





14

Re:Sound 2013 Annual Report

Re:Sound 2013 Annual Review

RE:FLECTIONS
& RE:SULTS

Strategic Plan 2009-2013

2013 was the final year of Re:Sound's first Strategic Plan, launched in 2009.
The main pillars of the plan set aggressive goals for:

Increasing revenues

Increasing efficiencies

Developing the brand

Developing business relationships

Our final numbers for 2013 show that Re:Sound has grown core revenues by 90%
over the period of the strategic plan. As a result of a number of comprehensive
efficiency reviews and the implementation of new systems and ways of doing
things, 2013 also saw our lowest ever expense-to-revenue ratio. Over the same
period, the number of tariffs certified and overseen by Re:Sound had increased
from 4 to 14, and the number of businesses licensed by Re:Sound had increased to
85,000.

In 2013, the Executive Management Team put the finishing touches on our new
Strategic Plan (2014-2016), which was approved by the Board of Directors in 2013.
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Domestic Connections

One of the keys to our success in Canada has
been making direct contact with industry decision-
makers to familiarize them with what we do.
Through one-on-one contact, we are better able
to make them aware of their potential obligations
to acquire a license to use recorded music.

In 2013, we worked with businesses that use music
on a number of different levels. Our relationships
with trade organisations in the hospitality, fitness
and other industries continue to be key, as are our
relationships with major industry players in each
sector. But we also spend a lot of time reaching
out to small independent businesses (restaurants,
nightclubs, retail, gyms, banquet halls - to name
a few) to educate them on the value that recorded
music brings to their business, and on their
licensing obligations.

Accomplishing this day-to-day work continues
to be driven by traditional means, such as direct
mail distribution, trade show attendance and
phone contacts.

International Connections

Re:Sound actively engages with similar
organisations around the world, sharing best
practices and knowledge. This is especially
important as increasingly the use of recorded
music (through music streaming services, etc.)
cuts across national boundaries. Re:Sound also
manages bilateral agreements on behalf of our
maker members, ensuring that Canadian labels
receive payment when their recordings are
used outside of Canada.
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Tariff Headlines

Re:Sound files tariffs for various types of recorded
music use, including radio stations, pay audio services,
satellite radio companies, gyms, nightclubs and
background music users such as restaurants,

retail establishments and hotels.

Some of the significant activities in 2013
included the following:

Fitness (Tariff 6.B) Judicial Review

On November 19, 2013, the Federal Court of Appeal
heard Re:Sound's application for judicial review of the
decision of the Copyright Board certifying Re:Sound's
inaugural tariff for the use of sound recordings in
fitness centres, Re:Sound Tariff 6.B, Use of Recorded
Music to Accompany Physical Activities, 2008-2012.
Re:Sound had challenged the rates set by the Board
on the grounds of procedural fairness.

Throughout 2013, Re:Sound continued to work
co-operatively with Canadian fitness centres and
industry groups to educate and inform the Canadian
fitness industry about their licensing obligations
under Tariff 6.B.

Commercial Radio (Tariff 1.A)
Copyright Board Hearing

Re:Sound participated in a consolidated Commercial
Radio hearing before the Copyright Board in October,
2013, which dealt with the renewal of Re:Sound'’s
tariff for 2012-2014 as well as the tariffs for SOCAN,
CMRRA and others.

Re:Sound sought changes to the current music use
reporting requirements to increase the amount of
reporting it receives from radio stations, including
making 365-day reporting (the standard in most
countries around the world) mandatory for all
stations. These important changes will assist
Re:Sound in its efforts to distribute royalties to
rightsholders in the most representative and
efficient manner possible.
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Webcasting/Simulcasting (Tariff 8)

In the absence of a Copyright Board decision, we
continued to operate under agreements enabling
music streaming services to enter the Canadian
marketplace. These agreements provided services
with certainty as to their royalty obligations and
allowed royalties to be collected for rightsholders.
This meant an effectively functioning marketplace
in Canada based on these agreements.

Technology

Our daily operations revolve around the
processing of large amounts of data (literally
millions of microtransactions). In order to maximize
efficiencies, we are continuously improving our
systems - always with the aim of doing more with
less. We also work with our member organisations
and similar organisations around the world to
develop uniform standards in technology, which
will increase efficiency to get more money into the
hands of rightsholders.

