


I. LITA, Society of Authors, Basic Information

LITA, Society of Authors, is a civil association of authors and other right holders registered
by Ministry of Culture of the Slovak Republic under no. VVS/1-900/90-793. As of December
312013, it consists of 736 members. It operates in accordance with and under the Statutes
approved by the LITA General Assembly (http://www.lita.sk/files/stanovy.pdf), as well

as license no. 2/2004 for collective management of rights as amended by the decision of
Ministry of Culture of the Slovak Republic No. MK-663/2010-70/6165 from May 11 2010
(http://www.lita.sk/files/opravnenie.pdf). It exercises collective management of rights in
accordance with 5th part of the Act 618/2003 Z.z. on the authors ” right and related rights to
authors” right (Copyright Act).

LITA represents authors of literary, dramatic, music-dramatic, choreographic, pantomimic,
audiovisual works (with the exception of authors of music created for or used in an
audiovisual work), works of photography and visual arts, architectural works and works of
applied arts.

Inyear 2013, LITA represented on the basis of representation agreements 2442 Slovak
authors. Out of which 390 were deceased authors whose heirs concluded representation
agreements with LITA.

On the basis of reciprocal representation agreements with foreign societies of collective
management of rights and mandates LITA represents a great number of right holders from all
over the world when their works are used in the territory of the Slovak Republic.

In exercising compulsory collective management of rights in certain fields of use, LITA
exercises rights for all right holders and distributes royalties and remuneration.
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II. Organizational structure
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1. GENERAL ASSEMBLY

According to the art. VIL. clause 1 of the Statutes of LITA it is its highest body, which meets
oncein a two-year period. The General Assembly was held on May 16 2013. Apart from other
things the report on the activities of the Board of LITA, the report on financial management
of LITA and the report on the activities of the Supervisory Council were discussed. The General
Assembly adopted amendments in the Distribution Rules.
(http://www.lita.sk/files/Rozuctovaci_poriadok_LITA%20%282013%29.pdf).

2. BOARD

According to art. VIIL. clause 1 of the Statutes it is the highest body of LITA in the interim
period between the General Assembly meetings.

Inyear 2013, the composition of the Board was as follows:

Marian Puobis - Chairman, Martin Porubjak - Vice-Chairman

Eva BorusSovicova, Mirka Brezovska, Judita Csaderova, Dusan Dusek, Elena Flaskova,
Kazo Kanala, Anna Sebestova, Ondrej Sulaj, Dusan Tranéik, Elena Zahorakova - members,
representatives of authors

Daniel Kollar - provisional member, representative of publishers

Inyear 2013 the Board met 8 times. At its meetings, the members discussed and approved
fundamentalissues regarding ways of exercising collective rights management and copyright
protection in relation to

- collection of royalties and remuneration and current situation,

-issues of collection of royalties and remuneration for private copying and cable
retransmission,

- collective license agreements (CLA on public lending with Slovak National Library, CLA in
the field of cable retransmission, contractual relationships with RTVS, Radio and Television
Slovakia, and others).

The Board also

- approved LITA s financial plan for year 2013 and dealt with other financial management
related issues and documents,

- made a decision, in compliance with the Distribution Rules, on the use of lapsed royalties
and remuneration that could not be paid (on principle, these royalties were allocated for
distribution to areas of use in which they were created),

- approved the plan of business trips abroad,

- admitted new members,

- dealt with the preparation of the LITA General Assembly and preparation of relevant
documents,

- addressed other issues (e.g. Rudolf Sloboda Prize, use of the Social and Cultural Fund),

- dealt with the preparation of an amendment to the Copyright Act (orphan works and works
commercially unavailable) and preparation of the recodification of the Copyright Act.

At several meetings, the Board addressed the issue of the ending term of office of the LITA
director. To prepare the admission process (art. XI. clause 1 of the LITA statutes) for the
post of Director a preparatory group was set up in April 2013 composed of four members of
the Board whose task was to submit for approval an organizational plan of the admission
process (approved at the June meeting of the Board). Part of the organizational aspects
were: conditions for serving as a director, the method of choice, delivery date of applications
containing, among other things, a brief concept of further development of LITA, the way of
hearing candidates, voting method and ensuring the participation of the Supervisory Council.

