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Dear members,

I'am pleased to present our 2017 annual report to all of you! As you may know, our
country has entered a new era of prosperity at present. Meanwhile, | do hope that

MCSC's 2017 annual performance will be also to your satisfaction.

First of all, I would like to report to you on the progress of the MCSC's decoupling
work. Under the policy of decoupling associations from government agencies,
MCSC launched the decoupling work since June of 2016, which took more than 1
year to complete. Compared with other associations, MCSC's decoupling
progressed more smoothly because MCSC has become marketization and
internationalization at a high level for years. Of course, after the decoupling, in
accordance with the relevant law and regulations MCSC will continue to operate
its copyright collective management work under the guidance & supervision of
NCAC. Also, with the support of the Ministry of Civil Affairs and the Working
Committee of the Central and State organs, MCSC will try to push forward the

convening of its members'conference for general election as soon as possible.

In 2017, MCSC's membership size, licensing revenue and royalty distribution

achieved good results.

In particular, the licensing revenue reached a new level, with the amount exceeding
216 million yuan RMB [pre-tax], it's an increase of 17 % compared with year 2016
and the 9th consecutive years of growth. The revenue increase came mainly from
performance rights licensing, and the royalty payment agreement with the Shanghai
Disney Resort became one of the highlights. In the process of licensing to the
Shanghai Disney Resort, at the beginning MCSC learnt experiences from
sister societies such as ASCAP, BMI, SACEM,JASRAC and CASH, and then took
full advantage of its copyright collective management, finally to reach an agree-
ment after negotiating for more than half a year. This signing with Disney party
gave us a good foundation to promote our licensing to theme parks at our territory

in future.

For the purpose of promoting license negotiating and standardizing music
copyright market order, MCSC further strengthened legal dimension authority,

especially fighting against some delinquents who are influential but refuse to pay
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for their music usage all the time. For example, MCSC filed a series of lawsuits
against tens of radio and television stations and won all of the cases finally;
through lawsuits against "Huajiao TV" and other live broadcast platforms, MCSC
finally established cooperation with them; the case against BGM infringement of

Beijing South Railway Station and the case against Beijing Liu Lao Gen Stage for

their live performance got success, too.

In order to solve our low tariff for licensing, in 2017 MCSC began negotiations with
users from hotels, TV broadcasters, internet music platforms, etc. In August,
MCSC launched the negotiation with the TV Copyright Committee of Radio & TV
Association about the issue of increasing copyright rate for year 2016 and future
years. Although differences still existed between our two sides, we believed that

the agreement for copyright rate increase should be reached in 2018.

As for the so-called "exclusive copyright” model, which has become increasingly
fierce over online music industry in China since the beginning of 2016, MCSC
reported to NCAC in early March of 2017. Also, on many occasions and in a
variety of ways MCSC reflected and elaborated to the relevant governmental
departments on this model which has caused great damages to the rights and
interests of the majority of music creators. In September, NCAC issued related
guidance and policy which is designed to curb effectively the "exclusive copyright”

model over online music market.

MCSC organized and participated in exchange and cooperation activities among
industries and international organizations for the purpose of developing the work
of itself. In May of 2017, MCSC held a regional seminar on BGM copyright in busi-
ness places of East China in Nanjing. During the meeting, MCSC exchanged infor-
mation and opinions with the judiciary, copyright administration, institutions of
higher learning, trade associations, international organizations, music users, etc.
In November, MCSC attended the "Sino-Korean copyright Seminar” sponsored by
the Korean Music Copyright Commission (KCC) in Beijing, which promoted the
collaboration between the two countries’ copyright collective management

organizations.

To improve the work efficiency, MCSC further optimize its technical means. For
distribution technology, MCSC tried to debug the DIVA system to make it more
suitable for the accurate matching of mass works usage information and copy-
right information under digital environment. In the application of new technology,

MCSC began to plan the development of online licensing system.

0o On behalf of the leadership and executive team of MCSC, my deep appreciation to all of
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MEMBERSHIP LICENSING
2017 £, 405 B AMA NS, HRIEEE 130 AL BB1FE 252 A4 17 A HAfth 3 AL HRAE 3 R, 2017 & , HhE2FERIUTRI BRNELSE O FREG K, REARM 2.16 1273 (F270) , 2 2016 21 17.2%,
BE 2017 FIK, Mea RS HAE 8907, , : : : .
In 2017, MCSC's total licensing revenue still kept growth to reach 216 million yuan RMB(pre-tax), at
In 2017, 405 new members joined MCSC, comprising of 130 lyricists, 252 composers, 17 heirs, 17.2% rise compared to the amount of year 2016 (184 million yuan RMB].