In 2013, we upgraded our process and capabilities
by introducing new business intelligence software
to integrate the different components of our
databases. This resulted in better data evaluation,
greater efficiency in our processes, improved
compatibility with other organisations’ systems
and faster payouts.
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Government and Public Relations

In 2013, we worked to continue building on our
government relations strategy to benefit our
rightsholders. We developed and managed
relationships with government representatives
and public agencies, and ensured that we had
a credible voice and were included in all
consultation processes regarding copyright.

Canada took further steps in 2013 towards
fulfilling its commitment of ratifying the
WIPO Performances and Phonograms Treaty
(WPPT) by tabling the treaty in the House of
Commons on June 12, 2013. Implementation of
WPPT in Canada is an important step in bringing
the protections afforded to sound recordings in
Canada more in line with the protections
afforded in other countries. Re:Sound looks
forward to the final stage of ratification in 2014.

Distribution

Re:Sound's distribution experts ensure that the
right people and companies receive their royalties.
In 2013, we collected revenues from more sources
than ever before while collecting more usage data
than ever before.

Currently, there are over 2.17 million sound
recordings in our database and we processed
38.4 million sound recording performances in
2013, paying out a record number in distributions,
including a record amount of international royalties,
primarily from our agreement with SoundExchange.
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RE:AL PEOPLE

Re:Sound is made up of a team of talented
professionals whose passion and dedication drives
them to make a meaningful difference in both the
lives of musicians and in the continued success of
the Canadian music industry. This passion extends
beyond their day jobs, and our employees are proud
to play an active part in the music community.

Re:Cital

In November of 2013, Re:Sound hosted Re:Cital,
our first-ever fundraiser concert. As a company
that works with music every day, it's not surprising
that our employees include some highly talented
musicians and the event gave them an opportunity
to show off for a great cause. The event was
organised as a fundraiser for the Canadian Music
Therapy Trust Fund, a not-for-profit organization
that strives to promote, develop, and support
music therapy services and research in order

to improve the quality of life for Canadians. The
event was a smash hit, with a terrific turnout from
member organizations, friends, family and industry
colleagues. In the end, over $2,000 was raised for
this worthy cause.

Every year, Re:Sound rewards staff members with
achievement awards for exceptional work. This
year's Re:Sound “Juno Award” went to the group
who organized the Re:Cital fundraiser. The team
included Elliot Carol Chow, Chris James, Eunice Kim,
Brett Baxter, Jordan Fine and Serge Cassano.
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“Re:Cital was a wonderful experience. | enjoyed
sharing my music with my colleagues and, of course,
learning about all the talented people working at
Re:Sound. | also felt honoured to raise funds and
awareness for such an important cause as the
Canadian Music Therapy Trust Fund.”

- Fallon-Peage Tulloch
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Corporate Social Responsibility

As part of our CSR initiative, Re:Sound employees
also participated in Clean Toronto Together, an
annual park clean up in celebration of Earth Day.

Employee Survey

Re:Sound conducted our first employee survey in
2011, and conducted a second in 2013, achieving
100% participation for the second time. One key
indicator we look at is the number of employees
who would recommend Re:Sound as a great place
to work. In 2011, 85% of employees said they would
recommend Re:Sound as a great place to work.

In 2013, this number increased to 90%, something
about which we are justifiably proud. Another key
indicator is how proud our employees are that they
work for Re:Sound. We saw an increase from 86%
in 2011 to 93% in 2013, an impressive result for any
company. Clearly Re:Sound employees are a highly
engaged group, who believe strongly in and take
pride in the work that they do.
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93"

40*

of employees say they are
proud to work for Re:Sound.

of Re:Sound employees
are also musicians.
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Five-Year Strategic Plan
(2009-2013) established.

RE:VIEW

Satellite Radio Tariff certified.

NRCC becomes Re:Sound
and launches new website.

Epicor licensing system rolled out.

365-day reporting for
commercial radio implemented.

Dance Tariff certified.

The Copyright Act is amended to acknowledge
the essential contribution of artists and record
companies in the creation of sound recordings.

Over $30 million in
collected revenues.
New distribution
database system
rolled out (LPDS).

Fitness Tariff

The Neighbouring Rights Collective of judicial review.

Canada (NRCC) is established and files
tariff applications 1-19.

