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Greetings

| ~ Hello!

| am very glad to be hosting the ‘Asia Music Industry Leaders Forum,’ in
conjunction with the “2008 Asia Song Festival.” The purpose of this
forum is to facilitate discussion and cooperation between the leaders of
Asia’s music industry, under our theme of “Plans to improve
international exchanges for the development of the music industry in
Asia.”

Most of all, | believe that this forum provides all of us with a very meaningful opportunity to
meet our counterparts in the music industries of other countries, and to build relationships
with them.

It has been said that the 21%* century is the era of culture. Cultural contents have been
becoming increasingly important. Of the numerous types of contents, however, music
contents are the area that is showing the most demand.

Asia has achieved amazing growth in the half-century since its modernization. In particular,
the cultural industry in Asia has been developing very rapidly, based on the long history and the
unique cultural value present in the region. | think the music contents market has unlimited
potential. Music is an essential part of many other types of cultural contents, such as films,
television dramas, games, and animation.

With the development of broadcasting technology and digital contents in the 21 century, the
practice of limiting a contents market to a single country has been fading away. Now all of
Asia is one market. Music contents have been created and produced to satisfy music
consumers throughout Asia. The same singers and songs are now loved by listeners all across
Asia, regardless of their nationality. As music contents are being freely exchanged, the
practice of co-production and co-marketing has become prevalent in the industry, to meet the
needs of the entire Asian market.

Now music contents are being consumed in many different forms. They are aired as music
videos, and released as albums. They are sold in various digital formats for use in cell phones,
MP3 players, and PMPs. The same song can touch all music lovers in Asia, and create a basis
for understanding through our similarities.

All of you who work in the music industry in Asia should feel a responsibility to touch the hearts
of music lovers across Asia, reaching beyond nationality, ethnicity, and social structure, and to
provide music contents in a way that is faster and more convenient.

Considering all of these needs, the industry leaders from each country in Asia will take
advantage of this rare opportunity provided by the ‘Asia Music Industry Leaders Forum’ to
discuss the current status of the music industry in Asia and to come up with plans for future
development and cooperation. | hope this forum can create a common ground for us through
‘music,” and bring unity in Asia despite our different cultural backgrounds.

This communication and exchange will lead us to be the center of the international music
industry in the future, and enable us to nurture world-class singers and create killer contents
sooner.



Finally, | would like to express my sincere appreciation to President Osamu Sato from Japan
Pony Canyon, Vice President Calvin Wong from Warner Music Asia, Managing Director Surachai
Sensri from GMM Grammy, who were willing to speak at the forum despite their busy schedules.
| give my thanks to the music industry leaders who came here from overseas, as well as the
members of the domestic music industry, workers for music-related organizations and
academics. | also wish to thank all of the staff members who helped to prepare this forum.

It is my hope that this forum can continue to develop in conjunction with the Asia Song Festival,
where it will serve as a venue for communication and cooperation between music industry
leaders in Asia, and furthermore, as a place where the leaders of the international music
industry can meet and share in the future.

Thank you.

Korea Foundation for International Culture Exchange
Chairman, Hyun-taek Shin
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2008 Asia Music Industry Leaders’ Forum

Advancing the Music Industry through Multinational Cooperation

October 4, Saturday, 10:00~13:00

The Grande Hyatt Hotel, Seoul, Korea (Venue : Regency Room)

Time

Centre

10:00-10:15

Opening Remarks by Hyun-taek Shin (Chairman of KOFICE)
Congratulatory address by Osamu Sato (Chairman of the Pony Canyon
Inc. / The former Chairman of Record Industry Association of Japan)

10:15-11:00

Section 1.

<Presentation 1>

Problems found from business ties with Korean companies in Thailand
Surachai Sensri

(Thailand, Vice President of the GMM Grammy Public Ltd.)

< Presentation 2>

Current Status and Strategies for Cooperation with Other Asian
Countries

Suk-joon Ahn

( Korea, Vice President of the WS Entertainment )

<Open Discussion >

11:00-11:10

Coffee Break

11:10-11:50

Section 2.

< Presentation 1>

Current state of the Japanese recording industry, following its overseas
expansion

Sato Osamu

(Japan, Chairman of the Pony Canyon Inc.)

< Presentation 2 >

What are the key factors to have a successful Korean Music Business in
the Asian Region?

Calvin Wong

(Hong Kong, Vice President of the Warner Music Asia)

<Open Discussion >

11:50-12:00

Wrap Up & Closing

12:00-13:00

Networking Luncheon
- Venue : Regency Room, Grand Hyatt Hotel
- Participants : Asian Music Industry Leaders & Asian Journalists
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Problems found from business ties

with Korean companies
in Thailand

by Surachai Sensri

Thailand
Vice President of the GMM Grammy Public Ltd.
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Surachai Sensri

Education:

June 1987 - March 1992

Bachelor Degree of Business Administration,
Majored in Adverting Management

Assumption University (ABAC)
Bangkok, Thailand

Experience:
February 2006 to Present GMM Grammy Public Company Limited Managing Director

February 2004 to October 2005 Craftsman Records Company Limited Managing Director
August 2003 to January 2004 BMG International Asia Pacific Senior Director, BMG
February 1998 to July 2003 BMG Entertainment (Thailand) Limited Managing Director
September 1997 to January 1998 BMG Entertainment (Thailand) Limited Marketing Director

August 1992 to August 1997 EMI (Thailand) Limited
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Problems found from business ties with Korean companies in Thailand
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Problems found from
business ties with Korean

companies in Thailand

Problems found from business ties with Korean companies in Thailand

1. Middleman

Some of Korean labels have licensed their products to Korean companies (both base inside
Korea and outside Korea) for exploitation of the products outside Korea.

