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SO/ZA

Slovak Performing
and Mechanical Rights Society

SOZA - Slovak Performing and Me-
chanical Rights Society is a collec-
tive rights management organisa-
tion of authors of musical works and
their heirs and publishers. SOZA has
been managing copyrights to mu-
sical works since 1. 1. 1998, as pro-
vided in the authorisations granted
by Slovak Culture Ministry number
1/1998 and 1/2004. As a collective
rights management organisation (as
per Section 144 and foll. and Section
65 and foll. of the Copyright Act), we
license rights fo use musical works
to the users and we collect and dis-
fribute royalties among the entitled
rightsholders.

SOZA is a legal entity, organised as
a non-profit association pursuant to
Act No. 83/1990 Coll. to advocate
the interests of authors and compos-
ers of musical works who, as hold-
ers of economic rights to the works,
manage their interests through the
bodies they elected.

SOZA Basic Relations Scheme

Based on representation agree-
ments with holders of copyright to
musical compositions, SOZA man-
ages the economic rights of local
authors and publishers.

Thanks fo reciprocal agreements on
mutual representation concluded
with partner collective rights man-
agement  organisations  abroad,
SOZA also represents foreign right-
sholders in Slovakia and aoffiliated or-
ganisations represent our domestic
rightsholders in foreign countries.

What Music Licences can SOZA
issue?

SOZA can licence the following use
of musical works:

0 public non-theatrical
performances,

) broadcasts and transmissions,

0 jukeboxes,

) radio and TV,

) cable retransmission,

) theatres (archive only),

) public cinema screenings,

J online and mobile service
networks,

) recording and distribution
of phono, audiovisual and
multimedia carriers,

) format transfers used by DJs.

We collect remuneration and privo-
te copying remuneration for the pro-
duction and import of blank audio
and audio-visual media, as well as
the production and import of devi-
ces capable to reproduce audio or
audio-visual recordings.

Authors and publishers (rights holders in Slovakia)
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SO/A Elected Bodies

The Board

SOZA Board is acting as the chief gov-
erning body of SOZA for the period
between one Annual General Meet-
ing and the next. It has 18 members
appointed by the General Meeting.
For the complete Annual Activity
Statement of the Board presented
to the General Meeting (28. 5. 2014),
see p. 16.

BOARD
Elected for the term 2012 — 2016
Matis Jakabéic, Chairman
Lubomir Burgr, Vice-Chairman
Ondrej Demo
Rastislav Dubovsky
Miroslav Dudik
Juraj Hatrik/since 2015 Lubos Berndth
Peter Hordk, A-TEMPO VERLAG SLOVAKIA
Adam Hudec
Richard Jajcay
Katarina Jaruskovd, HUDOBNY FOND
Lucia Jurgovd, STUDIO LUX
Miroslav Jurika
Pavol Jursa/since 2015 Miroslav Zbirka
Jela Kersenbaum, MUSICA
Slavomir Kopec, OPUS
Daniel Matej

Martin Nedvéd, STUDIO FONTANA/
since 2015 Jan Nedvéd, STUDIO FONTANA

Jén Strasser

Supervisory Committee

As a standing chief audit body of
SOZA, this committee has a gener-
al supervisory role (its authorities in-
clude overseeing all activities and
other components of the organisa-
tion). It has 7 members appointed
by the General Meeting. In its report
submitted to the General Meeting
(8.6.2016), the Supervisory Commit-
tee concluded that since the last
General Meeting it has been con-
vened seven times. In addition to the
commitfee acting as a supervisory
authority, its members were active
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both individually and in groups (at-
tending the sessions of SOZA’s Board
and Financial Subcommittee, Board
of Social and Cultural Fund, Distribu-
tion Rules Working Group and the
Working Group for public music pro-
ductions, scheduled quarterly audits
of the cash register, earnings and ex-
pense receipts).

SUPERVISORY COMMITTEE
Elected for the term 2012 — 2016
Aniké Dusikovd, Chairwoman
Stanislav Hochel
Maridn Brezdni
Martin Corej
Ctibor Kolinsky
Jan Jamrigka
Tomds Zubdk

In its sessions, the Supervisory Com-
mittee addressed the following top-
ics:

J 2015 billing,

D) marketing and strategic targets
set by the new management
headed by Mgr. Anton Popovic,
General Manager, who attended
two Supervisory Board sessions,

J policy and use of funds from
SOZA's Social and Cultural Fund,
in particular contributions made
as part of the fund’s cultural
programs,

D) methodology and process of
audits carried out fo maximise
efficiency and transparency of
the audit findings,

J supervision of processing foreign
royalties.

Based on scheduled audits of ac-
counting documents and SOZA's
management the Supervisory Com-
mittee concluded that funds were
used in compliance with the ear-
marked purposes.

Classification Committee
The Classification Committee is a
special-purpose body elected to
classify published musical works into
respective categories as specified
in SOZA Distribution Rules. It has 5
members elected by the General
Meeting.

The Classification  Committee
stated in its report to the General

Meeting (dated 8. 6. 2016) that it reg-
istered and classified 4 430 works.
671 musical works were classified in
the category of classical music, 267
works were added in the category
folklore music and 102 works to the
brass music category. As for popular
music, 2 728 compositions were add-
ed; in special functions” music 646
works were added and 16 composi-
fions were classified as experimental
music.

CLASSIFICATION COMMITTEE
or the term 2014 — 2018

Pavel ZajGéek, Chairman
Milo$ Betko
Ondrej Demo
Adam Hudec
Pavol Kvassay

Arbitration Committee

This Committee serves as a concilio-
fion body in disputes relating to the
exercise of membership rights and
duties, i.e. it considers cases that are
related to the economic rights of
SOZA members and that have been
brought by individual members and
against SOZA. The Committee has
5 members who are elected by the

Structure of the Elected Bodies

General Meeting from among au-
thors whose moral status and experi-
ence guarantee that they will deliver
fair judgements in disputed matters.
In 2015, as the body having jurisdic-
tion, the Committee received three
dispute resolution applications.

