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| LANDSCAPE

A REPORT COMMISSIONED BY

Al AND MUSIC: KEY FACTS SO
MARKET DEVELOPMENT OF Al IN THE MUSIC SECTOR GEMA
AND IMPACT ON MUSIC AUTHORS AND CREATORS IN GERMANY AND FRANCE CONDUCTED BY

GOLDMEDIA

OVERVIEW OF Al COMPANIES IN THE AUDIO SECTOR, 2023
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GLOBAL GENERATIVE Al MARKET VOLUME AND
SHARE OF GENERATIVE Al IN MUSIC, 2023

Al AND MUSIC: KEY FACTS

MARKET DEVELOPMENT OF Al IN THE MUSIC SECTOR GEMA
AND IMPACT ON MUSIC AUTHORS AND CREATORS IN GERMANY AND FRANCE CONDUCTED BY
GOLDMEDIA

FORECAST: MARKET VOLUME OF GENERATIVE
Al IN MUSIC IN USS, 2023-2028

$3.7bn
~$3.1bn
Music olo
~8% >
©”
(0
~$300m
2023 2028
GOLDMEDIA Source: " according to OECD; Goldmedia analysis based on 2 Market.us and 3* S&P Global Market Intelligence; * according to CISAC. 4
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Traditional revenue streams are under severe pressure
from generative Al for many music creators. It can be
assumed that by 2028, 27% of music creators’
revenues will be at risk due to generative Al. This
corresponds to an estimated potential damage of

€950m in 2028 alone and a cumulative total damage

for the period 2023-2028 of around €2.7bn.

An increasingly predatory competition is to be expected

for creators, especially in areas where Al is particularly
likely to replace existing human-made music.

MUSIC CREATORS’ REVENUES
AT RISK DUE TO GENERATIVE
2023-2028

2022 2023 2024 2025 2026

GOLDMEDIA

Jsacem)

a1 12.€2.7bn

(2023-2028)

11%

of music authors and
creators in France and
Germany surveyed are
afraid that the use of Al
for music could lead to
music creators no longer
being able to make a
living from their work.

27%
= €950m
(in 2028)

2027 2028

/ Potential damage
caused by generative Al

B Music creators’
revenues in DE/FR

4 BeP0RT COURRSSIONID BY

Al AND MUSICEAKWE.Y FACTS E E‘

F ALIN THE MUSIC SECTOS GEMA
AND CREAT

MARKET
AND IMPACT ComouTin

Despite the fact that copyrighted works are
used as training data for generative-Al models
and therefore form the fundamental basis for
the origin and development of the market,
authors and creators do not participate in the
immense growth prospects.

So far, there is no remuneration system that
closes the Al-generated financial gap for
creators.

REMUNERATION NOT YET GIVEN
FOR COPYRIGHTED WORKS USED AS
TRAINING DATA FOR GENERATIVE-AI
2023-2028 (SCHEMATIC)

M Global revenues of generative Al in music

“# Remuneration for creators not yet given
(schematic)

Z.

2022 2023 2024 2025 2026 2027 2028

Source: Goldmedia survey on behalf of GEMA and SACEM October/November 2023, n=14,795 (DE: 5,689, FR: 9,106);
Basis: GEMA and SACEM members. Goldmedia analysis based on internal data by GEMA and SACEM and from expert interviews. )
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Study on the economic impact
of Generative /! in the
and industries

Executive Summary

Study key takeaways Music

“UGen Gen| 26% “Gen

Market size

Estimated market value
of Gen Al outputs
in Music in 2028

Gen Al outputs in Music will be worth
a cumulative €40Bn over the next
five years, rising to an annual value

of €16Bn in 2028.

By 2028, Gen Al music will account
for around 20% of music streaming
platforms’ revenues and around 60%
of music libraries revenues.

Revenue loss

Music creators’ revenues
at risk in 2028
(compared to a no Gen Al situation)

Under current conditions,
this market penetration by Gen Al
outputs could put 24% of Music
creators’ revenues at risk in 2028.

This represents a cumulative loss of
€10Bn over the next 5 years, and an
annual loss of €4Bn in 2028.

