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INTRODUCTION

NORDIC MUSIC MATERIALITY

Forewordl Nordic Music Materiality 2024

Musicplaysa crucialrole in fosteringhumancommunitiesand socialconnections Themusic
industry greatly influences broader societal conversations,and many within it already
recognisethis responsibility However, there is an untapped potential for the industry to
ramp up on their efforts on ESGEnvironmentSocialand Governancejopicsrelevantfor the
industry such as diversity, equity and inclusion, digital and economic disruption from
emerginggenerativeAl models,low-cost streaming,financialuncertainty,and mental health
andwell-being

And addressingkey ESGtopics is imperative acrossall industriesin 2024 In the music
industry, the conversationon ESGs starting to take shapemany places Thisreport aimsto
help move this conversationforward and acceleratethe integration of ESGnto core music
industry strategies TheNordic CollectiveManagementOrganisation§CMOs¥or authorsand
publishers - Koda, STIM, TONO, TEOSTGand STEF¢ have developed this report in
collaboration with consulting partner Nordic Sustainability Kodais the Danish CMO for
authors and music publishers,STIMthe SwedishCMO, TONOTHENorwegian, TEOSTGhe
Finnishand STERhe IcelandicCMOfor authorsand publishers

Nordic countries consistentlyrank highly in ESGand sustainabilityindices, reflecting their
long-standingcommitment to sustainabledevelopmentand best practices Leveraginghis
foundation,the CMOsare well-positionedto drive ESGefforts acrosstheir own operations,
the wider musicindustryand society

And international collaborationis essentialas we cannotsolve global problemslocally. They
needto be solvedcollectively

STIM

CaspeBjgrner
CEO, STIM

GormAvrildsen
CEO, KODA on behalf of:

TEOSTO

RistoSalminen
CEQTeosto

Thisreport is an output of a longstandingcollaborationbetweenthe Nordic/ a h @at
drawson joint valuesand on enablingsynergy knowledgesharingand better solutions

Historically,the Nordic CMOshave been collaboratingon everything from technical
solutionsto political agendaswith goodresults In this report, we have cometogether
to developa blueprint for how the musicindustry and the CMOsector specificallycan
use double materiality assessments$o identify and act on ESGmpacts, financial risks
and opportunities By using the Nordic CMOsas concrete case studies, we have
outlined material ESGopicsfor the industryand CMOsector.

Sometopics are CMOspecific,such as democraticgovernanceand interdependence
Others, like diversity, equity, inclusion,and mental health and well-being, are relevant
to the broader musicindustry but have specificimplicationsfor CMOs Finally,some
topicsare companyagnosticand relevantfor all companiesand organisationsincluding
dataprivacy,climatechangemitigation,andtransparency

This assessmenthas also revealed several opportunities for CMOs,with the most
significantbeingwithin collectivebargainingjob security,fair remuneration,and asset
management

We hope that this report, offering both evidencedresults and strategicguidance will

inspire other CMOsand music industry organisationsto identify their negative ESG
footprint, enhancetheir positive ESGimpact, and take ambitious action on these
findings

TONO

KarlVestli
CEO, Tono

%TEF

GudrunBjorkBjarnadattir
CEO, STEF
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Why this report?

Thisreport seekso highlightthe role of the musicindustryand CMOsectorspecificallyin
addressind=SG&hallengesByactivelyengagingn ESGthis report seekgo showthat the
musicindustry cancontribute significantlyto the efforts neededto mitigate the ongoing
environmentalcrisesandsocietalpressures

Asa communitywith globalreachand influence,the musicindustry andthe CMQOsector
holds significant responsibilityand opportunity to drive positive change acrossthese
dimensions

Concretely,this meansreducingthe environmentalimpact of live music, safeguarding
the mental health of music creators and musicians, ensuring fair remuneration,
protecting copyrighs, and making sure that CMOswork together transparently and

democratically Essentially ensuringthat the music industry thrives and continuesto

supportthe creationand performanceof musicfor the benefit of societyfor generations
to come

Throughthis project, a double materiality assessmentDMA)hasbeenconductedfor the
music industry by using the Nordic CMOs,their members,and other music industry
stakeholdersas reference casesto showcasea systematicand tangible approachto
workingwith ESG

Thisreport hopesto set a precedencefor how CMOsand the wider musiccommunity
can work strategicallywith ESGby identifying, understandingand gaining value from
material ESGopics As such,this report is an open invitation to other CMOsand the
wider musiccommunityto work togetherfor a sustainablenusicindustry.