ARBITRATION COMMITTEE
or the term 2014 — 2018
Egon Krdk
Dobromila Baloghové
Martin Gaspar
Zuzana Homolovd
Tomas Janovic
Peter Lipa

Elected

Panel of Members of Elected Bodies
The members of all four elected bod-
ies represent the Panel, which has de-
cision-making authority with respect
tfo essential issues: changes to the
Distribution Rules and the Information
Access Regulation, nominations of
candidates from a pool of individual
members and admitting individual
members to all elected bodies. The
Panel also endorses Board decisions
on changes of the General Manager
and discusses Board’s decisions on
new memberships.

General Meeting

Financial
Subcommittee

Membership
Subcommittee

Subcommittees
ad hoc
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SOZA Membership

We currently manage the economic
rights of 2523 local composers, song-
writers, producers and music publish-
ers from all walks of music arts. The
organisation represents authors and
publishers who signed their member-
ship agreements - first as holders of
provisional membership and later,
once the requirements of SOZA Board
have been fulfiled, as members of
the SOZA civil society. Provisional
members are represented both local-
ly and abroad the same way regular

members are. As opposed to regular
members, provisional membership
does not entitle its holder fo voting af
SOZA's AGM:s.

SOZA protects copyright for the term
of author’s life plus an additional
seventy years

Under the Copyright Act, SOZA protects
copyright to works for the entire term of
the copyright, i.e. 70 years after the au-
thor's death. The organisation now man-
ages rights of 319 deceased authors.

Age structure of authors represented by SOZA in 2015

800 — 663
700

600
500
400
300
200
100

under20 21-30 31-40 41-50 51-60 61-70 71-80 81-90 91

and more

SOZA membership extends across
all age categories

Our youngest male author is 19 and
the youngest female author is 21 years
old. Our oldest male author is 96 and
our oldest female author is 92. Our big-
gest age group is comprised of mem-
bers and provisional members be-
tween 31 1o 40 years old, accounting
for 33 % of all authors we represent.

Female - Male ratio in SOZA
membership in 2015

Il Men2085
@ Women 273




SO/A as Part of the Infernationdal
Copyrights Protection System

SOZA is part of intfernational network
of societies dedicated to copyright
protection:

CISAC - International Confederation
of Societies of Authors and Compos-
ers. It has a worldwide network, repre-
senting in excess of 3 million authors
and publishers in all areas of arts (mu-
sic, drama and literature, audio-visual,
graphical and visual arts). SOZA has
been a member since 1970.

BIEM - international organisation repre-
senfing mechanical rights societies. Me-
chanical rights are rights to mechanical-
ly record and reproduce musical works.
SOZA joined this organisation in 1973.

GESAC - European organization
grouping authors” collective man-
agement societies and operating
in the states of the European Union,
Norway and Switzerland to repre-
sent authors in the field of musical,
graphical, literary and dramatic arts,
audio-visual works and the publish-
ers of musical compositions. SOZA
has been a member since 2005.

Membership in these international so-
cieties qualified SOZA to participate
in the development of the inferno-
fional collective copyright protection
system. Members of SOZA's man-
agement regularly affend important
meetings and participate in the train-

ings and seminars organised by GE-
SAC and CISAC, which provide them
with an invaluable source of informa-
fion about the European and global
developments and experience in in-
fernational decision-making.

Based on 104 international rep-
resentation agreements with 67 in-
ternational partner organisations.
SOZA protects copyrights of foreign
authors in Slovakia just as it does pro-
tect the rights of local holders. Under
these agreements copyrights of Slo-
vak musical authors are in return pro-
tected worldwide in countries where
copyright protection is available.

List of Societies That Concluded Representation Agreements with SOZA
and Overview of Territories Where Collective Management of Entrusted Rights is Executed

SOCIETY COUNTRY TERRITORY
Azerbaijan Azerbaijan
Brazil Brazil
Cuba Cuba
Israel Israel
Greece Greece
Uruguay Uruguay
Latvia Latvia
Austria Austria

United Stafes of America

United States of America

Australia

Ashmore Island, Australia, Australian Antarctic Territory, Cartier
Island, Christmas Island, Cocos Islands, Fiji, Heard Island,
Macquarie Islands, McDonald Island, Nauru Island, New
Guinea, New Zealand, Niue Island, Norfolk Islands, Ross
Dependency, Tokelau Islands, Western Samoa

Hungary

Hungary

United Stafes of America

United States of America, Virgin Islands, Puerto Rico

Austria

Austria

United Stafes of America

United States of America,

Puerto Rico

The Netherlands

The Netherlands, Sint Maarten, Curacao, Indonesia, Surinam

Hong Kong Hong Kong
Estonia Estonia
Philippines Philippines
Georgia Georgia
Germany Germany

United States of America

United States of America




Croatia Croatia

Ireland Ireland

Japan Japan
Kazakhstan Kazakhstan
Denmark Denmark
Republic of Korea Republic of Korea
Lithuania Lithuania
Malaysia Malaysia

United Kingdom of
Great Britain and
Northern Ireland

Commonwealth (except Canada), Ireland, Republic of South
Africa

People’s Republic of China | China

Turkey Turkey

Turkey Turkey

Bulgaria Bulgaria

Denmark Denmark, Norway, Sweden, Finland, Iceland, Lithuania, Estonia, Latvia
Belarus Belarus

Czech Republic

Czech Republic

United Kingdom of
Great Britain and
Northern Ireland

United Kingdom of Great Britain and Northern Ireland,
Commonwealth (except Canada and Hong Kong)

Russia Russia

Belgium Belgium, Zaire, Rwanda, Burundi
France, Martinique, Guadeloupe, Guyana, Reunion, Comoro
Islands, Somalia, Polynesia, New Caledonia, Saint - Pierre
and Miguelon, Algeria and Sahara, Mauretania, Niger, Ivory

France Coast, Burkina Faso, Benin, Senegal, Mali, Chad, Central
African Republic, Congo, Gabon, Togo, Cameroon, Guineaq,
Tunis, Morocco, Lebanon, Egypt, Monaco, Andorra, Syria,
Luxembourg, Turkey, Madagascar, Djibouti, Gambia, Zaire