Gen Al services’ revenues

Estimated revenues
of Gen Al Music services
in 2028

Gen Al services in Music
(both mass public and professional
tools/software) are projected to
generate exponential revenue
growth, reaching an estimated €4Bn
in 2028, with a cumulative total of
€8Bn over 5 years.
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| LICENSING

First hurdle : « Reverse system »
* Right to use protected works for TDM purposes unless there is an opt out

Sacem, in favour of virtuous, transparent, and fair Al,
exercises its right to opt-out

Against a backdrop of increasing development of artificial intelligence (Al) tools, Sacem is
exercising its right to opt-out® on behalf of its members. From now on, data mining of works
in Sacem's repertoire by entities developing artificial intelligence tools will require prior
authorisation from Sacem, in order to ensure fair remuneration for the authors, composers
and music publishers it represents.

ber 12th 2023 — INSTITUTIONAL, PRESS RELEASES °

Landgericht Hamburg
Az.:310 O 227/23

* Opt out through machine readible means
27 September 2024 - Laion’s case

lm DPG Media BV, Mediahuis Nederland BV, Mediahuis NRC BV cv Knowledge Exchange BV (HowardsHome)
de Rechtsprask 30 October 2024
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Second hurdle : TDM outside of the EU
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Third hurdle: lack of transparency
v'Detailed summary is neither complete nor reliable

v'"Need to reestablish a balance between the stakeholders
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| LICENSING

Right to prove and Right of ownership/property :

v Impossibility to prove the use of works is a violation of the right to a fair trial

v Impossibility to prove the use of a work is also a violation of authors’
ownership/property right

A presumption ?

J Operational challenges 12



| LICENSING

* Implementation of a presumption of use of protected works :

v If an Al generated content ressembles a protected work, such work is presumed to be used
during TDM

v' Simple / rebuttable presumption : Al provider can rebut the presumption by providing a
precise list of data and works used

« Alignment with EU law :
v Use of presumptions is commonplace in EU law, in particular in copyright

v" Principle of procedural autonomy enables EU Member States to adopt such a
mechanism

J Operational challenges 13
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Copyright?

Neighboring right?

Sui generis right?

J The substitution effect 14



| SUBSTITUTION EFFECT

COPYRIGHT AND ARTIFICIAL INTELLIGENCE
Part 2: Copyrightability

A REPORT OF THE REGISTER OF COPYRIGHTS JANUARY 2025

v Current applicable law is sufficient to deal with these issues. No need for an immediate
reform.

v A content purely generated by Al is not eligible to copyright.

v" It is not justified to grant a specific protection to Al generated content via a sui generis right.
v" Human contributions recognizable in an Al generated work can be protected.

v' Prompts alone are not sufficient to claim copyright, subject to exceptions.

J Operational challenges 15
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Al assisted vs Al generated: prompts?

The Office concludes that, given current generally available technology, prompts alone
do not provide sufficient human control to make users of an Al system the authors of the
output. Prompts essentially function as instructions that convey unprotectible ideas. While
highly detailed prompts could contain the user’s desired expressive elements, at present they
do not control how the Al system processes them in generating the output.

COPYRIGHT AND ARTIFICIAL INTELLIGENCE
Part 2: Copyrightability

A REPORT OF THE REGISTER OF COPYRIGHTS JANUARY 2025

VS Beijing Internet Court
A Civil Judgment

As mentioned above, the plaintiff is the one who directly set up the Al model involved as
(2023) Jing 0491 Min Chu No. 11279 (2023)

needed and finally selected the picture involved. The picture involved is generated directly

Plaintiff: LI
due to the plaintiff’s intellectual investment and it reflects the plaintiff’s personalized Ak ad iteea 15 i Waont Dl Thios Yoaw Lo B
expression. Therefore, the plaintiff is the author of the picture involved and owns the Agent ad litem 2: Li Yufan, lawyer at Beijing Tian Yuan Law Firm

s : Defendant: LIU
copyright on it.
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100% Al generated works — x % Al generated works

Registration with Collective Management Organizations ??

J Operational challenges 17
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| USE OF Al IN STREAMING SERVICES
« Use of Al in algorithms for recommendations and playlists

Music streaming services use algorithms to power
music discovery, recommendations and inform cus-
tomer profiles. These algorithms are part of the inter-
nal recipe that each service puts together. However,
these algorithms are not open and the way they are
parametrized can skew the way people listen to music
in many different directions.

Study on the place and role of authors and
composers in the European music streaming market

September 2022

LEGRAND

* Promotion of Al generated content

Y
. Ed Newton-Rex & X
A @ednewtonrex - Follow
Spotify is actively recommending Al music made by Al
models that may be trained on copyrighted music without

permission. 240k monthly listeners for this “artist’. Half a
million streams of the top track.

This eats into the royalty pool available to human
musicians.
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Ensemble faisons vivre la musique

Thank you!
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