Collective Management Organisations (CMOs) are among the
B best-suited industry players to elevate the music industry's ESG
work

CMOsare responsiblefor negotiating, managingand distributing royalties to their

members They play a central role in fostering a sustainable music industry by

advocatingfor strong copyrights and fair remuneration for members, in this case
authors and publishers By representinga collective, CMOsare pivotal in driving ESG
efforts in the industry, leveragingtheir collectiveresourceso negotiateterms, provide

essentiabenefitsto members,andadvocatefor change

Preciselywhat CMOsshould do to further to amplify positive impacts and minimise
negativeimpactsis whatthis report setsout to uncover

A double materiality assessment is the best way to approach ES
] systematically

G

A double materiality assessmenenablesorganisationdo identify and prioritise the
ESGopicsmostimportantfor them.

A stepwiseguideto conductinga double materiality assessmenis includedat the
endof thisreport.
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Matrix | Social topics are the most material for the music industry to address

Financial materiality

Materiality matrix

HIGH
N
Work-life balance
Health & wellbeing
_ Payment practices
Al and ethics Inclusion :
Climate change mitigation Equity
Interdependence Diversity
Job security Faijr remuneration
Waste Collective bargaining
Energy
Resource use Asset management
Data privacy
Transparency
Democratic governance
Environment
Biodiversity and nature Social
Governance
N
7
Low Impact materiality HIGH

Several E, S and G topics are material for CMOs, their members, and the

wider music community

Thematerialtopics are theESG topics that collectively are important to the CMOs, their

members, and the wider music communiliyis especiallywithin social topicsthat the
CMOs, their members, and the music community have critical impactsvhere action
needs to be taken

B | 2KId R2Sa WYIFLGSNAIFEQ YSIyYyK

Material essentially means important. Actors who want to work towards a sustainalple

future must first understand which E, S, and G topics are most relevant for them to
address.

Double materiality entails looking at ESG topics from bothmgract and afinancial
perspective. Impact is the effect on people and planet, whereas financial is the risk
the organisation from a given topic.

While all topics are important, special emphasis should be placed on the topicsin t
top-right corner of the graph. These are topics with a high impact on society and
individuals, but also topics which carry a significant financial risk or opportunity to t
CMOs if handled adequately.

The matrix to the left summarises the resudtsall topics, which have been evaluated
from an impact and financial perspective in this assessment. The findings are base
50+ internal and external documents, six external stakeholder interviews, and a
member survey with 1,113 respondents. All sources are listed in the appendix.

d on
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Recommendations Work strategically with ESG and identify the topics with the highest

Impact

Main findings

The main material environmental topics are confinedto certain parts of the

musicindustry, namelylive musicand energyusagefrom data centres While

all organisationshave an environmental impact, the environmental impact
from CMOs are limited and largely indirect However, not addressing
environmental topics can still carry financial risks and should thus not be

overlooked

Themostmaterialtopics,i.e. the mostimportant to addressare social Several
of these, like job security,health & well-being,and issuesrelated to (alackof)

diversity,equity and inclusion(DEIl) are structuralissuesin the industry. Many
of these O yb@ dealt with by CMOsalone and require an industry-wide

approach

Within governance the material topics identified are mainly related to CMOs
and how they act, both asindividualorganisationsput alsowith one another.
CMOsshouldpay extra attention here, as many of these topics constitute the
foundationfor effectivelyaddressingeSG

Key recommendations for CMOs

To maximise impact and drive positive change, CMOs should focus on the topics they can b
influence and where they can use their collective assets, nationally and internationally:

Use collective assets across CMO

Lead the way for the CMO sector
071 arkets to drive ESG action n? Y

and the music industry

The collective approach's strength is its
bargaining power. CMOs can leverage prioritising DEI, safeguarding employee
this collective bargaining power by mental health, and taking an active
uniting with other CMOs or organisations stance on societal issues.

like CISAC to drive ESG action as a united

front.