Some of Korean labels have asked their Thai friends to help getting licensing deals in
Thailand to exploit their products in Thailand.

These companies and people have tried to sub license the products to GMM Grammy and
other companies in Thailand.

We found that they do not have enough knowledge about music industry especially about
rights.

Some Thai and Korean companies in Thailand have released some products without getting
proper clearance, such as digital sales. This may violated music publisher’s rights.

It makes things worse for licensee who wants to sell Korean products in Thailand.

G“MM

GRAMMY
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Problems found from business ties with Korean companies in Thailand

2. Synchronization Clearance

Adaptation violation - The label did not get clearance for adaptation. They let the artist sings in
Korean by using other people melody.

Synchronization violation — The label synchronizes the video with the new version (new
master) which using other people melody (Korean lyrics)

No sub publisher in Asia / Thailand for some western song writers.

The label can provide the name of the songwriters but they do not have sub publisher(s) in
Asia / Thailand.

If we can’t clear 100% of that specific song, we have to remove the song from the package.

If the label does not approve for releasing the package without that specific song, we can’t
release the single/EP/album at all.

G-MM-

GRAMMY

Problems found from business ties with Korean companies in Thailland
3. Label Copy

Some of the labels do not provide label copy.

The essential information is the song writers’ name and sub publisher (s) company
in Thailand.

We have accrued mechanical royalty according to the industry rate, but we don’t
know whom to pay to.

Sometimes the song writers use pseudonym, which is not their real first name and
last name, this makes our life very difficult to find out who they are.

G”MM
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Problems found from business ties with Korean companies in Thailand

4. Adaptations Clearance

There are many times that we want to clear the song to adapt into Thai language by
GMM artists.

But the song writers and/or the original music publisher compares Thailand market
with Japan market which is about 50% bigger in term of value.

They use the income or advance they have got from Japan to be a benchmark to
ask from us, which is not realistic. -
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Current Status and Strategies

for Cooperation

with Other Asian Countries

by Suk-joon Ahn

Korea
Vice President of the WS Entertainment
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Suk-joon Ahn

Current Position Vice President

Education Status Master’s degree from Graduate School of New York University

Resume Details

2007
2001

2000
1999

1997

Award

Vice President, WS Entertainment

Music Business Team / Export Support Team,
Korea Culture & Content Agency

Strategic Entertainment Division, Samsung SDS

Promotions Services Division, Cheil Communications Inc.

Music Division, Samsung Entertainment Group Co., Ltd.

2002, Ministry of Culture and Tourism Award
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Current Status and Strateg es for Cooperation
. with Other Asian Countries

Oct 2008

WS ENTERTAINMENT
Suk-Joon Ahn

Contents

1. WS Entertainment
2. Korean Music Market
2-1. Korean Music Industry and Market Size
2-2. Music Market Size in 2006
2-3. Current Status by Market Category
2-4. Overseas Activities
3. Strategies for Cooperation with Other Asian Countries

3-1. Showcase and Music Festivals
3-2. Seminars and Forums

3-3. Fund Investment
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1. WS Entertainment

- Established in Nov 2006

- Joint Venture company based on partnership sharing Warner Music’s
International Network, SKT’s marketing and distribution channel and
Management know-how

SK Telecom “’IA':,"‘ER MUkaC One Source Multi Use
Marketing & Distribution nt’l Netwo Management
© WSE

* ®
A EEEENER RS

5 artist teams incl.
Baek Ji Young & Ha
Dong Qn, 9 actors incl.
Lee Bo Young & Song
Chang Eui

2-1. Korean Music Industry — Categories and Market Size

- Music Industry Categories by Ministry of Culture and Tourism

¢ Record companies

R I
ecaryl Fndystry ¢ Records wholesale-retail
 Mobile Music Service
Digital Music ¢ Online Music Service
Industry ¢ Phonogram Distribution
» Phonogram Processing and Offering
Concert Tndustry e Concert planning and production

¢ Related Services

Karaoke Industry e Karaoke machine and service
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2-2. Music Market Size in 2006

- Music market size in total: 1,861.8 Billion KRW

Record Industry
5%

Digital Music Industry
19%

Concert Industry
10%

¢ Record Industry: 84.8 Billion KRW

» Digital Music Industry: 356.2 Billion KRW
e Concert Industry: 188.7 Billion KRW

¢ Karaoke Industry: 1,232.1Billion KRW

2-3. Current Status by Market Category
- Record Industry

(Billion KRW)
400
350
300
250
200
150
100

50

2001 2002 2003 2004 2005 2006

* The decrease comes from paradigm changes rather than changes on economic conditions
« Industry analyzed 2005 to be the bottom line but the decrease continues

- 41 -



2-3. Current Status by Market Category

- Digital Music Industry

¢ Revenue and ratio by category

. Revenue
t i 0
Colrgories (Milion kRw) <2 (%)

- Mobile Music Service : 112,893 32%
. Online Music Service 88,947 ) _25%

Phonogram Distribution ‘ 15,390 4%

Phonogram Processing and !