Three candidates applied for the post of Director. Atits meeting on September 13 2013, the
Board, based on hearing out individual candidates, decided by secret ballot that the director
of LITA for the next 5 years will be Magdaléna Debnarova.
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The admission process was carried out in accordance with the Statutes of LITA and conditions
set outin the organizational plan.

3. SUPERVISORY COUNCIL

In accordance with art. X. caluse 1 of the Statutes it is a supervisory body of LITA. In year
2013, the composition of the Supervisory Council was as follows:

Katarina Revallova - Chairwoman

Martin Kellenberger, Katarina Minichova - members

The Supervisory Council members attended meetings of the Board of LITA and participated in
the admission process for the post of the LITA director thus fulfilling directly their obligations
resulting from the LITA statutes.

4. EXECUTIVE BODIES

At the head of the executive apparatus is the Director (art. XI of the Statutes), appointed,
based on the result of the admission process, for a period of five years by the Board.

In 2013, doc. Mgr. Art Lubomir Fifik, whom another five years term ended on October 6
2013, acted as the director of LITA. Mrs. Magdaléna Debnarova has been a Director of LITA
effective from October 7 2013.

In 2013, there were 22 employees working in LITA in the following departments:

- secretariat,

- licensing department,

- documentation and repartition department,
- economic department.



III. Foreign activities

LITAis a member of severalinternational organizations associating collecting societies that

represent the same or similar repertoire. It has a statute of

M a member of

* CISAC (Confédération Internationale des Sociétés d “Auteurs et Compositeurs -
International Confederation of Societies of Authors and Composers)

* IFRRO (International Federation of Reproduction Rights Organisations)

* SAA (Society of Audiovisual Authors)

M an observer within

* EVA (European Visual Artists)

LITA signed up reciprocal representation agreements and mandates for different uses

of different types of copyrighted works with individual foreign collective rights management
societies and other organizations associating right holders.

Their list can be found on http://www.lita.sk/index.php?c=1&a=43.

In 2013, employees of LITA made several business trips and attended meetings:

B (CISAC - International Council of Creators of the Graphic and Plastic Arts and
of Photographers, March 2013, Paris,

B CISAC European Committee, April 2013, Bratislava,
M The 10th International PLR Conference, September 2013, Dublin,

B CISAC - Dramatic, Literary and Audiovisual Works Technical Committee, October 2014,
Istanbul,

B SAA - Counsil of General Politicy, November 2013, Brussels,

B CISAC Seminar on collective management best practises and good governance,
and relationship between supervisory bodies and CMOs in CEE, November 2013, Budapest.
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IV. Activities of LITA, Society of Authors
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A. MAIN ACTIVITIES

1. COMPULSORY COLLECTIVE MANAGEMENT OF RIGHTS

LITA exercises compulsory collective management of rights in following areas:

a) reproduction of literary, dramatic, music-dramatic, choreographic, audiovisual works,
works of visual arts and photography, architectural works and works of applied arts for
personal use,

b) reproduction of literary, dramatic, music-dramatic, choreographic, audiovisual works,
works of visual arts and photography, architectural works and works of applied arts by means
of reprographic or other technological equipment,

c) cable retransmission of literary, dramatic, music-dramatic, choreographic, audiovisual
works, works of visual arts and photography, architectural works and works of applied arts,
d) public distribution of copies of literary, dramatic, music-dramatic, choreographic,
audiovisual works, works of visual arts and photography, architectural works and works of
applied arts through lending,

e) resale of original works of art,

f) public distribution of copies of literary, dramatic, music-dramatic, or audiovisual works
through lending for which appropriate remuneration is paid.

LITA exercises compulsory collective management of rights in its own name and on its own
responsibility also for the right holders with whom it have not concluded any representation
agreement. More details on http://www.lita.sk/index.php?c=1&a=12.