CMOs should act as role models by

Utilise and invest funds and assets

Important to also harmonise rights for the benefit of society

management through e.g. compatible IT
systems to ensure efficient crebsrder
operations.

Strategically direct cultural funds to
mitigate the negative impacts from the
identified ESG topics in the music industry
and invest assets with ESG in mind.

est
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SCOPE AND METHODOLOGY

NORDIC MUSIC MATERIALITY

What is a CMO and what role in the music industry do they fulfil?

Simplified CMO ecosystem

Music creators

Author
CMOs

Publisher

Music users
Online
E Film, theatre
Concerts, E
festivals Broadcast, TV,
media

Restaurants, cafes, public
spaces

CMOs have two main purposes

)

i)

Firstly, they enable copyright owners (authors and publishers) to administer
certain rights effectively and affordably, ensuring they are fairly compensated
for the use of their works

Secondly, they provide a service to music rights users by facilitating easy access
to, and licensing of, copyright works

On top of this, CMOs carry out key activities, such as:

)

i)

ii)

. SAy3a GKS @2A0S (2
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Acting as information authority, providing knowledge, analyses, and guidance
regarding the music industry to their members

On behalf of members, reinvest funds and assets to strengthen future
rightsholder prerequisites, increase musical diversity, strengthen copyright, and
drive positive change in the industry

CMOs are thus able to be an agent for positive change in the music industry,
leveraging their central position and collective powers.



SCOPE AND METHODOLOGY

NORDIC MUSIC MATERIALITY

DMAI What is a Double Materiality Assessment?

[ What is a materiality
assessment?

[ materiality determined?

How are impact and financial

A materiality assessment identifies key ESG
topics for strategic decisiemaking and
reporting in organisations.

In this report, we consider the entire value
chain, including both the Nordic CMOs, their
members, and the wider music industry.

u Double? Explaining the 2 lenses of
double materiality

ESG topics must be assessed from the impact
materiality lens and th&nancial materialityens.

Impact materialityconcerns the effects of the
organisation's activities on people and the
environment.

Financial materialityfocuses on how ESG topics impact
the financial performance of the organisation.

The importance of th@ampact materialityis
determined by theseverityof the topic. Severity is
the product of scale, scope and irremediable
character.

Thescale How grave is the harm?
Thescope How widespread is the harm?
Theirremediable characterHow hard is it to
remedy the harm?

The importance ofinancialmateriality is

determined by the magnitude of the financial impac
and the likelihood of that impact. The magnitude
consists of a multitude of factors. When assessing
the magnitude, several factors are considered, such
as: financial burden, reputation, and compliance.

10
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Summaryl Material environmental impacts are limited to live music and streaming

ENVIRONMENTAL TOPICS

HIGH
The biggest environmental impacts stem from live music T
—— and increased digitalisation

Energy and emissions interconnect with biodiversity and nature ]

The music industry has negative environmental impacts froge@fssions, Climate change mitigation
biodiversity loss, resource use, and waste. O

The growth indigital servicessuch as streaming, is using increasingly more Waste [ |
energy.Live music is one of the other large sources of emissaumserts and B Energy
festivals contribute heavily to greenhouse gas (GHG) emissions through audien¢e Resource use

travel and energyntensive lighting and sound equipment, also harming local
ecosystems with noise pollution.

Resources and waste

Financial materiality

Physical media producticamd manufacturing of musical instruments consume |
plastics, metals, chemicals, and natural resources, often sourced unsustainably. Biodiversity and nature

Festivals and concerts generate large amounts ofmeayclable waste, including
singleuse plastics and electronic devices.

Overall, the music industry's environmental footprint is considerable. Sustainablg
practices are needed to reduce travel emissions, enhance digital efficiency,
minimise waste, and protect natural habitats during event planning.