Offering | wes did

¢ Implications
- Continued evolution of black market
- Shifts on business models
- Unsolved problems in music industry

2-3. Current Status by Market Category

- Concert Industry

Musicals Cozggrts cil::cs:::s Operas? Etc.

i il
(Milion 107,190 23,967 30,006 10,191 = 17,361
KRW)

Ratio 56.8% 12.7% 15.9% 5.4% 9.2%

- Implications
e Obvious differences between success and failure of Pop concerts
« Still the revenue of classic concerts (incl. Operas) is much bigger
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2-4. Overseas Activities

v Difficulties on aggregating the export data in music contents
business

v YOY growth rate in 2005 was 33.3%, and -33.8% in 2006

v' Changes on exporting type of products - Royalties, concerts,
management service: products immaterialized

v Han Ryu (The Korean Wave) limits within Asia

3. Strategies for Cooperation with Other Asian Countries

3-1. Showcases and Music Festivals

- Showcase: market place for all participating countries

2004 2005 2006 i 2007
’ Shanghai, ' Ho Chi Minh,
Country Tokyo, Japan = Tokyo, Japan Cling A Wietna

Odaiba Zepp ~ ShangHai o .

Venue Shibuya-BOXX Tokyo Da Wu Dai
Date and
Time Oct 2004 Jul 2005 Nov 2006 Jul 2007
& Lee Seung : SG Baek Ji Young,
Par:lrté:g;ted Hwan, Whee :Fc’ Gl e Wannabe, Ha  Park Jung Ah
Sung Etc. : Dong Qn Etc.  etc.
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3. Strategies for Cooperation with Other Asian Countries

3-2. Seminar and Forums

- Needs for understanding of the difference in cultures and markets
v Market size, features, differences

- Associations, organizations and the government need to lead
3-3. Fund Investment

- SKT-KTB, LOEN Entertainment (Seoul Records), Eins Digital, CJ & KTF
v Music funds are investing in this market only
v' Partners in funds are limited to music industry
v Research and consideration of overseas business lack
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Current state of the Japanese
recording industry,
following its overseas expansion

by Sato Osamu

Japan
Chairman of Pony Canyon Inc.
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Sato Osamu
Current Position President & CEO
Education Status Mar. 1964, Graduated from Department of Law, Keio University

Resume Details

Jun. 2007 Counselor, Record Industry Association of Japan
Jun. 2005 Chairman & CEO, Pony Canyon, Inc.

Sep. 2004 President, Record Industry Association of Japan
Jun. 2002 President & CEO, Pony Canyon, Inc./

Director, Kyodo Television, Ltd. / Director, Fuji Pacific Music, Inc./
Director, Record Industry Association of Japan
Director, Japan Video Software Association

Apr. 1998 President & CEO, BMG Japan, Inc.

Sep. 1987 President & CEO, BMG Victor, Inc.

Mar. 1984 Executive Director, Victor Entertainment, Inc.

Award

Apr. 2006 Awarded with the Medal with Blue Ribbon (E5#% %2 %%, Ranjuhoushou)
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PONY CANYON INC.

n iR

1966 €8 / Kr=21200 /
NYUB: S, DY, 201, AXX
BEIXo| I8, MR, B0y
20074 & 0§ 260021 o1
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KM-MARKIT, Al 23t 2 012 LI, 7 X| &!,ZEEBRA, JiLL-Decoy assosiation,Jazztronik, SONOMI,CHERRYBLO
SSOM,D-51,8t0I1CH 43, % XI3| LR3I E, £ X E} 001, FRL X & 2,FLAME,FUNKIST,Home Grown,
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ASIA SONG FESTIVAL 2008

Leaders’ Forum
(Current state of the Japanese recording
industry, following its overseas expansion)

October 4, 2008

Pony Canyon Inc.
Osamu Sato

The present state of the recording
i in Japan

m -Past 3 years (2005, 2006, 2007) have shown continuous growth year-
on-year
. . .

growth in 2007, based on revenues)

(Unit -One Hundred million Yen ) ¥ The sum of audio recordings, moving picture and sound source
6,000

4815 4562 4,313 , 4619 4,666

5,000

Source : RIAJ

Statistics
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Remarkable growth of sound source

ices
-141% growth in 2007
m -The steady growtgh of ‘Live Bell Pool’ has been pulling up the entire

(amount: Yen. Hundred million)
450

Trend of digital distribution market /E‘C-(Z%’
400 23
352 <« Etc. (moving pictures,
350 | : ]

Ring Back Tone

HAKU-UTA Fu
o True Tone Full]

Mobile phone
(90%)

00

-

( 2005:343 )= 200&5 )= 2007:755 )

Source :RIAJ

Statistics

Comparison with other leading
countries worldwide

= -Of the top 10 countries, only Japan exceeded the previous year’s record (2006).
=  -Other major recording markets have been in a decline.