3 publishers and 3 others. By the end of the year, the total members reached 8907.
e 2010-2017 FIFAJUANEEEE (1iL: FH7T)
e Total Licensing Revenue Trend 2010 - 2017 (Unit: 10,000 yuan RMB ]
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® |icensing revenues by category as below:

A BTN SIEE MR 6% EEH

Note: the following figures have been deducted 6% value-added tax

25 Category

AEM 57t RMB Yuan

12016 Fi#KFE Compared to fiscal 2016 (%)

FEN Performing rights 70,725,688 26.2
B85 BGM 44,142,408 82.9
WMi73FE Live performance 7,493,339 84
+$I OK Karaoke 19,089,941 -31.4
PR Broadcasting rights 45912388
Bl TV 36,479,663 3.3
& Radio 9,411,362 140
Hfh Others 21,363
 HFRA Internet & new media 68,541,765 61
A O e BTN
E%#% Mechanical / Reproduction 10,580,368 30
R& Phonogram 1,246,115 -51
F& Video 1,168,302 32.9
EMIE Film & advertisement 6,231,132 135
B+ Book 1,840,479 11.9
Hfth Others 94,340 77.8
R Others . 490477 183
SIUEN Total Revenue 204,258,516 17.2

hiRA 72 B

ROYALTY DISTRIBUTION

2017 F , MEF#IT 12 RO, WIRITRIZ ALY 1.48 1270, NFREERELIN 1.39 1278, BIEEELLAI & 17%.

MCSC conducted 12 distributions in 2017. The total revenue of 148 million yuan RMB was ac-

counted into distributable amount, of which the net distributable amount was 139 million yuan
RMB after deducted 6% value added tax(VAT).

o e 2017 FHERIT:

e The distributions in 2017 as below:

e Efi: AT
® Unit: 10,000 RMB

N NS NBFIFRI ST BIEELLG S55EEM
HA%K Distribution no. Amount after deduction Administrative  Net distribution
value-added tax expense rate
P151 (2015 MZF BT AIEAZE AYA 20% 364
2015 Live performance)
E—H  M162(2016 FHFESHINEHZE 516 15.5% 436
06/2017  Second half 2016 mechanical)
B143 g M8 1A ol R 2R A 660 10% 594
Supplement for online A)
K151 (2015 &-~$I OK % 2782 20% 2656
2015 Karaoke)
HH 2015 ENMRBF DI ERABRDE 1541 19.35% 1243
09/2017 2015 Mechanical performance
B151 (2015 FEMLEIFRIEFAZE A 1236 20% 996
2015 Online A)
M171 (2017 L4 FEESHIERZE 565 16.5% 472
First half 2017 mechanical)
P153 (2015 &/ #FRI e 2R A 1792 20% 1434
=17 2015 Broadcasting A)
11/2017
/ P152 (2015 FE RS REHZE 1684 19.35% 1358
2015 BGM)
B153 GFig M85 Rl R 2% B 660 10% 594
Supplement for online B)
HIUH  P154 (2015 GBI EI (LR B 1554 20% 1243
12/2017 2015 Broadcasting B )
& 02/2018
0161 (2016 FBIMFRIEAZR 527 5% 500

2016 overseas revenue)




@ mpisme

e 2017 Ftha S ELLHIE:
e Distribution by MCSC in persentages in 2017
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B E 2017 %, DIVA BUEEFREE N 825 ARE, EREBMNE (CASH) ZicfFmA 708.7 ARE, SRAL
s (MACP) 1E& 51.7 ARE, 818 M& (MUST) 15 20.4 ARE, BIEME (WAMD E&IE 3 73, IhEBIEfERA 41
FRE

MWelrmBE  REFM 32.5 ARE, FAFR 7.3 AFE, tUREFmE8 T8, HiEfFm 5 THE, HPHIF
ISWC fE&E 13 5 4 FRE,

By the end of 2017, more than 8.25 million works had been registered in DIVA system, of
which about 7.09 million works registered by CASH, more than 517000 works registered by MACP,
more than 204000 works registered by MUST, nearly 30000 works registered by WAMI, and more
than 410000 works registered by MCSC.

