainland China by the International
Agency of ISWC - CISAC, to responsible for the
registration, distribution and management of ISWC
code in mainland China.
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March

The National People's Congress and Chinese Peoples
Political Consultative Conference was held in March
of 2009, in which Mr. Xu Peidong, one of MESCs
Directors of Board proposed music copyright should
be respected and protected through legislation and
its implementation. He also said the whole society
should respect creators and their works to promote
the prosperities of the whole culture industry.

On 4 of March, MCSCs Director of Board Mr. Xu
Peidong and Vice President Ms. Gu Jianfen
participated the press conference of the final of the
National Popular Songs Creation Competition, in
which Ms. Gu Jianfen complained that composers,
authors and their musical works can not be
respected as singers at the present pop music
community. As one of the progenitors of pop music
in China and the previous representative of the
National People' s Congress and Chinese People’s
Political Consultative Conference, Ms. Gu's comment
on increasing royalty payment for composers and
authors has been appreciated by Mr. Wen Jiabao,
our Premier of the State Council

The first case against infringement of background
music in hotel and food industry in China was taken
by the Intermediate People's Court of Hangzhou on
30 of March.
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By the coming of the 9th World Intellectual Property
Day, MCSC and Shanghai World Expo Business
Coordinated Bureau jointly held the signing

The Notice about the Singing Contest of Patriotic
Songs was issued and 100 of patriotic songs were
recommended by our related governments to the
ceremony of the Cooperative Memorandum of Music public. A lot of the recommended songs belong to
Copyright during the World Exposition in Shanghai
2010 on 24 of April in Shanghai. During the Shanghai

Expo 2010, the IP problems such as copyright

MCSCs repertoire.

licensing and royalty payment will arise with a

lot of musical works of different territories used by
organizer and exhibitors. Under the support of NCAC
[National Copyright Administration of China) and
the Shanghai Copyright Bureau, Shanghai World
Expo Business Coordinated Bureau cooperated with
MCSC to solve the related music copyright problems
through referring to the experience of copyright
licensing of the 29th Olympic Games in Beijing. This
cooperation represents the strong determination of

May

[P protection of the Shanghai World Expo Business

Coordinated Bureau.

April

Membership Department of MCSC and Ms. Zhou Wen,
the Director of Documentation Department of MCSC
won respectively the titles of the advanced collective
and excellent individual of National Copyright

for the year 2006-2007 issued by NCAC (National
Copyright Administration of Chinal.
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On 23 of June, on behalf of the Board of Directors
and whole members of MCSC, Mr. Qu Jingming,
General Director of MCSC reached Sichuan province
together with 2 staff, without having a good rest
they went to visit members stricken in the worst
earthquake-hit areas accompanied by persons from
MCSC Sichuan office and dispensed relief fund to

them for helping them rebuild their homes.
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Detail List of Relief Fund:
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The symposium of local member representatives in
Chengdu was held on 25 of June, in which the relief
work for members in the earthquake areas, daily
works and other problems members concerned were
discussed. Mr. Xu Dengming, the chief representative
of MCSC Sichuan office and Director of Copyright
Department of Sichuan Copyright Bureau chaired the
meeting, and MrQu Jingming, the General Director
of MCSC, Mr. Huang Huwei, one of the Directors of
Board of MCSC, members of MCSC including Mr. Guo
Wanchun, Mr. Tian Fengjun and so on as well as
stalf of MCSC Sichuan office and of MCSC head office
participated this symposium.

June
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On 10 of July, in Beijing MCSC and the Association of
Beauty & Hairdressing Industry signed a proposal
to propagate music copyright knowledge and
propose beauty and hairdressing operators to play
background music legally in their business places.
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The Management Committee of Tian Anmen Area
of Beijing Government applied a music copyright
license from MCSC for a lot of music used in the
celebrations for the 60th National Day in Tian
Anmen Square. This Action marks our government
has begun to attach more and more attention to
[P protection since the issuing of the Outline of the
National Intellectual Property Strategy.

September
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On 24-27 of October, the 2th China International
Copyright Exposition was held in National
Conference Center located at Beijing Olympic center
area, which obtained supports from governments

at all levels and unprecedented concern from
copyright industry. This Exposition created new
development opportunities for the marketization of
copyright industry in China and win-win cooperation
of international copyright industry. As the only music
copyright collective management organization in
China, MCSC participated this national copyright

OCCAasIon.
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The Provisional Measure for Payment of
Remuneration for Broadcasting of Sound Recordings
by Radio and Television Stations was approved

by Mr. Wen Jiabao, the Premier of the State Council
to promulgate on November 10, 2009. This measure
laid the groundwork for MCSCs licensing work for
broadcasting right.

In the afternoon of November 11, in the company

of one officer of NCAC (National Copyright
Administration of China), the copyright delegation of
North Korea led by Mr. Zhang Zhechun, the Deputy
Director of Copyright Bureau of North Korea visited
MCSC. Mr. Qu Jingming, the General Director of MCSC
warmly received them and expressed that it was the
first time for MCSC to receive copyright group from
North Korea and MCSC would like to strengthen ties
with them and to offer help to them if possible.

November

In November 2009, JASRAC held its 70th "Anniversary
Celebration. As the sister society, MCSC conveyed its

best congratulations to JASRAC for its great suceess

in the field of music copyright protection in Japan as
well as the sincere gratitude for its continual support
and help to MCSC.
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12H2HZE3H, HEZNE (NCAC) it On December 2 and 3, NCAC (National Copyright FART . T

Administration of China) and WIPO (The World RMB 0000

BRURTR = R ZHZ (W IPO )AL [E] 28 MU B IR TRl S _
Intellectual Property Organization) jointly organized
NI A R E AT SRR E . ksl

a seminar on collective management of copyright

Performing | Mechanical Performing | Mechanical
Rights Rights Rights Rights

SESSEEBENEREHMHLRES =S and the related rights under digital environment in
i Beijing, in which advanced experiences of copyright
K, R IE Z A RS B S . L .
collective management organizations from different
ARSVLE SHE, EAEES . haX]FE countries were shared and how copyright collective
RSB T S management organizations to deal with challenges INCOME A SR Bk SR

Division Division Division Division

and opportunities under digital environment was
discussed. Mr. Liu Ping, the Deputy General Director

of MCSC attended the seminar. 241071 241071 283528 283528
-LOCAL -EMA
PERFORMING 2
-OVERSEAS SIS
38084 38084 48756 48756
MECHANICAL = i 88796 88796 93086 93086
Decem_ber Total WNELF 280055 88796 368851 332284 93086 42537

EXPENDITURE B 5L

ADMINISTRATIVE -
EYPENSES B 50163 888 59043 50144 9309 68453
EXCESS OF INCOME

OVER EXPENDITURE W B 220892 7916 309808 27314 83777 356017

NET DISTRIBUTABLE ~ A4EEATHS

229892 79916 309808 27314 83777 356917
INCOME FOR THE YEAR  FHINIF+4i
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