Mu ales of leading countries{20Uo [Reasons for steady Japanese Market]
(Sum of audio recordings, moving picture, sound source service) ©Continuously growing mobile sound source
(Unit :One hundred million US dollars) i services
Other 25% United States
9;

WIN-WIN business model

(49.4

US$19.6 billion
——

©Small decline of package sales

Sustain reliable distribution
system by re-sale music CD plan

y

France

6%
(11.3) apan 18%
Germany 7% United Kingdom 10%  (35.6) Percentage of sound source services in leading countries

(14.1) 0.0 i

USA  Japan United Germany prgnce Top 20
Kingdom

(Source: IFPIT Global Recording Industry In Numbers 2007 J)
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International music in Japan

= Not only western pop music, but a wide 100%
variety of other musical genres have 904
been introduced.

80%
= Recently, the market for Korean and 704
Chinese music has become more firmly
established. 60%
50%
= There are many concerts, live events
and festivals featuring Japanese singers 40%
both domestically and abroad, which 304
means that there have been more
chances for the Japanese to be 20%
exposed to forei i

10%

0%
2000 2001 2002 2003 2004 2005 2006 2007

There are no regulations restricting
foreign music in Japan, so foreign
musicians are free to perform and
record in Japan.

Source:RIAJ Statistics

Overseas expansion of the Japanese
recording industry

m  RIAJ (Recording Industry Association of Japan)
The overseas music industry expansion committee

= With the cooperation of recording companies, the committee has been working for overseas
expansion, centered on Asia.

s Consulting on Tokyo Asia Music Market (TAM), Introducing J-pop through various kinds of trade
shows, showcases, etc.

= Opening portal site for Japanese music

*RIAJ: http://www.riaj.or.jp/

m  PROMIC (Foundation for Promotion of Music Industry and Culture) aims for the overseas market
= Sponsoring TAM. In&Out of showcase.
= Organizing ‘Japanese Music Information Center’ in Seoul, Jeju island, Beijing and Shanghai.
= Supporting oversea festivals and events of singers (through teamwork with international
associations)

*PROMIC: http://www.promic.net/

m  CoFesta* (Japan International Contents Festival)
- He‘ﬁf&'sﬁval proudly represents games, animations, cartoons, broadcasting, OST, etc. It is the world’s largest contents
ival.
= There are 16 events include TAM, Tokyo game show, Tokyo International Film Festival, TIFFCOM (Asia-Pacific
Entertainment Market).
*CoFesta:http://www.cofesta.jp/
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Recording industry Introduction in Asia

m Actively promoting the licensing of Japanese music

Audio market volume in 2006, and

Licensing in 2006

Japanese recording share

Xlicense results: RIAJ

Market amount, etc. : IFP! stalistics

) Total Est. 2.16 million Nation Market Shipping Shipping amount | Japanese
Thailand units - copies(Est. 1,000 volume (unit: amount of Japanese recording
0.11 milli it One hundred (unit: 10,000 recording (unit: share
1.1, liion Uy million Yen) | ynits-copies) 10,000 units-
copies (50 titlag copies)
Taiwan 69 610 77 12. 6%
Hong China a4 1, 950 60 3.1%
Kong / Korea 77 810 35 4. 3%
£ Hong Kong 56 480 18 3.8%
Thailand 35 1,130 1 1.0%
Other 116 3,070 15 0.5%
Total 395 8, 050 216 2.7%
R
Trend of ;
Japanese
recording .
share No data for

Thailand in 2002

m Cultural differences

— Other

— Packages
— lllegal services

m Legal and Regulatory issues

— Management of copyright, billing on secondary usage, etc.
— Broadcasting regulations when singing in Japanese language

m — Profit sharing ratio for digital services
m — Extended time to license due to censorship of song lyrics, etc.

m Problems of pirate editions

Special factors involved in licensing Japanese
music to other Asian nations




Assignments of recording industry

= An overflow of sound source services piracy has impeded the
expansion of legal sound source services.

T No
File exchange . compensation
software(PC) for copyright

illi Ythe amount is estimated by holders
Est. 399 million songs Eeshas ioading counts. |

Paid sound source service market F
75.5 billion Yen e°mv°"=:t':1"
or copyrig
Yen)  For mobile phone  %Sum of Live Bell, Live Bell Pool | Ohe"

b holders
Est. 35 million songsRCGEEEETIIIR LY Est.422 million songs ;;,ﬁon

l'Usage of pirate sound source services for mobile 'phoneJ
OOf all mobile phone users, 83% are recognized, 37% are used. In particular, use
by teenagers is very high. (Between 12-15 age group are 64%, and 16-19 age

group are 57% used) -
QOf all illegal site users, 14% of them had uploaded least once

(7704 ~f allillanal cita iicare dAn vint fasl aniltu ahnaut dawnlaadina cantant illasalhs

[Countermeasures against piracy by RIAJ] .
End of March, 2008

©Lawful enforcement

: ; i 2 @'Keep our mobile songs’ campaign
@ Claim to erace widesnread illeaal miisic 4 9 paig

lllegal services for mobile phone
= Over 170,000 files in total

@Legal measures
=bulletin board operators must
cooperate with law enforcement with

" regard to mobile phone/illegal upload : all
4 persons under arrest
(Judgment for the principal offender: 1 year
imprisonment and 3 years probation)

MBS HAETUIL

lllegal file exchange
’*
*

@Warning messages to illegal music file _ ﬁ fi RAGEREIPALOFRIPHELLD
users
=0ver 12.1 million messages

@®Require sender information .~ claim

damages :
=Total of 14 persons presented written- OTechnical countermeasures

pledges and paid the claimed damages @To prevent illegal mobile services, various
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PONY CANYON INC.

