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What We’'ll Talk About

= Who needs to worry about royalties
= Registering with the Copyright Office

= Paying for the rights to use the musical
compositions — ASCAP, BMI and SESAC

= SoundExchange Internet Radio Royalties
= What they are for
= Who do you pay
= How much do you pay — NAB Settlement
= Other related proceedings

= Other legal issues of concern to streaming
companies
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Step 1 — Determine the Rights You
Need

= |f you only stream content you produced yourself, and in which
you own all the legal rights, no need to worry about music
royalties

= Make sure that you own all the rights, e.g. if you have local
sports rights, make sure they cover the Internet as well as over-
the-air

= Don’t use syndicated content without permission

= Watch out for national advertising spots that haven’t been
cleared for Internet use

= [t's an advertiser issue about paying SAG/AFTRA fees to
commercial talent

= Many ads are cleared for online use

= [f agency tells you don’t stream ads, don’t do it, or they may pass
their liability to you
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Step 2 — Register With the Copyright
Office if You Are A Music Site

= You need to tell Copyright Office that you are relying
on the statutory license — and you will rely on that
license unless you clear all music on your own

= File Notice of Intent to Rely on the Statutory License
= You are a Noninteractive Streaming Service

= You want both the Section 112 and 114 rights

= And you pay them $25
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Digression #1 — What is Section 112
and 1147

= Section 112 covers “ephemeral copies’, I.e
server and RAM copies

= Section 114 covers the public performance of
the sound recording

= Public performance is the transmission of the
programming to many people

= Sound recording is the musical composition as
recorded by a particular singer or band

= You need both the 112 and 114 rights to stream
music
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Step 3 — Rights to the Musical
Composition

= Musical composition = words and music to a song

= |t's what you pay ASCAP, BMI and SESAC for
when you broadcast

= Qver the air license covers your streaming — for
ASCAP and BMI — so far
= New negotiations currently underway
= Covers only the streaming of your over-the-air signal

= SESAC is a wildcard — they charge seperately for
streaming — and don’t have a public rate — need to

cut a deal with them
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Step 4 - SoundExchange Royalties

= “Public performance” of sound recording, and ephemeral copies
used in the streaming — those Section112 and 114 rights
= Non-interactive streams
= Not downloads
= Not podcasts
= Not streams where you can pick your playlist
= Not audio-visual works

= Sound recording performance royalty
= Not composition — not ASCAP, BMI and SESAC

= New royalty — in the last 12 years — for digital uses of
music only
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Where Do | Get the Rights to Do the
Other Stuff?

= Podcasts and downloads — need rights from
copyright holders in performance and composition

= Same for audio-visual works

= QOther royalties for business services, cable music
services, and satellite radio

= TUNE IN TOMORROW — At my session tomorrow,
more discussion of these issues
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Who Sets These Internet Radio
Rates?

= Copyright Royalty Tribunal Reviews Rates Every 5
Years — Looks At “Willing Buyer, Willing Seller”
Rates

= Negotiations Between the Parties
= NAB - SoundExchange Deal
= CPB deal
= Other noncommercial deals
= Small Webcaster provisions
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Details on Internet Radio Royalties

= Based on “per performance” metric — one song
heard by one listener = one performance

= Payments made to SoundExchange — nonprofit
formed by record companies — now controlled half
by labels, half by artists

= Money split between labels and artists — 50/50
= You pay monthly

= You have to find SoundExchange — they won't find
you

= Forms on their website —
www.soundexchange.com
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Different Rates for Different Folks

= CRB sets the default rates

= Many settlements cut for different or lower rates
= Small webcasters

Pureplay Webcasters

Many noncommercial deals

Broadcaster deal

= Big webcaster/ Sirius XM streaming deal

= Broadcaster deal

= Covers all the streams of a broadcaster — simulcast and
Internet-only streams, too
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How Much Do | Pay - Royalty

Comparison
NAB — SoundExchange Copyright Royalty Board
Settlement Decision
=2010 - $.0016 =2010 - $.0019
=2011 - $.0017 =2011-2015-TBD

=2012 - $.0020
=2013 - $.0022
=2014 - $.0023
=2015 - $.0025

NOTE - ALL RATES PER
PERFORMANCE
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What's It Really Mean?

= At 2009 rates, assuming 12 songs an
hour — about 2 cents per listener hour

= By 2015 — 3 cents per listener hour

= About $13 monthly if you average 1
listener, 24-7

= $21.60 monthly for 1 average listener in
2015
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What Else Do | Get From the NAB
Deal?

= Benefits on “performance complement”
and reporting requirements for some
programming

= Special deal for small broadcasters
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Benefits of NAB Deal - Specifics

= Normally limits the number of songs by the same
artist that can be played back-to-back or within a

three hour period

= Walvers from record labels so that only limit is that not
more than half of the CD played in a three hour period

= As long as normal radio formats are maintained

= Ephemeral copy exception — can keep digital copies
on hard-drive for more than 6 months
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Digression #2 — the Performance
Complement

= No more than 2 songs in a row from the same CD

= No more than 3 songs in any four hour period from
the same artist

= Must identify songs on screen with album, song and
artist information

= No preannouning of when a specific song will be
coming up
= All this applies to non-simulcast streams
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Record Keeping Obligations

= Broadcasters must keep “census” data — all songs
played, artist, “aloum?” title, label, number of plays

= Need outside service to comply —some CDNs will
provide record-keeping

= Limited exceptions for groups where only need ATH
numbers and playlist — 20% in 2009 decreasing to 8%
by 2015

= Qutside NAB deal, CRB requires census for all but
some noncommercial webcasters — asking for info on
costs for small entities
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Small Broadcaster Special
Provisions

= Up to 27,777 ATH per year

= About 3 average simultaneous
listeners per hour

= $500 per year

= Pay an extra $100 and no
recordkeeping
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Does streaming at NAB rates make
sense?

= [ssues about precedent

= Financial implications — some big
groups say they can make money

= Benefits for very small stations

= Recordkeeping and making money
are the problems for in-between

stations
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Digression #3 — the Broadcast
Performance Royalty Discussion

= Current headlines about possible broadcaster
settlement to pay SoundExchange for over-the-air
uses of music

= 1% set by statute — no CRB right to change

= Reduction in broadcaster streaming fees — possibly
to include elimination of CRB as decision-maker

= FM Chips in Mobile Phones
= Elimination of SAG/AFTRA issue
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