


DSM Copyright Directive: The Process
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> September 2016: Commission proposal following a 2013/2014 public consultation and 2.5
years of economic impact assessment studies: 20169 : £ £1:42013/20145F 2 FFAIER
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Targeted revision of exceptions to copyright — Distortion in the market for music
some new exceptions (e.g. preservation of rights online — the “Value Gap”

problem

suggested exceptions (e.g. UGC) 4 37 ) : -
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cultural heritage) and rejection of some
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. o Other revisions (e.g. artists’ related
Distortion in the market for news = _
articles online provisions, no new rights)
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DSM Copyright Directive: The Process
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» March 2019: EU Parliament approves the joint text agreed with the Council and the
Commission 201953 H : RRER i &=HthvE 1 5 KRR B = Rk B 25 51 208 R Bk SCAR

e New York Times — “Europe Adopts Tough New Copyright Rules over Tech Industry Protests”
(ALY ——"TAXT BT AT M BTSRRI AT AR 4N T T4 B RASGET H ]

e Financial Times — “EU copyright reforms are harsh but necessary” (iR )Y ——“BKER
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> 7 June 2019: Directive enters into force & 2-year implementation period starts 201946 A 7
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https://www.nytimes.com/2019/03/26/business/eu-article-13-copyright.html
https://www.ft.com/content/233528e2-4cce-11e9-8b7f-d49067e0f50d

Online Market Distortion: The Value Gap
AR E RN P I i

The “Value Gap” is the mismatch between the value of music to certain online platforms and what they

content owners and creators. “YMEZEIE” B — SRS EMEE CEFE) U\i?tpéﬁﬂﬂﬁﬁﬁl\@ '541@1[]
7] & SRR N SAST Y 2% F < TR AE BRI 22 7

» Most online music services negotiate licenses prior to launching a service = normal, given the exclusive
nature of copyright online (WIPO treaties: Art.8 WCT and Art.10 and 14 WPPT). & T FRANAEAS B 25 Hh 1%
A1 (%%JL;WIPO/T\Z/J WCTH J\Zk, WPPTER 2%, ZB1-DU%) , IEHEEH T KD MLE IR AR e
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» Yet, some online music services claim to be mere “hosting services” and either refuse to enter into licence
agreements or offer “take it or leave it” terms that vastly undervalue music rights. X1, A &5 M 2% 5%
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Online Market Distortion: The Value Gap
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AUDIO AND MUSIC VIDEO USERS VS REVENUES 2017
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User upload services, seeking to benefit from inconsistent applications of online liability laws, comprise the vast majority

of video streaming activity. They have the world's largest on-demand music audience, conservatively estimated at more
than 1,300 million users.* The revenue returning to rights holders through video streaming services in 2017 amounted to
US%$854 million. By contrast, a much smaller user base of 272 million users of audio subscription services [both paid and
ad-supported), that have negotatted licences on fair terms, contributed US$5.6 billion.**
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AUDIO AND MUSIC VIDEO ON-DEMAND STREAMING TIME 2019
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Top 4 Asian markets
(Japan, South Korea, China, India)
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The EU Directive’s Solution to the Value Gap
KK B3 $i 2 o Aa] g D4 22 BE 1Y (0]

Art.17 clarifies the liability of Online Content Sharing Service Providers (OCSSPs), while the 2001
o Copyright Directive continues to apply to all other services or users (Art.1(2) and Recital

65).
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Art.2.6 Online Content Sharing Service Provider (OCCSP) is a service that:

» As its main or one of its main purposes stores and gives the public access to a large
e amount of copyright-protected content uploaded by its users (Recital 63); and

» Organises that content (Recital 62); and

» Promotes that content for direct or indirect profit-making purposes (Recital 63)
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The EU Directive’s Solution to the Value Gap
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©
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Confirms that OCSSPs “communicate to the public” or “make available to the public” -
i.e. engage in copyright-restricted acts - and must therefore obtain authorisation from
right holders (Art.17 and Recital 61). Contractual freedom remains unaffected.
FHINOCSSP “[f] A AALHE” B “ [ ARt ” BIONSERERRAUSZBRAT N, DRI 2SR B A I
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Confirms that OCSSPs do not qualify for the “hosting service” liability limitation under
Art.14 of the EU E-Commerce Directive (Art.17.3 and Recital 65).

If an OCSSP has not been licensed, Art.17.4 liability limitation rules apply.
#iiNOCSSPAE R BR B FE TR 598 @ BB 1456 PR “18 MRS AmkaK (5 %% 17.3
P 55565550 o ANSROCSSPARIRBBUF N HIRAL,  TI3E P 3817 2% 55 45K H B 5T AR R 1190 .