= About
> Established in 1966 / Capital 1.2 billion Yen / Employee 360
» Enterprise: Planning, manufacture and sale of music, culture, literature, sports, movies,
entertainment , etc. Packaged (CD, DVD etc.) digitaf contents.
> Sales of 60 billion Yen in 2007

m Characteristics
> An affiliate company of the best Japanese media group, FUJISANKEI COMMUNICATION GROUP. The
group has the strong advantage of a relationship with r-'uji television Inc. and other related group
companies.
> Actively expanding business to all music, motion pictures, movie and digital contents.
> Through PONY CANYON KOREA INC. in Korea, the comﬁany introduces Japanese music to Korea, but
also introduces Korean movies, television program and Korean singers to Japan
m  Artists
> <Jgo|43 singer> Aiko, Idoling!!!,ART-SHOOL, w-inds., Ueto aya, LM.C, Oku hanako, KREVA, GRAPEVIN
E, KM-MARKIT, Simokawa Mikuni, ShuChiShin, ZEEBRA, JiLL-Decoy assosiation, Jazztronik, SONOMI,
CHERRYBLOSSOM, D-51, Shoko Haida, Fujiki Naohito, Fujita Emy, Huruchi Doko, FLAME,E—LUNKIST , H
ome Grown, Buono!, Misuoka Masami, Mori Sbasa, Mori Masako, Yamada Yuoo, Yucca, YOUNGSHIM
Rhymescientist,Lead, Lisa Halim,etc.

Thank you.

PONY CANYON




ASIA SONG FESTIVAL 2008

Leader's Forum
(BRDOLO—FEZXDRIREEBNER)
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PONY CANYON INC.

s BE

»

>

>

= R

s E

>

1966458 /| RAER12(8A / ##%XR360%
BERAS FX HR XE AR—Y BRE, KEGERE/vr—IYTHCD, DVDHF) RUT U4
UFUYDOEE. HE, BFE

2007EF* £600{EA

BEERRTIATAT T N—TFI 2S94 44 )L—7F | (FUIISANKEI COMMUNICATION GROUP) D %
V& BEH THIMICTLE AV ESH T L—TRUEDEBICKERH N HD.

TR BE BRE. TUALILTFUVRTOS B THRENGSRRMATE# S,
WEICHUTIZRMEAF SR, PONYCANYON KOREA INC.ABEL THAERNORERMETIOH%
5% MEOKRE, TVEENSBAT—T( ALDEFRETREEDYELLDBEAORBAETHOTL
E38

R 7—T4X+

<JpopF7—F+4AL> aiko, FAKY 4111 ART-SHOOL,w-inds.. L FE. LM.C, BREF_ KREVA,
GRAPEVINE. KM-MARKIT . FJII#<IZ, ##l . ZEEBRA,JILL-Decoy assosiation, Jazztronik, SONOMI,
CHERRYBLOSSOM, D-51, [FLVZL&S5C, BRE A, BB %, TR F. FLAME, FUNKIST, Home
Grown, Buono!, #f 2% %K. HF2F. LB, Yucca. YOUNGSHIM, Rhymescientist, Lead. Lisa
Halim, etc.

CRBER#SICSVEL,

000

PONY CANYON
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ASIA SONG FESTIVAL 2008

Leaders’ Forum
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PONY CANYON INC.

s £iR
> RIFI66F | REKI2{ZBT/ RA360E
> zgmgzﬁa BR.XZ.0H., BE. RFFENEERE(CO, DVDF) R HESRE M TR 1E.
4
» 20075894 E$R6001Z B 7T

m R
> B XAIRIEDQ SIFUIISANKEI COMMUNICATION GROUPHIBE R F), 52 FMB A Fuji
Television Networki% ##258,
> BN B B¥. YBATERATELEETI#ITEL,
> EFE, & XA A. PONYCANYON KOREA INC., BRAERHATHE, REE HitENEE. &
UTE.BRBFVEFR.
n EFEFRRHAF
» < Jpop®FE> aiko. idoling !'!, ART-SHOOL,w-inds.. £F % .LM.C. BEF KREVA. GRAPEVINE,
KM-MARKIT, Shimokawa Mikuni, ShuChiShin. ZEEBRA, JiLL-Decoy assosiation. Jazztronik.
SONOMI, CHERRYBLOSSOM, D-51, Shoko Haida . KRB A. MEEX | HREF. FLAME,
FUNKIST. Home Grown,Buono!. }M2%. %K. %2F. (WEE . Yucca. YOUNGSHIM,
Rhymescientist. Lead. Lisa Halim%
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What are the key factors to have
a successful Korean Music Business

in the Asian Region?

by Calvin Wong

Hong Kong
Vice President of Warner Music Asia

R
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Calvin Wong

Current Position Executive Vice President Asia
Warner Music Asia Pacific

Career details:

Calvin has direct overall responsibilities for seven Warner Music companies in the South East
Asian markets including Korea, Hong Kong, Philippines, Thailand, Malaysia, Singapore and
Indonesia. On top of that, he is also the marketing head for all 10 Warner Music territories
across Asia including Japan. Calvin has worked in the music industry for over 20 years and has
been instrumental in launching a host of local and international acts in Asia.