2. VOLUNTARY COLLECTIVE MANAGEMENT OF RIGHTS

LITA exercises voluntary collective management of rights in following areas:
a) public execution of literary, dramatic, music-dramatic or audiovisual works,

b) communication to the public of literary, dramatic, music-dramatic, audiovisual works,
works of visual arts and photography, architectural works and works of applied arts by any
technical means excluding broadcasting, cable retransmission and making available,

c) broadcasting literary, dramatic, music-dramatic, audiovisual works, works of visual
arts and photography, architectural works and works of applied arts, including satellite
broadcasting,

d) public distribution of copies of literary, dramatic, music-dramatic, audiovisual works,
works of visual arts and photography, architectural works and works of applied arts through
letting,

e) making available of literary, dramatic, music-dramatic, audiovisual works, works of visual
arts and photography, architectural works and works of applied arts,

f) public display of works of photography and visual arts, architectural works and works of
applied arts,

g) reproduction of literary, dramatic, music-dramatic, audiovisual works, works of visual arts
and photography, architectural works and works of applied arts,

h) public distribution of copies of literary, dramatic, music-dramatic, audiovisual works,
works of visual arts and photography, architectural works and works of applied arts,

i) public distribution of copies of literary, dramatic, music-dramatic, or audiovisual works
through letting for which appropriate remuneration is paid.

. oo LITA exercises voluntary collective management of rights in its own name and on its own
I I ta 080 responsibility for the right holders with whom it has concluded a representation agreement.

Society of Authors More details on http://www.lita.sk/index.php?c=18&a=13.
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B. ADDITIONAL ACTIVITIES

1. REPRESENTATION OF RIGHT HOLDERS ON THE BASIS OF MANDATE

AGREEMENTS OF REPRESENTATION

In compliance with its Statutes LITA represents authors in exercising their property rights

if also other than collective exercising of these rights is permitted. It regards concluding
individual license agreements with various users, especially in the following areas of use (of
works):

a) theater and other stage productions and related contracts for rental of music materials,
b) reproduction of works by their publication in printed or photographic form,

c) use of works for various purposes (for the purpose of processing to create typologically
different work, e.g. agreements on the use of preexisting works for the creation of audiovisual
works, radio adaptation, using the works in production of various products, advertisement,
etc.).

2. SETTLEMENT AGREEMENTS

In case a work is used without consent from the right holder, LITA enters the process of
settlement arrangement in the name of the author and concludes a settlement agreement
with the users.

3. DEPOSIT OF WORKS

This LITA service related to the copyright protection was requested by authors themselves.

In case of a dispute, the deposit serves to demonstrate that a person handled a work as of
certain date, which is particularly important in case a work is used illegally (without author “s
consent), or some other person passes it for his/her work. Yearly, LITA deposits an average
of 95 objects and concludes a contract of deposit with the depositor. More details on http://
www.lita.sk/index.php?c=1&a=15.



V. LITA Social and Cultural Fund

LITA Social and Cultural Fund was established in compliance with the CISAC Declaration
on collective management of authors “ rights and based on reciprocal agreements of
representation with foreign collecting societies.

As of 31.12.2013 the Fund account stated 80.505,15 eur (including 3.559,- eur reserved for
social purposes). In 2013, the Fund did not draw any funds.

More details on http://www.lita.sk/files/Statut_socialneho_a_kulturneho_fondu_LITA.pdf.
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VI. LITA Economic Results

© © 0 0 0 0 0 00000000000 00000000000 000000000000 0000000000000 0000 00 O

A. THE STRUCTURE OF COLLECTION OF ROYALTIES AND REMUNERATION
(CASH COLLECTION)

A.1 COMPULSORY COLLECTIVE MANAGEMENT OF RIGHTS

COLLECTED ROYALTIES AND REMUNERATION

year 2013 year 2012
amountin euro amountin euro

cable retransmission 1056 531 342 687
private copying 106 139 126 558
reprographic reproduction 328 444 311085
public lending 315153 208 051
resale of the original work of visual arts 104 247 119 140
total 1910 514 1107 521

1. CABLE RETRANSMISSION

The collection of royalties for cable retransmission is, based on the treaty of ALIANCE, carried
out as a joint collection by SOZA for collecting societies LITA, 0ZIS, SLOVGRAM and SOZA. The
collection increased by 208% compared to year 2012. This increase was the result of

- fulfillment of settlement agreements with cable operators which renounced collective
license agreements and used the then applicable wording of Section 82 of the Copyright Act
and all filed lawsuits regarding the determination of collective license agreements,

- adjustment of rates for the use of works in cable retransmission,

- achieving an improvement in payment discipline of obligated persons.