MCSC's works in DIVA include 325152 original works, 73440 audio/visual works, 7928 arrange
works and 5294 adapted works, in which more than 134000 works had been applied for ISWC

code.

e 2017 £ DIVAZRWEIEREE
e Works in DIVA 2017
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LEGAL AFFAIRS

2017 5, MEESBHERANRFIFIR 53 1, IFIASZH 40 HR7T, RIBFIEOZFINEREE 476 SRTT, fF
WITRR 312 BRot; ARIMRMAAITIFIARZRAHIT 28 4, BRIZFNERZ 83 HRit. MY, ASEHESTIMNE
REFTUERATIRIA 46 1F, IFIRS H 30 5R7T, IBEIE LA ER 117 H5R7T, FHRITM 22 Akit; NEEHHTIER
RMAHITIFINBIZ AT 16 1, BOIZ PR 19 Aiot; MIMFIUERA 75 4, EXXH 4 BRI

In 2017, MCSC's head office took 53 civil actions against music copyright infringement, in
which RMB 400,000 yuan was expended. By the end of the year, more than RMB 4.76 million yuan
of royalty fees & compensation fees was recovered by litigation and RMB 3.12 million yuan was ex-
pected to be paid soon; there was RMB 830,000 yuan recovered finally through sending lawyer's

letters against 28 infringement cases by MCSC's head office.

Meanwhile, MCSC directed its local offices to take 46 lawsuits against music copyright
infringement, in which RMB 300,000 yuan was expended, and finally RMB 1.17 million yuan of roy-
alty fees & compensation fees was recovered by litigation and RMB 220,000 yuan was expected to

be paid soon; RMB 190,000 yuan was paid finally by sending letters of complaint against 16

infringement cases; 75 cases had been prepared by MCSC's local offices for legal proceeding by
the end of 2017.
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AFFILIATED SOCIETIES
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2017 5, MEER=ZFFREFNNE (ZAKS) RENREFMNETT THERARDINBEFR, SHERIIN
FRRXRBBIMIZEZXE 75 Ko

In 2017, the newly signed society is ZAIKS with MCSC for the reciprocal representation con-
tracts for performing rights and mechanical rights. By the end of the year, there had been 75 for-

eign societies signed with MCSC for copyright representative relationship.

ACUM APRA  AMCOS CASH COMPASS FILSCAP  JASRAC
AKX Asia-Pacific KOMCA MACA MACP MCT MESAM MOSCAP MRCSN
MUST VCPMC WAMI

AEPI  AKKA-LAA  AKM ARTISJUS BUMA EAU GEMA HDS-ZAMP
IMRO  KazAK  KODA NCB LATGA MCPS MUSICAUTOR 0SA

BN Europe PAMCG PRS RAO SACEM  SABAM  SAZAS  SDRM  SGAE
SIAE  SOZA SOKOJ SPA  STEMRA STIM  SUISA  TEOSTO TONO
UACRR UCMR-ADA ZAIKS ZAMP-Macédoine

e Canada/USA AMRA ASCAP BMI SESAC Inc. SOCAN SODRAC HFA

HITSEM & mEnkt s ABRAMUS  ACDAM APDAYC COSCAP COTT  SACM SADAIC
Latin America

& the Caribbean SAYCO SCD SOCINPRO SPAC UBC

JEM Africa MASA SAMRO
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Income Compared to fiscal 2016 (%)
BN Performing rights 70,725,688 26.2
E M Mechanical / Reproduction 10,580,368 30
[ 8™ Broadcasting rights 45,912,388 17
LS & FTUEIR Internet & new media 68,541,765 6.1
BIMDSUIN Overseas revenue 8,007,830 36.5
HAth Others 490,477 15.3
AQ
A& 204,258,516 17.2
Total
S Expenditure
{TBFFSZ Administrative expenses 34,928,206 21.4
KEZEBR Surplus 169,330,311 16.4
AI{#E2EULN Distributable amount 169,330,311 16.4

o i NEEMTPEHSIFAEHTRE

® Note: the above figure in others includes compensation fees by litigation and so on