2006 Executive Vice President Asia, Warner Music Asia Pacific

2005 Senior Vice President, Warner Music Asia

1998 Vice President Marketing, Warner Music South East Asia

1997  Vice President Marketing, EMI Music South East Asia

1996 Marketing Director, EMI Music Malaysia

1994 Regional Marketing Manager, EMI Music South East Asia

1988 Promoted to Label Manager, EMI Music Malaysia

1987 Kick starting career as a Sales Representative at EMI Music Malaysia
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Asia Music Industry Leaders Forum
Seoul, October 2008

What are the key factors
to have a successful
Korean Music Business
in the Asian Region?

Asia Music Industry Leaders Forum Y
Seoul, October 2008 \
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The 4 Key Factors!

1.Know The Market...Well
2.Find A Reliable Local/Regional Partner
3.Effective Marketing Plan

4.Unique Korean Music Content

1. Know the market...well

. Every market is different in Asia and there are very different to Korea!!!

. Here are some facts to illustrate this:

. Most SEA market has only 1 main digital application which is
coloring (RBT). Over 95% of the business.

. Because of rampant piracy, bad service & open phone system,
ring tones and full track download did not take off. Blog BGM is
only BIG in Korea via Cyworld.

. Korean repertoire is under 5% or less of the total market
outside Korea.

. Korean music is grouped together in most markets next to
Japanese and has limited retail shelf space.

. Taiwan is the gateway to Greater China and regional success
and not Beijing, Shanghai or Hong Kong!!!
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The Amazing Digital Market Fact About China!!!

“Mobile music has surpassed the traditional music industry in China”

The retail value for legitimate music was US$70.8 million in 2006, compared
to US$1.5 billion in mobile music revenues

*China Recorded Music’s Downward Trend Vs. Mobile Music’s Growth

Recorded Music Revenues 2001-2006 () Mobile Music Revenues 2005-2010 @
Music Mobile
3000
250 2500
200 § 2000 1
__3 150 g 1500 1
Z 100 1000
E
50 500 1
0 o

2005 2006 2007 2008 2009 2010

2001 2002 2003 2004 2005 2006

[. Ringtones = RingbackTones lFuIIluan

But... content owners only receive a disproportionate share
of mobile music sales!!!!

In 2006, content providers received only 2-5% of US$1.5
billion in total music-related mobile revenues in China
(including IVR)

*Music—Related Mobile Revenue Breakdown within the Value Chain"

Ringbacktones

Ringtones
Operator SP  (p
cp Revenue 6  gop
Operator Share %

g
2% 15% 6%

perator

i Subscription
Revenue

SP 83%

83%

* Accounting Issues - lack of transparency continues




2007 Asia Music Market Size
(Wholesale) US$ mil

Digitatl
CcD Digital Total penetration

China 37,138 31,102 | 68,240 46%
Hong Kong 49,707 6,229 | 55,936 1%
Indonesia 34,712 22,686 | 57,397 40%
Malaysia 17,861 4,670 | 22,532 21%
Philippines 14,178 1,623 | 15,801 10%
Singapore 24,263 915 25,178 4%
South Korea 56,055 87,254 | 143,309 61%
Taiwan 59,366 7,454 66,820 11%
Thailand 48,090 14,954 | 63,043 24%

341,369 176,887 | 518,256 34%

If the market for Korean music is small...
...how to make money?

1.CD and physical sales
2.Digital

3.Touring
4.Endorsements

5.Movies & Drama

“Have all these revenue stream
been fully maximize?”
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The Main Objective:

“Create A Regional Korean Superstar”

Only a superstar can fully utilize all the possible revenue
streams and secure maximum and highest value!!!!

Rain is the perfect example.

Dong Bang Shing Gi, Se7en, E Hyori,
Super Junior and Shinhwa are some of the potential
artists that can and will be able to achieve this objective.

2. Find a reliable local/regional partner

1. They are your eyes and ears for your company
and artists reputation.

- Choose them wisely.

2. Is a good advance money the only thing that matters?

- It create safety in investment but does it bring higher
chance of success?

3. Does making a 1 album deal works?

- Why would your partner invest in long term artist
development if that's the case?

- SM has along term strategic partner with Avex in Japan
and some parts of Asia. Strong acts are developed over time
like Dong Bang Shing Gi, Super Junior, Boa, HOT,

Fly To The Sky & Shinhwa.
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What quality does your partner
need to have?

1. They must know the Korean repertoire.
- Understand both Korea and in their own market / region

2. They must have the ability to identify which act

has a chance to become superstar.
- Selling to Koreans in foreign market is not worth the time and money.
- You must sell to local people who don’t normally listen to Korean music.

3. Good and long track record of breaking Korean acts.

4. Ability to represent artist in all facets of income
including endorsement and touring.

- This is becoming more key in the process of building superstar.

5. Accurate reporting especially digital.

- Digital sales accounting is still in it’s infancy outside Korea.