Mexico Mexico

Argentina Argentina

South Africa Republic of South Africa, Namibia, Botswana, Lesotho, Swaziland

Columbia Columbia

Slovenia Slovenia

Brazil Brazil

United States of America

United States of America, Virgin Islands, Guam, Puerto Rico

Spain, Bolivia, Costa Rica, Columbia, Chile, Dominican

Spain Republic, Ecuador, Salvador, Guatemala, Haiti, Honduras,
Nicaragua, Panama, Paraguay, Peru, Venezuela

[taly [taly, Vatican City, San Marino, Ethiopia, Libya, Somalia

Canada Canada

Brazil Brazil

Canada Canada

Yugoslavia Yugoslavia

Portugal Portugal, Madeira, Azqres, Ang}olo, Mozambique, Guinea,
Cape Verde, SGo Tomé and Principe, Macao, Timor

Bosnia and Herzegovina | Bosnia and Herzegovina

Iceland Iceland

Sweden Sweden

Switzerland Switzerland, Liechtenstein

Finland Finland

Norway Norway

Ukraine Ukraine

Brazil Brazil

Romania Romania

Vietnam Vietham

Poland Poland

Macedonia Macedonia
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2014 SO/A Awards Winners

SOZA Award - Composer of Most Performed Musical Compositions
Ivan Tdsler

SOZA Award - Lyricist of Most Performed Musical Compositions
Kamil Peteraij

SOZA Award - Most Performed Musical Composition
KED SME SAMI - music composed by: Peter Duddk, Martin ZG7i (HEX)

SOZA Award - Best-Selling Audio Recording by Slovak Authors
MORUSA BIELA - Jana Kirschner; (P) SInko Records

SOZA Award - Best-Selling Audio-Visual Recording by Slovak Authors
HLASY; DVD - Richard Muller & Fragile; (P) Universal Music, s.r.o.

SOZA Award - Largest Share of Domestic Repertoire Broadcasted
Rdadio Modra

International Performance of Slovak Compositions Award

(awarded to authors for representing Slovakia by broadcasting a large number
of Slovak musical compositions outside the territory of Slovakia)

Adam Hudec

Entry in the Golden Chronicle of SOZA

(awarded in memoriam to authors who greatly contribufed fo the development
of Slovak musical culture)

Tadeds Salva (1937 - 1995)

Jdan Berky Mrenica (1939 - 2008)

Lifetime Achievement Award
(awarded for lifetime achievement)
Kamil Peteraij
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How Do We Operate

Rights holders
(Slovak and foreign authors and publishers)

- - -

C (723
Granting Licensing . =
licenses unif § © %
0]
3
kY, . Processing of relations:
g Collec‘n(?n statistics about how the
= of royalties works were used (C) with the
O documentation on the reper-
3 toire (B) and the documento-
= Records - tion on represented authors
how the STOTIS.TICS and publishers (A) + auto-
works were unit mated distribution among
used © individual rights holders

Supporting organisational units: legal service, programming capacity, accounting,
assets management, efc.

Social and Cultural Fund
SOZA

SOZA's Social and Cultural Fund is and they have advisory votes. The use F\unding Benefit Schemes of SOZA
established as a standard redistribu-  of the means from the Socialand Cul- 0 Crisis Benefit Programme (Pomoc

fion fund on the basis of reciprocal  tural Fund is approved by the Board. v ndhlej nUdzi)

agreements SOZA concluded with ifs J Severe Financial Hardship Benefit
foreign affiliates operating in the field (Prispevok v socidlne zhorsenych
of collective management organiso- Social and Cultural Fund pomeroch)

tions. The fund’s monies are used for J SOZA Awards Ceremony

Lubomir Burgr

social and cultural purposes and are (Prispevok na podujatie Ceny

deducted from foreign royalties paid Adam Hudec SOZA)

under the reciprocal agreements be- Matas Jakabéic ) Film Music Authors’ Programme

tween SOZA and its foreign dffiliates. Miroslav Jurika (Podpora tvorcov filmovej hudby)
Daniel Matej N Special Event and Performance

Applications for contributions and Jén Strasser Programme (Prispevok na
proposals on how to use the allocat- ) ) . . N vyznamné projekty a tvorbu)
ed funds are presented for the Board's ~ Cfibor Kolinsky (Supervisory Committee memben) 3 Mysic Partner Support

approval and are administrated by Programme (Prispevok

the Social and Cultural Fund Coun- na cinnost partnerovi

cil. The Council of six members is ap- podporujuceho autorov
pointed by the Board from among its hudobnych diel)

members for a term of 2 years. Mem- ) Cultural Awareness Programme
bers of the Supervisory Board are also (Prispevok na marketingové
entitled to attend the Council sessions aktivity v oblasti kultdry)




SO/ZA Board Report
Submitted to the General Meeting

(8 June 2016)

In terms of copyright protection, 2015
and 2016 represented historical mile-
stones critical for both development
and functioning of the Slovak collec-
tive rights organisations.

The new Copyright Act is the prod-
uct of major input and intense par-
ficipation of SOZA's representatives,
who were part of the Recodification
Committee and the working groups
organised by the body supervising
the legislative process — Ministry of
Culture of the Slovak Republic.

All these endeavours and cooper-
ation between the parties involved
resulted in the passing of Act No.
185/2015 Coll. Copyright Act. The
new act cements the position of
the collective rights management
organisations with respect to users
and facilitates intensified protection
of copyright and related rights of
their holders, improves the legislative
framework and copyright enforceo-
bility.

The new act was passed by the

Slovak National Council on 1.7.2015
and came info effect on 1. 1. 2016.

The new Copyright Act requires
the collective rights organisations
fo ensure a higher degree of trans-
parency when it comes fo funds
disposal vis & vis both rightsholders
and users and refines the framework
for supervising collective rights man-
agement.