Essential framework conditions for a positive development of
the digital music market:

v 5 IRy RAE R ) ZE AME S 56 A

> Freedom of contract while respecting applicable laws 7EfF & VERVE I E FIIH I T A 24 H H

» All digital content services, including user-upload content (UUC) services must be subject to the same

basic rules respecting the exclusive nature of copyright: & TR FI LG, rE T NSRS
AL, BFEEHE LANES (VUC) IRSFRALE, D08 7 4R [F] SR A K]

Must not make unlicensed content
OR available on their online platforms A5
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Essential framework conditions for a positive development of
the digital music market:
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> ISP liability “safe harbours”, if present, should only apply to technical, automatic and passive services
and should include a stay-down obligation ISPH] “# X7 7/ (UnRAFAE) NAIE H A deal
TR, B 3l(automatic) M 5 (passive) N 28 Ak 55, FFEMELHE “OREFMIBR 7 11 X 55

» Adequate legal remedies must be available - in law and in practice - to limit unlicensed online
distribution of protected works and sound recordings: fEi% 4 FAISZER A, (W 20H 208 VA LR RGGF
FH It A PR 1| AR 22 VF A] HUCE 2% 38 32 AR AP AE il AN S5 i) o «

» Orders blocking access to copyright-infringing services at IP & DNS level and “dynamic” orders to address the
domain-name hopping problem 7EIPFIDNSZ 7l b 57 AR AR S5 15 18] 11254 DA S fif 1R 35k 44 BJ6 iR 1] 8 1)

CEAST A
> Active law enforcement by the authorities EUFF HIER Bl R
> Duties of care of third-party intermediaries 5 = 5 7 & X 5%




Copyright framework step-
by-step:
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The Importance of
Broadcasting and Public
Performance Rights in
Sound Recordings
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Global Standard of Protection & ER A% P14 :

Virtually all upper and middle ince
economies and many developing
countries protect sound recordings -
used in broadcasting and public

performanceJL 3BT H SN &5
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Domestic protection triggers global
protection in export markets, but is
often conditioned on reciprocity R
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Key rights for the music industry’s development in China:
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These rights are an essential part of the modern music industry revenue mix. Most countries (over
150) already grant these rights to producers. 1X P IR & IACE R 72 MV 1Y) — T IS B U N SRR
AR 2 40 B 5K (8t 1501 ) DK X B R T 1 Hil/E .

Broadcast and public performance rights add essential stability to the music investment cycle:
generate 14% of industry revenue globally (2018) |~ H& BRI A - R UM & SR $%8% JH IR 0 7 A
Al /DR E N ERBRTEEIN P aliE 114 % YN (20184F)

Stability is essential for local music industry and newly established producers, especially when
operating in markets affected by piracy (reducing physical sales and online Iicensing potential) or
market failures such as the Value Gap (reducing online licensing revenues) F2 & 4 X} T A< 1 & & 72k
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Bring balance and fairness to the music sector by extending to producers and performers the rights
enjoyed by authors who already enjoy broadcasting and public performance protection for their
works 1A fiEE O AT M A RER, MR EEHEEMELEE, ATUNE
R AR TR AT




Rights bringing balance to the economy:
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» The Chinese broadcast industry can well afford to pay for music: it is amongst the world’s top 5
markets by revenue and is forecast to continue to grow over the next 5 years. H1[E 1)) AT 524
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pvic Global Entertainment & Media Outlook 2019 - 2023

2018 - 2023

2014 2015 2018 2017 2018 2015 2020 2021 2022 2023 CAGR

Music, radic and podcasts in China 2461 2,600 2,820 3111 3390 3.704 4,023 A.345 4602 4754 F14%

Music 357 433 540 Gg0 832 = 1130 126g 1370 1425 1143%

Live music 184 158 213 228 244 250 275 28g 303 a7 54%

Recorded music 173 235 328 462 C58® Fpts] 855 f=tatal 1067 1111 13.58%

.

Raclio 2,057 2153 2243 2342 i\E,tﬂﬁ /] 2528 261g 2708 2770 280 283%

Public radio icence fees . = = e = = = =

Radic advertising 2057 2153 2243 2342 2,435 2528 2615 2,708 2770 280 283%

TV advertising in China 15148 14 406 13.882 14125 14,253 14,185 14,301 14,452 14,684 14.645 0.54%

Broadcast TV advertising 15137 14,358 13,851 14,083 14154 14114 14,257 14380 14 5R1 14450 0417

Multichannel TV advertising Ga7 87 5a3 G32 G57 Grz [=2=F.] Tiq 738 FE0 256%

Terrestrial TV acvertising 14 A4S0 13,795 13257 13,451 13,537 13,441 13.573 13,665 13.813 13.730 0.258%

Online TV advertising 10 b=} 1 a5 55 76 E=] 112 133 155 213%

» Millions of venues use recorded music for public performance. In many developed markets these
rights already generate more revenue than the broadcasting rights (e.g. in France, Belgium, Italy,
Spain, Argentina) and present great further growth potential. 20 & /i & kil & SwH T A H 3R
W 2 RETY, RERFCAT B ERWARES (FIanEE. R, &
AL PEEEF MBI ED , JFHEIH BRI K .
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