Awarded Ontario Government
funding to create Canadian

Music Database. Commercial Radio

Tariff hearing.
Commercial Over 15,000 new business Integration of new
Radtl.?. Tgr'ﬁ contacts made. Business Intelligence
certified. Pay Audio Software.
CBC Radio Servj;es Tariff Live Events Tariff certified.
Tariff certified. certified. Background
Music Tariff .
certified. Fitness Tariff certified.

Re:Sound Timeline

1963 1983 1993 1997 2002

General Industry

Polaris Songza launches
Napster founded. Music Prize in Canada
The best-selling established.

album of the year is

Cloud technology
Celine Dion's “Let's

Talk About Love,”

YouTube created by three
former PayPal employees.

Rdio music

MP3 format
appears for
digital music.

selling 844,253 units.

The year's number one
album is Shania Twain's “Up!”
with sales of 579, 243.

The iPod is introduced,

streaming service

The best-selling
album of the year
is Susan Boyle's

launches in Canada.

Philips and Sony
introduce the
Compact Disc format.

Philips introduces the
cassette tape format.

The best-selling album

of the year is Eminem’s
“The Marshall Mathers LP,”
selling 679,567 units.

offering “thousands of
songs in your pocket.”

“| Dreamed a
Dream,” selling
318,771 units.

Sam the Record Man
closes its iconic flagship
store on Yonge St.

in Toronto.

introduced, allowing media
to be stored online.

Satellite radio companies
Sirius Canada and XM
Canada merge to become
SiriusXM Canada.

Arcade Fire wins the Grammy
for Album of the Year for
“The Suburbs”.

Apple’s iTunes Store song
sales pass 25 billion.

The best-selling album

of the year is Eminem’s
“The Marshall Mathers LP 2,”
selling 242,232 units.

Album Sales Source: The Nielsen Company
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RE:VENUE

Financial Highlights

In 2013, domestic neighbouring rights revenues were $30.6 million, surpassing the
$30 million mark for the first time in the organisation’s history. This represented growth
of 6% over 2012. Growth was fuelled by significant increases in public performance
revenues, as well as revenues from agreements with music streaming services.

International revenues increased from $2.3 million in 2012 to $5.0 million in 2013,
mainly due to the receipt of significant past year (non-recurring) revenue from
SoundExchange in 2013.

Private copying revenue (received from the Canadian Private Copying Collective)
fell from $2.8 million in 2012 to $2.6 million in 2013.

Total income increased 12.6% (from $34.2 million in 2012 to $38.5 million in 2013),
while monies available for distribution increased 14.3% (from $28 million in 2012
to $32.0 million in 2013).

(in $Millions) 2013 2012

Income

Neighbouring Rights - Domestic
Neighbouring Rights - International

Other Income

Total Neighbouring Rights Income

Private Copying Income

Total Income

Expenses

Monies Available for distribution

Total income increased 12.6%.
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RE:PRESENTATIVES

Executive Management Team

Arif Ahmad

Vice President
& General Counsel

Martin Gangnier

Director,
Licensing

Doris Tay

Director,
Distribution
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’

lan MacKay

President

Michelle Baily

Vice President,
Human Resources

Otis Quinn

Director,
Information Technology

4 Clement Wong

' Vice President,
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Board of Directors

Re:Sound's Board is composed of representatives
from our member organisations.
Performer Member Representatives

Brad Keenan
ACTRA Recording Artists’ Collecting Society (RACS)

Annie Morin (Chair)
Artisti

Margaret McGuffin
Musicians’ Rights Organisation of Canada (MROC)

Maker Member Representatives

Lyette Bouchard
Quebec Collective Society for the Rights of Makers
of Sound and Video Recordings (SOPROQ)

Graham Henderson (Vice-Chair)
Audio-Video Licensing Agency (AVLA)

Stuart Johnston
Canadian Independent Music Association (CIMA)

Member Organisations

TS
DA

X AVLAL

S»

Recording
Artists’
Collecting
Society

A DIVISION OF ACTRA
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STUl.I

ON

AIR 2013 TOP 10

Commercial radio/eligible sound recording

rankings by spin count.

Artist

Lumineers

Serena Ryder

Walk off the Earth

Maroon 5

Armin Van Buuren / Trevor Guthrie
Mumford and Sons

Taylor Swift

Tegan and Sara

Serena Ryder

Tyler Shaw

Title

Ho Hey

Stompa

Red Hands

BEVIe] gl

This Is What It Feels Like
| Will Wait

I Knew You Were Trouble
Closer

What | Wouldn't Do

Kiss Goodnight