6. Able to see new trends and not be afraid to fail
with new/exciting artist(s)

7. Able to provide regular update on artist/market.

3. Effective Marketing Plan

A standard marketing will not guarantee success.
Asian market is getting more sophisticated and segmented.
How to break through the barrier?

1. Marketing and promotion must be synchronized as one
together with the domestic plan.

- International labels have been doing this for years when launching
Global Superstars like Madonna, U2 or Mariah Carey launched their
new albums. This means everything has to be ready long in advance
which is not the case for most local repertoire in Asia except Japan.

2. What level of investment is expected?

- Globally, CD market is shrinking in double digit.
- Digital market is not well developed in most Asian markets?
- Without right level of investment how superstar can be groomed?




3. Effective Marketing Plan

3. What kind of Korean media/program is available
in Asia?

- e.g. Pops in Seoul in HK, China has X-Man on Hunan TV

- Korean drama is showing everywhere including an exclusive Korean
drama channel in Taiwan.

4. Is MTV Asia and Channel V as effective as before

to help in creating regional stars?

5. Does Asian and local award shows matter?
- Which ones do we need to attend to break BIG?

6. Sponsorship is playing a more important role than

ever before.

- Does management allow this to break artist?

- How to do this without affecting endorsement possibilities
which brings in money to artist?

3. Effective Marketing Plan

7. How important is localization to reach the bigger
market.

- It has to be well thought off.

- Does singing in local language a good idea if the singer
does not do it well enough?

- Does doing a duet with local artist the right strategy?

8. Promo trip is essential for new acts!

— It is almost impossible for success unless new artist
visits the market even though they may be BIG in Korea.

9. Management must understand local cost and
expectation.
- Example, a special packaging costs in Thailand may
have severe impact to their overall marketing compared
to Taiwan or HK.
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4. Unique Korean Music Content

Korean market has grown in recent years because
the content offering is most unique in Asia. It's a
mixture of exciting dance routines, beautiful idols
and great songs as well as well placed music on
drame}”series which leads to Korean drama & OST
boom!!!

Korea must continue to offer new and exciting
entertainment that is unique to Korea only. Korea
cannot assume same thing for too long and
consumer will look for something new and exciting
from somewhere else.

Korean Trend in Asia for 2008/2009

Superstar Performers

Seven Rain Shinhwa

- 107 -




Korean Trend in Asia for 2008/2009

Superstar female dance/pop performers

Lee Hyo-Ri Chae yeon

Korean Trend in Asia for 2008/2009
Super idol boyband

T ISCAND

Super Junior Tong Vfang Xien Qi FT Island
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Korean Trend in Asia for 2008/2009

*

Super Girl Idol Group

Jewelry

Wonder Girls

Korean Soundtrack

Lovers in Paris
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Remember “The 4 Key Factors!”

1. Know The Market...Well
+

2. Find A Reliable Local/Regional partner
-+
3. Effective Marketing Plan
Y

4. Unique Korean Music Content

“The Next Korean Regional Superstar!”

Kamsa Hamnida!

ZME LD
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Korean Trend in Asia for 2008/2009

Superstar Performers

Se7en Rain(E) EE
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Korean Trend in Asia for 2008/2009

Superstar female dance/pop performers

1 kal Fzay

Korean Trend in Asia for 2008/2009
Super idol boyband

Super Junior HA MR FT Island
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Korean Trend in Asia for 2008/2009
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Introduction of Korea Foundation for
International Culture Exchange
(KOFICE)
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0 Korea Foundation for International Culture Exchange (KOFICE)

Korea Foundation for International Culture Exchange (KOFICE) was established in June 2003, in
order to promote correct perception and understanding of each culture through various cultural
exchanges. The foundation also took on the role of the gateway of private cultural exchange
and strived to build the basis for cultural contents communication and cooperation among the
countries in Asia and the world. Since its establishment it has tried to promote the image of
Korea through various cultural exchange events such as the Asia Song Festival, Korea-China Pop
Music Concert as part of the Beijing Olympics festive event, Pattaya International Music
Festival in Thailand, Korean Film Festival in Vietnam and Global Culture Industry Forum. For

more detailed information visit KOFICE website (http://www.kofice.or.kr).
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o Key Business Milestones of KOFICE

o Operation of Foreign Correspondence: Collects and provides information on diverse Hallyu phenomena
and cultural industry trends in real time by operating 14 correspondents in 13 nations, which are mainly
located in Asia.

o Hallyu (Korean Wave) Forum: Invites cultural industry leaders from around the world, providing a
venue for discussion on the establishment of a mutually beneficial market in Asia, including co-investment,

production and marketing, and building a base for bilateral cooperation in cultural exchange.

o Asia Song Festival: Provides a venue for spreading the excellence of Asian pop music and unity
throughout the world, based on Asian pop music exchange, and serves as a liaison for bilateral exchange

in the cultural industry.

o Support of Culture and Tourism Information Digitalization for Undeveloped Countries in Asia
(UNDP): Works with UNDP (United Nations Development Programme) to support the digitalization of key
cultural heritage and tourism information for undeveloped countries in Asia, and assist in establishing a
base for the facilitation of tourism/culture exchanges with Korea. (Complete three-year plans for Vietnam
in 2006, Cambodia in 2007 and Laos in 2008)

o Exchange of Media/Culture Opinion Leaders: Invites influential journalists from China, East Asia and