In 2015, SOZA's Legal and Licens-
ing Departments faced a daunting
task of preparing a blueprint for ad-




justing all the necessary processes,
agreements, documents and strate-
gy in the aftermath of the new rights
and obligations introduced by the
Copyright Act. This challenge result-
ed in increased work load, the need
to identify and perform a myriad of
partial and inferlinked tasks with im-
plication for the entire SOZA organ-
isation. In this connection, both the
staff and partners of SOZA required
fraining in the implementation and
ramifications of the new legislation.
We are confident in saying that SOZA
has done an outstanding job and
may serve as a positive example of
how to manage collective rights in
Slovakia. On behalf of SOZA's Board,
| would therefore like to extend my
gratitude to the management for
this achievement as well as for tak-
ing an active role in the drafting of
the new legislation.

The efforts fo strenghten the posi-
tion and acceptance of SOZA within
the media and cultural environment
culminated in the November SOZA
Awards ceremony, which was broad-
cast by the national TV (Dvojka RTVS)
and received quite a few mentions
in electronic and printed media.

In January, SOZA partnered with
the representative of Dutch EU Pres-
idency to host a significant cultural
event - the opening concert held
to celebrate the Dutch Presidency
- held in the Opera of the Slovak
National Theatre. The concert pre-
sented orchestral works by Slovak
and Dufch composers listened to by
many representatives of state institu-
tions, foreign publishing houses and
the representative of the partnership
organisation Buma/Stemra.

Through the funding benefit
schemes, in 2015 the Social and
Cultural Fund extended several sub-
sidies fotalling 41 250 € to support
60 projects (festivals, concerts, pub-
lishing events) and the activities of
associations aiding musical works
composers.

2015 FINANCIAL RESULTS

Revenues
In 2015, SOZA collected an un-
precedenfed amount in revenues
- 10 223 265.54 €, which translates
info an increase of 1 076 794.52 € or

SOZA income including joint
collections in 2015

Il TV broadcasts 19,86 %

B Radio broadcasts 10,28 %

[ Cable retransmission 16,90 %

[ Public music performances 26,15 %

B Online 2,77 %

[ Sale of rec. media (mechanical rights) 2,50 %
B Royalties from abroad 6,45 %

[ Remunerations for blank media and rec. dev. 14,11 %
[ Otherincome, lease included 1 %

SOZA's income
excluding the share
of partner societies in 2015

Il TV broadcasts 24,98 %

Il Radio broadcasts 12,93 %

Il Cable retransmission 6,21 %

[ Public music performances 32,89 %

@ Online 3,48 %

[ Sale of rec. media (mechanical rights) 3,15 %
B Royalties from abroad 8,11 %

[ Remunerations for blank media and rec. dev. 7,00 %
[ Otherincome, lease included 1,24 %

|
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11.8 % compared to 2014. Royalty
revenue collected by SOZA exclud-
ing the income of partner organi-
sations participating in joint royalty
collections equalled 8 127 413.87 €,
up by 590 071.16 € or 7.8 % as op-
posed to 2014. The combined val-
ue of assets consisting of tangible,
infangible and financial assets
was 10 331 545.02 €, a decrease of
33 959.37 € compared to 2014.

It should be noted that the 2015
targets were set based on the ex-
pected income due under the rights
management agreements entfered
info with users, allowing for the antic-
ipated payment discipline develop-
ments. Compared fo previous year,
the 2015 overall income targets were
set significantly lower on account of
the estimated setting off of private
copying compenstations (ISNA).

Total revenues from the use of mu-
sical works in felevision and radio
broadcast climbed by 182 693.92 €
compared to previous year. This pos-
itive development may be aftribut-
ed mostly to SOZA's successful efforts
in re-negotiating higher royalties with
the largest TV broadcasters.

The royalties collected for the use
of musical works in private radio
broadcast were up by 55 086.21 €
compared to 2014, translating info a
13.7 % increase.

This positive development reflects
the methodical efforts of SOZA's
management with respect to man-
aging agreements and receivables
portfolios, active communication
and amicable sefflement and suc-
cessful collection of due amounts.

Again, it should be mentioned
that the independent radio broad-
cast royalties are a source of SOZA’s
revenues that is difficult to predict
considering the licensing model
of the share the revenue has in the
broadcaster’s total annual earnings.
Revenues of private broadcasters
rely heavily on other circumstances,
such as the overall economic mar-
ket situation and the potential invest-
ments info advertising, which repre-
sent the core of radio broadcasters’
income.

SOZA's 2015 revenues for cable
retfransmission were € 727 479.12 -
down by € 27 124.09 or 1.5 % com-
pared to the year before. The cable




retransmission income generated in
2013, 2014 and 2015 were highly spe-
cific, as after years of litigations and
negotiations regarding the shape of
the relations with the APKT and SAKT
associations, 2012 and 2013, respec-
tively, saw the execution of new types
of agreements and the sefflement of
overdue receivables. Although the
income had a positive impact on
overall revenues, they did not faith-
fully reflect the organisatfion’s cash
flow. 2016 is expected to witness the
signing of completely new licensing
agreements with cable operators,
which will help stabilising the market
position and better reflect the actual
annual amount collected in this seg-
ment of royalties' collections.

Revenues from the use of musi-
cal works collectively referred to as
public music performance were up
by € 140 052.08 compared to last
year, grossing € 2 673 393.52 with an
increase by 5.5 %, lead by a 9.81 %
in technical equipment and 10.7 %
in the amounts collected from pro-
ductions. There is no doubt that this
development should be considered
a success in an environment where
users are persistently reluctant to pay
royalties, where people complain
about the invoices we issue and
us being obliged to respond to the
complaints, where organisers send
in incomplete licence agreement
forms, events pretend to only play
“folk” music and where the attacks,
be it by phone or in writing, against
the Licence Department staff have
not subsided. These negative de-
velopments in user behaviour, in
particular with respect to music pro-
ductions, have greatly contributed
to the way the new Copyright Act
No. 185/2015 looks, especially Sec-
tion 168, which is expected to result
in a reduction of next-year’s income
mainly in the area of public cultur-
al events and the use of non-copy-
righted folk music. It must be said
that the current narrative of Section
168 was incorporated into the new
legislation despite the fact that SO-
ZA's representatives had repeatedly
tabled detailed arguments advising
the Ministry of Culture and the Slo-
vak National Council of the risks it
carries.