2. PRIVATE COPYING

In accordance with the Treaty of ISNA (collection center for fees paid), the joint collection
for collecting societies LITA, OZIS, SLOVGRAM a SOZA is carried out by the last-mentioned.

In 2013, the collection of remuneration in this area decreased by 16.1%. Decline in the
collection is a long-term issue mainly resulting from constant and rapid developmentin

the area of digital technologies and consumers  interest shifting to other commodities.

This negative trend should trail off in the course of the next year. ISNA adopted measures
which put focus on products that are gradually replacing or have already replaced traditional
commodities. Also, increased efforts are needed to identify obligated persons and improve
payment discipline.

3. REPROGRAPHIC REPRODUCTION

There is a similar trend in the area of reprographic reproduction as it is in private copying
(new technologies and subsequent changes in consumer behavior). Despite these objective
facts, LITA has managed to maintain the collection on relatively the same level. In 2013,

we recorded a slight increase of 5,6%. For the next year LITA prepared a series of measures
aimed at increasing the collection of reprographic remuneration so that the new technologies
are taken into consideration, payment discipline improves and evasion of the obligation to
pay reprographic remuneration is prevented.

4. PUBLIC LENDING

This method of use of works is carried out under the relevant legislation by concluding one
collective license agreement with Slovak National Library in the name of the entire library
system of the Slovak Republic. For year 2013, LITA managed to negotiate more favorable
terms which accounted for an increase of 51,5% in the collection of remuneration.
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5. RESALE OF THE ORIGINAL WORK OF VISUAL ARTS (DROIT DE SUITE)

If a work of visual arts is resold by auction houses, exhibition organizers, exhibition hall
operators or other persons, authors of these works are under the provisions of § 19 of the
Copyright Act entitled to compensation which accounts for a certain percentage of the
purchase price. The percentage is set according to the level of purchase price.

In 2013, LITA recorded a decrease of 12,5% in collection of this type of remuneration.
Although collection in this area is largely influenced by the amount of sales and by the
purchase price, in the future, LITA must focus on more consistent efforts to prevent unfair
practices of some sellers. For this purpose LITA has entered several lawsuits and cooperated
with law reinforcement agencies. This effort should bring its results in the future.

The collection of all royalties and remuneration in 2013 represented an increase of 72,5%,
with the highest amount being collected in the area of cable retransmission and public
lending.

6. SHARE OF CASH COLLECTION FROM ABROAD

Cash collection from abroad accounts for 4,4% of the total volume of the royalties and
remuneration collection within the compulsory collective management of rights, majority of
which is represented by the collection in Czech Republic. The percentage reflects the extent
of the use of works by Slovak authors in foreign countries in case of the above mentioned
methods of use.

A.2 VOLUNTARY COLLECTIVE MANAGEMENT OF RIGHTS

year 2013 year 2012
sum in euro sum in euro
communication to the public
(TV and R broadcasting, retransmission) 479 565 647 299

1. PUBLIC TRANSMISSION

Public transmission is a broad concept that includes, among other things, also radio and
television broadcasting, further public transmission of works by means of technical devices
(retransmission), making available, etc.

Compared to 2012, the cash collection in this area has decreased by 25,9%.

1A) TELEVISION BROADCASTING

Collection for the use of works in television broadcasting accounts for 80,8% of the collection
for public transmission. Compared to 2012, the collection in this area of use decreased by
15,2%. MCTV and its channels are responsible for the largest share of the decline - about
82%. The collection from other broadcasters saw a slight increase.