Japan to promote a sound understanding of Korea’s culture and cultural industries.

o Cultural Exchange Events with Foreign Countries: Co-hosts events for bilateral cultural exchanges
with foreign Hallyu regions, to contribute to the continuous expansion of Hallyu. (Korea-Japan Pop
Festival, Korea-Taiwan Music Harmony, Pattaya International Music Festival in Thai, Korea-Mongolia
exchange events, Korea Film Festival in Vietnam and so on)

o East Asia Screen Writer Conference: Strengthens network and interchanges between East Asian screen
writers to utilize Asia’s cultural identity and develop sympathy between the producers of creative culture
in Asia, and co-develop competitive drama contents aimed at the global market.

o Asia Drama Awards: Expands exchanges in Asia’s drama industry, develops Asia’s video industry, builds
the Asian drama market network, provides a venue for promotion, and arranges a forum to resolve

obstacles to the formation of a large Asian drama market.

o Cultural Exchange Events for Migrants
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o Previous Asia Song Festival

A‘&Fssivu!

The 1st Asia Song Festival

Date: November 26, 2004

Venue: Olympic Park Gymnastic Stadium, Seoul
Participants: 9 artists from 7 nations

Audience: approx. 10,000

Overseas Broadcasting: about 10 countries
Performers: Korea(BoA, TVXQ), Japan(Ayumi

Hamasaki), China(Sun Nan, Yan Kun),

Taiwan(F4), Hong Kong(Leon Lai),
Thailand(Palmy), Vietnam(My Tam)

Sla

ﬁval

The 2™ Asia Song Festival

Date: November 11, 2005

Venue: Sajik Stadium, Busan

Participants: 12 artists from 7 nations

Audience: approx. 6,000

Overseas Broadcasting: about 10 countries

Press: about 50 press teams/200 articles

Performers: Korea(TVXQ, Jung Hyun Lee, Nara
Jang), Japan(Nanase Aikawa, Maki Goto),
China(Cui Jian, Yu Quan), Taiwan(Alec Su),
Hong Kong(Kelly Chen), Thailand(Lanna
Commins), Vietnam(My Linh)

** Best New Artist: Korea_Eru

2006

A
FESY VAGI.

20064 VE 22 T 4 08
Lo Sl ]

The 3" Asia Song Festival

Date: September 22, 2006

Venue: World Cup Stadium, Gwangju

Participants: 13 artists from 10 nations

Audience: approx. 27,000

Overseas Broadcasting: about 10 countries

Press: about 141 press teams/220 articles

Performers: Korea(TVXQ, Buzz), Japan(Arashi,
Koda Kumi), China(Sun Nan),
Taiwan(TANK), Hong Kong(Kelly Chen),

Asia

E’S ivas

The 4™ Asia Song Festival

Date: September 22, 2007

Venue: Seoul World Cup Stadium, Seoul

Participants: 15 artists from 9 nations

Audience: approx. 50,000

Overseas Broadcasting: about 10 countries

Press: about 221 press teams/436 articles

Performers: Korea(TVXQ, SG WannaBe+, Lee Hyo
Super Junior), Japan(Mai Kuraki),
China(Vicki Zhao), Taiwan(A-Mei), Ho!

Thailand(Katreeya English), Vietnam(Loi

Nguyen Caul), Singapore(Tanya Chua), Vietnam(Lam Truong), Philippines(Bar

Philippines(Kitchie Nadal), Mongolia (3 Almalbis), Indonesia(Peterpan)

Girls) ** Best New Artist: Korea_FT Island, Thailand(Jame
** Best New Artist: Korea_See Ya ** Special Guest: Taiwan_F4

Kong(Gigi-Leung), Thailand(GOLF&MI¥
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The 5th Asia Song Festival

* Date: October 3-5, 2008
*  Venue: Seoul World Cup Stadium
e Participants: 24 artists from 12 nations

* Audience: approx. 60,000
S8HAID],SS501, A AITH), * Overseas Broadcasting: about 14 countries
XIOFOHLYE), B =2(&28),CHeH (Bl &dH), * Performers :
EH2(0I0IA) HIEL(ERAEY) e Korea(Seunghun Shin, TVXQ, 55501,Girls’ generation),
Japan(w-inds., Anna Tsuchiya), China(Anson Hu),
QI ZHIAIOHOF QWA 2 LIt P
Rt el Taiwan(Fahrenheit), Hong Kong(Karen Mok),

FEH
AFOILI,2PM,2AM,

Sl 2 14 W=
L & 60 Oy

FIA Bet20H01EZ A)
B2l =2 =), e s It), 20l AlOHE &
HIA), ADFEZ2(EAIHHOIOHOI), EH= (=

Thailand(ICE), Vietnam(Ho Quynh Huong), Philippines
(RIVERMAYA), Indonesia (Agnes Monica)

), * Best New Artists

) Korea( SHINee, 2PM, 2AM, U-Kiss), Thailand(Peck)
Japan(BerryzKobo), Taiwan(Yoga), Malaysia(Rynn
Lim), Mongol(BX), Singapore(Jocie Guo Mei Mei)
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