As part of the legal actions initiat-

Distribution of royalties
and remunerations
to Slovak rights holders in 2015

B Public performing [ For other collective

rights 49 % rights management
Il Forthosenot represented 01037 %
on confractual [ From abroad
- thllsisr(]),z% | 1%
echanica g o
rights 2 % B Complaints T %

Il

ed to collect overdue receivables
through our legal representatives
Havel, Holdsek & Partner s.r.o., by 30
April 2016 we referred 3480 individual
royalty invoices for collection. These
invoices translated into 1156 lawsuits
and 649 enforcement actions.

Thanks to the cooperation with
Havel, Holdsek & Partners s. r. 0., in
2015 SOZA managed to collect €
58 109.33; considering the solid track
record of this cooperation, we hope
fo bring in further payments from us-
ers using copyrighted works without
licence.

Royalties paid to domestic authors
and publishers in 2015

M lessthan 2 649 €

M from 2 649,01 €105 298 €

M from 5 298,01 - € t0 10596 €
B more than 10596 €

Royalties collected in 2015 for the
online use of music grew by 23.8 %,
totalling € 283 387.66. Similarly as pre-
vious year, this surge is aftributable to
the agreements with service provid-
ers MusicJet, Deezer, Spotify, iTunes,
YouTube, Google Play and Rdio and
the growing popularity of these ser-
vices among the general public. In
addition fo the funds obtained from
these services, another factor great-
ly contributing fo the success rate
of royalties collection was regular
monitoring of the obligations these
providers have with respect to SOZA,
i.e. proper and fimely payment of
invoices and active search of new
Internet music users.

Royalties from recorded me-
dia (called mechanical rights) fell
by € 17 959.79. That said, this drop
of 6.5 % in sales of audio and au-
dio-visual media is less than the
average sales drop throughout Eu-
rope. Royalties for using our music
abroad were up by € 34 098.29, with
revenues from Czech Republic’s
OSA going up by € 29 556.26.

In 2015, represented by its joint col-
lection body ISNA, SOZA received
payments for the sales of blank me-
dia and equipment for recording
media for private purposes on be-
half of four Slovak rights manage-
ment companies - Slovgram, LITA,
OZIS and SOZA. Compared to 2014,
total private copying remuneration
paid on imports of blank media and
devices were up by € 741 506.51 or
105.8 % and are mainly attributable
to the unprecedented success of
SOZA’'s endeavours, which resulted
in the sefflement of major obligo-
tions in the area of compensations
in hundreds of thousands.

In 2015, the efforts of SOZA's man-
agement finally yielded results with
respect to the process of recodifica-
tion of the copyright laws, as they
succeeded in pushing through new
legislation benefiting the authors
and other rightsholders. The survey
of agency FOCUS, which revealed
critical data on the use of devices
earmarked for making copies of
musical works for private purposes,
greatly contributed to this success.
This area is expected fo generate
further income increases in future.

Other extraordinary earnings were

18



down by € 30 993.72, which trans-
lates into a reduction by 23.6 %. This
may be affributable in particular to
low deposit interest rates and lower
income from unjust enrichment, spe-
cifically amounts invoiced for events
that proved to be organised without
a licence.

Similarly as in 2014, in the refer-
ence year SOZA hired and trained
new inspectors o ensure better cov-
erage throughout its jurisdiction. The
inspector job is a very demanding
one, which translates into a high rate
of fluctuation of field workers. It is a
very specific job demanding individ-
uals with mental prowess and strong
personality, who are persistent and
capable of withstanding attfacks on
the one hand and persuading users
of the benefits of signing a contract
with SOZA on the other hand.

In 2015, inspectors carried out
4 932 audits resulting in invoices to-
talling € 222,000, of which € 190,000
in royalties already paid.

Expenses

Total operating costs in 2015 amount-
ed to € 2 409 022.04, which ac-
counts for a yearto-year increase
by € 130 469.22. Of that, personnel
expenses were up by € 42 645.90,
with  material costs increasing by
€ 112 691.75 mostly in provisions for
replacing obsolete servers.

Other expenses, including fees for
memberships in infernational organ-
isations, remunerations fo members
of SOZA committees, expenses as-
sociated with the annual general
meetings and marketing outlays fell
by € 24 868.43.

The profile of expenses fully re-
flected the overall economic devel-
opment in 2015 when the share of
expenses in income corresponded
to 23.56 %, which is 1.28 % less than
in 2014. In terms of international or-
ganisations, this share is compliant
with the CISAC recommendations.
Nevertheless, it should be noted that
this rather considerable reduction in
operating costs is affributable to a
non-recurring sefflement and pay-
ments of a significant portion of past
and overdue receivables.

INTERNAL RELATIONS
In 2015, SOZA's membership base

SOZA membership base

B Publishers - provisional memberships
and members without voting rights 23

B Publishers - active members and
members with voting rights 31

M Authors - provisional memberships
and members without voting rights 1 160

M Authors - active members and
members with voting rights 875

I Deceased authors 323

I

had once again grown, counting
2 552 represented rightsholders as at
30.4.2016.

Authors - members 585
Provisional members 943
Members with voting rights 291
Members without voting rights 217
Publishers - members 16
Provisional members 19
Members with voting rights 15
Members without voting rights 4
Heirs — members with voting rights 94
Members without voting rights 2
Other heirs 366

The ISpA information system was
launched in April 2014 and its use
by rightsholders is steadily growing.

Compared to the year before when
the system was used by 237 authors
and publishers, it currently registers
423 authors and publishers.

The ISpA system underwent a mao-
jor overhaul as it also needs to ac-
commodate the use by heirs, who
do not have a unigue international
[Pl number. The system infrastruc-
ture was extended by a new section
called “Documents” designed to
publish documents only reserved for
rightsholders.