The biggest problem when using the works in television broadcasting is the practice of buy-
out contracts, when author signs a contract for all methods of use with the user for a period
of copyright protection for one lump sum. The practice of the so called buy-out contracts is
not Slovakia “s peculiarity, it is known (with minor exceptions) in all European countries.
International societies operating in Europe associating audiovisual collecting societies

deal with this problem, SAA, of which LITA is a member, in particular. In the past years, The
European Commission had a study made focusing on contractual practice in the Member
States of the European Union. The study was completed and published in February 2014

and among other things brought knowledge of different practices regarding buy-out rights,
especially in case of producers of audiovisual works. It brings a lot of legislation suggestions
and proposals, including adjustment of the right to remuneration for authors/co-authors of
audiovisual works. The amount of remuneration should be determined upon use (assessment)
of works, i.e. not by a lump sum.

The practice of buy-out contracts in Slovakia means that individual televisions pay for the
use of a work (royalties) only when using archival works (produced in the early 90 “s when
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different legal requlations were in force and it was not possible to conclude the so-called buy-
out contracts). The cash collection, which decreases every year, then depends on the number
of the used archival works.

Therefore, LITA "s task for the future is to promote, in collaboration with authors and their
professional associations, such legal adjustment that would reduce the practice unfavorable
to the author to a minimum in this area. In 2016, the new Copyright Act should enter in force;
LITA and its representatives are involved significantly in the recodification process.

1B) RADIO BROADCASTING

Collection for radio broadcasting remains on circa the same level, year 2013 saw a slight
decrease of 4,5%.

1C) OTHER PUBLIC TRANSMISSION BY MEANS OF TECHNICAL DEVICES (RETRANSMISSION)

In the past years LITA mandated 0ZIS to collect remuneration in this area. There wasn "t any
positive breakthrough in cash collection in 2013, on the contrary, we recorded a significant
decline in collection (almost 300%). Even though law reinforcement has been launched
through lawsuits, LITA has to draw the consequences from this fact for the future and make
some major decisions.

A.3 REPRESENTATION OF RIGHT HOLDERS ON THE BASIS OF MANDATE AGREEMENTS
OF REPRESENTATION

COLLECTED ROYALTIES

year 2013 year 2012

sumin euro sumin euro
public performance 458 506 534169
sale of copies of works (reproductive rights) 48 478 58 701
total 506 984 592 870

These are works primarily used in theater and other stage performances, where continuous
decline is being recorded, in 2013 the collection dropped by 14,5%. Cash collection in this
area depends on the interest of right holders to use the services of LITA in the area where
they can manage their rights themselves. Users (theaters and other companies) primarily
make use of LITA “s services in securing rights from abroad.

TOTAL COLLECTED ROYALTIES

year 2013 year 2012
sumin euro sumin euro
2897 063 2 347 851

In 2013, total collected royalties and remuneration increased by 23,4% compared
to year 2012.

B. PAID ROYALTIES AND REMUNERATION

PAID ROYALTIES AND REMUNERATION

year 2013
sumin euro
local authors 1370171
foreign authors 359 030
total 1729 201




C. ADMINISTRATIVE COSTS

(O

year 2013
sumin euro
material consumption 5410
energy consumption 7 306
repairs and property maintenance 28988
travel expenses 3510
representation expenses 18
other services 3450
labor costs 380281
statutory social insurance 117 326
taxes and fees 14 679
other costs 4650
depreciation of small tangible assets 30567
amortization of intangible assets 0
international organizations - membership fees 3141
total costs 599 326
year 2013
sumin euro
use of works 517 355
services for right holders 2175
rent for the musical material 1759
interest 63 836
member contributions 6339
total revenue 591 464

Profit for the year 2013 was negative in the amount of - 7.862,- eur. Based on the decision
of the Committee, the difference was covered from the LITA bridge account set up for this
purpose.

The average overhead expense of LITA in 2013 accounted for 17,206% of collected and
paid royalties and remuneration.

The wording of the Annual Report of LITA for year 2013 was approved
by the Committee at its meeting on 16.06.2014.

Marian Puobis
Chairman of the Board
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