On 16.12.2015, having obtained
consent of the Panel of members
of elected bodies, SOZA’s Board ap-
proved the new Distribution Rules,
which infroduce sweeping changes
fo the royalties distribution system.
The changes reflect the provisions
of the new Copyright Act and the
strictly regulated obligations of the
collective rights management or-
ganisation, such as the obligation to
provide a precise calculation of roy-
alties with respect to the department
of collective rights management,
but also the intent of SOZA’s Board
to refine the calculation of royalties
due for the different types of uses of
artistic works in public.

It is necessary to note that the new
Distribution Rules apply to royalties
received affer 1.1.2016; therefore, the
real consequences of this new setup
for SOZA's economic results will be
felt in 2017.

Moreover, the changes also af-
fected the guidance issued o help
interpret the Distribution Rules and
the Complaint Procedure.

As a consequence, two new doc-
uments were drafted: Special rules
for using unidentified remuneration
and Rules for collecting, distributing

Development or SOZA's revenues and expenses in 2006 - 2015
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and paying out royalties. There is a
partial overlap between these two
and the applicable sections of the
old Distribution Rules in terms of the
topics they address, but considering
the new Copyright Act, it was felt as
necessary that the two be separate
documents.

All the new documents are avail-
able ot www.soza.sk, section “Docu-
ments”,

In addition to MusicJet, other on-
line services have emerged, specif-
ically YouTube and Spotify - the roy-
alties for most played music will be
distributed shortly.

In the course of last year, SOZA
representatives took an active part
in shaping the new Copyright Act as
members of the recodification com-
mittee and working groups, closely
cooperatfing with the sponsor of the
legislation - Ministry of Culture of the
Slovak Republic, to transpose the
applicable EU legal acts.

The fransposed legisiation included:

J Directive 2009/24/EC of the
European Parliament and of the
Council of 23 April 2009 on the
legal protection of computer
programs (codified version)
(Official Journal of the EU L 111,
5.5.2009)

) Directive 2012/28/EU of the
European Parliament and of the
Council of 25 October 2012 on
certain permitted uses of orphan
works (Official Journal of the EU L
299, 2710.2012)

J Directive 2014/26/EU of the
European Parliament and of
the Council of 26 February 2014
on collective management of
copyright and related rights and
multi-territorial licensing of rights
in musical works for online use

Royalties distributed
to foreign societies
in 2015

B AKM 1,27 % I Other societies less
B APRA 1,18 % than 1% 5,89 %
B ARTISJUS2,85% B PRS 19,67 %

I ASCAP 18,19 % SACEM 5,38 %
M BMI13,81% SESAC 1,04 %
M BUMA 1,01 % SIAE3,21 %
B GEMA7,77% SOCAN 1,21 %
M 0sA15,18% STIM 2,35 %

in the internal market (Official
Journal of the EU L 84, 20.3.2014)

In relation to the changes intro-
duced by the new Copyright Act
which were directed not only in-
wards, within the collective rights
management organisation, but also
outwards, with respect to users and
rightsholders, SOZA needed to pre-
pare for and approve a myriad of
changes and make adjustments.
For this purpose, the SOZA Board
set up a large working group to ac-
commodate the new legislation; the
group was composed of SOZA body
representatives and SOZA members
who are not members of any of ifs

The growth of number of rights holders represented on the contractual
basis in the period of 2011 - 2015

2129

2012

2228

2523
2321

2014

elected bodies but have a consid-
erable frack record in the collective
management of rights and are ex-
perienced in SOZA’s dealings, and
management  representatives  in
charge of these issues (in particular
Legal Department and other staff).
The working group drafted several
regulations, analyses, and memo-
randa. Based on the recommendo-
fions of the working group, the com-
petent SOZA bodies (Board, Panel,
and General Meeting) adopted the
following changes:

) changes in the structure of the
collective rights management
organisation and SOZA bylaws,

) changes in several internal
regulations (such as rules of
procedure of the General
Meeting, Complaint Code,
Distribution Rules, Voting
Procedure of the General
Meeting, Information Access
Regulation),

) new fariffs,

) other new regulations - SOZA
Regulation of the handling of
complaints and resolution of
disputes, Regulation of the audits
performed by the Supervisory
Board,

) new representation agreements
for rightsholders,

0 individual rules (Rules of collection
and payment of income from
collective rights management,
Rules of claiming effectively
incurred costs for the collective
rights management service,

Rules of collective appreciation
of income from collective rights
management and Rules of

risk management in income
appreciation solely in the inferest
of rightsholders offering adequate
security, liquidity and income
diversification, Special rules of
application of licensing fees,
private copying remuneration
and additional royalties collected
by SOZA without the possibility

of identifying or finding the
entitled rightsholders and royalfies
compensation).

Legal Department:

) contributed to the drafting of doc-
uments used for fraining SOZA in-
spectors,




J prepared a presentafion on the
new Copyright Act, which was
presented to SOZA members and
employees at the extraordinary
General Meeting,

D) prepared several analyses, opin-
ions and memoranda, which
served as basis for the working
groups drafting internal regula-
fions,

) attended working group sessions
(new Copyright Act & Distribution
Rules),

J dealt with the agenda regarding
implications of the New Copyright
Act for data protection (disclaim-
er regarding the rights of data
subjects, expression of interest to
be represented by a collective
rights management organiso-
fion), legal advice on cloud com-
puting (digitalisation require by
the new Copyright Act),

J prepare a list of fopics/docu-
ments that require redrafting fol-
lowing the passing of the new
Copyright Act.

In addition to the above achieve-
ments, the Legal Department partic-

e |

ipated in the digitalisation process:

) helped drafting the account
agreement and contributed fo
managing the drafting of the
agreement (coordinated and ne-
gofiated with other departments
- IT, Licensing).

J prepared analyses dealing with
the consequences of the Act on
Free Access to Information for col-
lective licensing agreements as
part of digitalisation.

In the course of the year, SOZA’s Le-
gal Department made intense ef-
forts to continue with the process of
finding a solution for addressing the
use of musical works without right-
sholders” consent and the enforce-
ment of outstanding royalties for us-
ing musical works or licenses under
collective license agreements, both
in and out of court.

INTERNATIONAL RELATIONS
Infernational cooperation between
SOZA and foreign partner organisa-
fions saw an expansion last year to
include rights management agree-
ments with authors and publishers

organised in the Brazilian SOCINPRO
and the American AMRA. All in all,
SOZA is now party to 104 treaties
and partners with 67 foreign organ-
isations to represent the interests of
foreign authors in Slovakia just as it
does defend the rights of local mu-
sical creators abroad in all countries
affording  rightsholders  copyright
protection.

In 2015, Slovakia became the first
EU member state to transpose the
European Directive on collective
management of copyright and
related rights and multi-territorial li-
censing of rights in musical works for
online use in the infernal market (“Di-
rective”) in the form of the new Cop-
yright Act. The purpose of the new
legislation is to harmonise the rules
of all collective rights management
organisations operating within the
EU, improve their efficiency, increase
fransparency vis & vis rightsholders
and users and fo create a frame-
work for supervision of collective
management. Being the first Euro-
pean collective rights management
organisation, SOZA had to adapt its
operations as of 1 January 2016 to




conform to the new legislation, be
it with respect to representing right-
M cD DVD sholders or users. In the General
Meeting of GESAC dated 19.11.2015,
SOZA, specifically its Foreign Re-

lations Department, outlined the
1500000 [~ know-how, the successes and the
challenges it encountered during
the putting the Directive info day-to-

1000000 [ day practice.
As part of the scheduled meetings
of legal experts of the GESAC mem-
500000 bers, SOZA contributed fo the draft-
ing of the international study fitled
0 . . . . B Measuring the transfer of value in

the online environment, which was

20T 2012 2013 2014 2015 aimed atf highlighting the dispro-
portion of the share authors have in

Revenues generated by Musical Performances in 2011 - 2015 the profit generated by online dis-
fributors of creative content, which
is nowadays pocketed mainly by
multinational Internet corporations,
tfo the detfriment of rightsholders.
The overhaul of the copyright rules
planned as part of the Digital Sin-
gle Market strategy presented by
the European Commission in 2015
should entail amendments to the
applicable EU directives to make

The number of licensed CDs and DVDs in the period of 2011 - 2015
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3000000 —
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201 2012 2013 2014 2015 sure that technical providers actively
making creative consent available
fo Infernet and mobile network us-

Revenues generated by Broadcasting, Retransmission and Online Services ers can no longer exploit the legis-
lative copyright loopholes to evade

7000000 — or minimise royalties payment. These
6000 000 include in particular services such
5000 000 as YouTube, Facebook, Dailymotion,
4000 000 Ulozto and other, as they generate
3000000 high margins on the provision of ac-
2000 000 cess to copyrighted works without di-
1000 000 recting adequate or zero remunera-
0 fion fo the rightsholders and authors

2011 2012 2013 2014 2015 of such works.

Apart from keeping in touch via

daily correspondence with partner

SOZA income and expenses development in the period of 2011 - 2015 organisations responsible for collec-

tive rights management, SOZA staff

M income Expenses affended the most important work

meetings organised by internation-

10000 [~ al organisations such as CISAC, GE-

SAC and BIEM and by partner soci-

8000 [~ eties Artisjus, Buma/Stemra and HDS

| ZAMP. At home, we had the pleas-

el ure to welcome representative of
4000 the American BMI.
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Organisational Structure

SO/ZA - 2015
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SO/ZA Financial Report 2015

Non-current assets

Assets

As af 31. 12. 2015 |

013 Software 923,395.46
018 Otfher non-current infangible fixed assets 30,870.77
021 Buildings 842,879.82
022 Individual movable assets and sets of movable assets 290,671.73
023 Vehicles 38,826.88
028, 029 Low-value non-current tangible assets 140,021.72
031 Land 21,307.18
041 Acquired non-current intangible assets 25,000.00
073 Software provisions -736,062.88
078 Provisions for low-value non-current infangible assets -30,870.77
081 Building provisions -473,002.89
082 Provisions for individual movable assets -237,431.92
083 Vehicle provisions -27,397.71
088, 089 Provisions for low-value and other non-current tangible assets -140,021.72
Current assets and accruals
12 Inventory 73.49
311 - 314 Trade receivables 2,220,150.74
315 Ofher tfrade receivables 92,678.39
335, 378 Receivables from shareholders, members and associations 5,777.94
211 -213 Cash and valuables 10,101.70
221, 261 Bank accounts 7,315,098.88
381 Prepaid expenses 23,220.77
391 Receivables provisions -19,566.03
Equity
411 Share capital
412 Provisions created under special regulation
Debts and deferrals
323 Short-term provisions
472 Social fund liabilities
321 - 326 | Trade liabilities
331 - 333 Liabilities fo employees
336 Social security liabilities
341 - 345 | Tax liabilities
379 Ofther liabilities
231 Shortterm bank loans
383 Accrued expenses
384 Deferred income
428 Profit/loss from previous years

Profit/loss

| Total assets/ liabilities

10,315,721.55




. 12,2015 |

Income Statement
Expenses

501, 502 Consumption of materials and energies 40,573.42
511 - 518 Services 417,968.95
521 Payroll 1.307.661.42
524 Statutory insurance 441,146.54
527,528 Social security 49,642.72
532 - 538 | Taxes and dues 13,848.08
543 Receivables written off 4,336.62
549 Other expenses 6,931.08
551 Depreciation of fangible and infangible assets 160,911.73
556 Creation of funds 104,817.88
562 Contributions to other accounting units 20,618.76
591 Income tax 560.93
602 Revenues from selling services
641 - 649 | Other revenues
655 Revenues from short-term financial assets
664 Membership fees
545/645 FX differences 5,411.49
Total expenses/revenues 2,574,429.62

Profit/loss




Audifor's Report

SPRAVA NEZAVISLEHO AUDITORA
pre vedenic a orgdny oblianskeho zdruZenia Slovensky ochranny zviiz autorsky pre priva k hudobnym
dielam

Uskutoénili sme audit prilofenej d&tovnej zivierky ob&lanskeho sdrufenia Slovensky ochranny zviiz autorsky pre priva
k hudobnym diclam, ktord ohsahuje stvahu k 31. decembru 2015, vykaz ziskov a strat a pommamky za rok kontiaci k
tomuto détumu, ako aj prehTad vznamngch dtovnych #dsad a Gflovnych metdd a daldich vysvetlujucich poenamok.

Zodpovednost’ Statutdrneho orgdnu za dlova zdvierku

Statutdrny orgin zdneFenia je zodpovedny za zostavenic tejlo Gétovaej zAvierky, a objektivin prezentdciu tejlo Gftovne]
zavierky, ktord poskytuje pravdivy a verny obraz v silade so Zékonom o GSlovaictve & 4312002 Z.z. v zneni neskorsich
predpisov (d'alej len ,zikon o nétovnfctve®), a za interné kontroly, ktoré Statutdmy orgén povaluje za potrebné pre
zostavenie iiétovnej zavierky, ktord neobsahuje vyznamné nesprivnosti, & u2 v disledku podvodu alebo chyby.

Zadpovednost auditora

Nagou zodpovednosfou je vyjadrif nizor na tito ultovnd zévierku na wdklade ndsho auditu. Audit sme uskutocnili
v stlade s Medzindrodnymi auditorskymi Standardmi. Podl'a tychio Standardov méme dodrfiavat’ ctické poZiadavky,
naplanovat' a vykonal audit tak, aby smc ziskali primerané uistenie, ¢ 0flovnd zivierka neobsahuje vyznamné

nesprivnosti,

sucastou auditu je uskutodnene postupoy na ZISKanie auditorskych dokazov O sumach a adajoch vykazanych v Gclovine)
zévierke. Zvolené postupy zdvisia od dsudku auditora, vratane postidenia rizfk vyznamnej nesprivnosti v (Clovoej
Zhivierke, & ul v désledku podvodu alebo chyby. Pri posudzovani tohto rizika auditor berie do Gvahy interné kontroly
relevaniné pre zostavenie Gftovnej mvierky Gftovnej jednotky, ktord poskywje pravdivy a vemy obrae, aby mohol
vypracovat’ auditorské postupy vhodné za danych okolnosti, nie viak na GZely vyjadrenia ndzoru na dfinnost’ interngych
kontrol d¢tovnej jednotky. Audit dalej zahifia zhodnotenie vhodnosti poufityeh G8tovnych zisad a Gétovnych metod a
primeranosti G&tovngch odhadov uskutofnenych Statuthmym orginom spoloénosti, ako aj vyhodnotenie prezenticie
iiftovnej zhvierky.

Sme presvedéeni, fe auditorské dékazy, ktoré sme ziskali, poskytuji dostatolné a vhodné vichodisko pre ndd nizor.

Nizor

Podla nésho ndzory Gétovna zdvierka poskytuje pravdivy a verny obraz finanénej situdcie obfianskeho zdrufenia
Slovensky ochranny zvilz autorsky pre prava k hudobnym diclam k 31. decembru 2015 a vysledku jej hospodirenia za rok
kontiaci sa k uvedenému ditumu v silade so zikonom o (&tovnictve.

Bratislava, 27. jan 2016

EfMks
konatel' kpmplémentdira

licencia UDVA €. 328 licencia SKALI £ 583
Biodkovd 32, 811 04 Bratislava Bidkovi 32, 811 04 Bratislava




Contacts

Slovak Performing and Mechanical Rights Society

Rasfislavova 3, 821 08 Bratislava

Branch office: Tekovskd 4, 821 09 Bratislava

Office of the
General Manager

Director

Mgr. art. Anton Popovic
+421 2 50 20 27 07
popovic@soza.sk

Secretariat

+421 2 55 56 93 62
+421 2 50 20 27 07
$0Za@s0za.sk

International Affairs
+421 2 50 20 27 08
infernational@soza.sk
Public Relations

+421 2 50 20 27 04
pr@soza.sk

IT Department

+421 2502027 12
informatika@soza.sk

Head of Department
Mgr. Eva Osvaldovd

+421 2502027 12

Legal Department

+421 2 50 20 27 37
pravne@soza.sk

Legal Department Management

JUDr. PhDr. Silvester Dandczy, PhD.

+421 25020 27 50

Memberships
+421 2 50 20 27 02

Disputes and Lawsuits
+421 2 50 20 27 03

General Agenda
+421 2 50 20 27 37

Licensing Department

+421 2 55 56 93 20
licencne@soza.sk

Head of Department
Marek Ockay
+421 2 50 20 27 34

Public Performances
+421 2 50 20 27 61
produkcie@soza.sk

Broadcasting, Retransmission
and Online Services

+421 2 50 20 27 34
licencne@soza.sk

ISNA
+421 2 50 20 27 38
isna@soza.sk

Financial Department

+421 2 55 56 93 32
ekonomicke@soza.sk

Head of Department
Ing. Erika Mindcova
+421 2 502027 23

Domestic Royalties
+421 2 50 20 27 24

Foreign Royalties
+421 2502027 72

Property Management
+421 2 50 20 27 58

Documentation,
Distribution

and Mechanical Rights
Department

+421 2502027 12
dramp@soza.sk

Head of Department
Ing. Rébert Osvald
+421 2 5020 27 12

Registration of New Musical Works
+421 2 50 20 27 29
domace@soza.sk

Royalties from Abroad
+421 2 50 50 27 60
zahranicne@soza.sk

Complaints
+421 2 50 20 27 60
reklamacie@soza.sk

Production of Audio
and Audio-Visual Media
+421 2 50 20 27 09
mechanika@soza.sk

Movie Royalties

+421 2 502027 13
film@soza.sk

WWW.S0Z0.sK

SLOVAK PERFORMING SOZA
AND MECHANICAL RIGHTS SOCIETY