174

Low Impact materiality HIGH
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Environmental topics

m Climate change mitigation

The two main sourcesof emissionsare live music (especiallyaudiencetravel) and data
centres(particularlyfor streaming)

Live music events struggle to reduce emissions partly due to limited control of for
exampleaudiencetravel, which typically constitutesthe largestemissionsource Some
artists have started to promote greener transportation options, by for example
incentivisingfansto usetrains and e-buseswith perkslike VIPaccessand specialtrains.
Othersare settingCQ reductiontargetsandimplementingdecarbonisationnitiatives

However, venuesand festivals also have a responsibility, they needto reduce energy
usageandtransitionto renewableenergywhere possible putting in placea decarbonised
infrastructurefor artiststo tap into. Theresponsibilityof climate changemitigation should

thus be allocated equitably basedon influence and resourcesavailable Artists, festival

organisersyenueowners,andevenguestsall havearole to play.

How does this topic relate to CMOs?

For CMOs, emissions from their operations and value chain are minor, and largely limited

to their offices and supplies used. However, CMOs can benefit from reputational gains and
inspire the wider industry by taking local climate action and walking the talk. Increased
SYSNE& |yR NBa2dNDODS STFAOASyOe Fftaz2-+ftAdya
efficient organisation.

SourcesA, EL, B3, B, E7, B3, B9, E11, E12, E13, E14, E17

GazySe hérédis dgiear challenge
in balancing the money necessary for
creating change and the money

I @At ot S¢

- Customer

H Energy

Streaming Al, and live eventsconsumesignificantenergy

The live music industry consumessignificantenergy, and so does the increasing
digitalisationof the industry,especiallystreaming Theincreasingapplicationof Alis
setto increaseenergyusageadditionally.

How doesthis topic relate to CMOs?

ForCMOsthe mainenergyconsumptionstemsfrom energyusein their officesand
from manufacturingtheir products and services,often indirectly linked to offices
andusedproducts

CMOsand the musicindustry canreduceemissionsby e.g. switchingto renewable
energy through for example power purchase agreements (PPAs)with solar
providers prioritisingpublictransport,and purchasingefurbishedelectronics

gShuiek A, E1,E3, BOERE14 02 NB @I £ dzSx yIF YSte o6SAy3a |

Digital streaming has a massive carbon footprint due to
data centre energy demands. In 2022, data centres in
Europe used 1-2.6 percent of the region's energy, a

figure expected to rise with increased digitalisation and Al.
Transitioning to green energy offers significant mitigation

opportunities.
o 14
- European Commission



Northside,
a Danish festival, went entirely
plant-based in 2022

Environmental topics

H Biodiversity m Waste

ENVIRONMENTAL TOPICS

Seasonalmpact on biodiversity from festivals The live music scene, especiallyfestivals, generatessignificant waste from e.g.
Large outdoor festivals have the highest negative impact on biodiversity and nature plastic, food, printed materials, and guest equipment For instance, Roskilde
through land-use changesgirect pollution (e.g. noisepollution), and indirect pollution and Festival{ Ol y R Algrgegirusi€igstival gathering130,000 peopleeveryyear,

GHGemissionsfrom waste and associatedproduction and use of goods and services producedz,200tonnesof wastein 2019 about10%ofthe O A (arn@hdvaste

However,scaleis limited due to most festivalsbeing seasonabnd shortterm, givinge.g.

. N Failureto reduceandrepurposewaste canleadto reputationalrisks,while proper
bird populationstime to recuperate

waste handling, such as converting byproducts like frying oil to biodiesel, can

create profits. Festivalshave a unique opportunity to educate and nudge guests

towards responsibleresourceuse and waste disposal,suchas RoskildeC Sa G A @I f Q:
initiativesCommonGroundandthe CircularityLah

How doesthis topic relate to CMOs?
For CMOs, biodiversity impacts are small and mainly indirect, stemming from the
productionof office suppliesand associatedsHGemissions

Sources: B, E2 How doesthis topic relate to CMOs?
Despite being immaterial, CMOsshould still seekto minimise waste generation
N/ Resource use from hotspotslike their canteensand electronicwaste, while the remainingwaste

shouldbe sortedaccordingo their Y dzy’ A O A duiliddlirfesi & Q &
Resourceuse is significantat live music events, particularly food, beverages plastics,
printed materials,and campingequipmentat musicfestivals Elsewherein the industry,
CDsyinyl,andmerchandiseare the mainoutflows.

Increased public scrutiny poses a reputational risk, potentially reducing festival Sources: A, E4, E6, E14, E15
attendance However offering sustainableoptions,suchasvegetarianfood andrecyclable

products, can improve public perception and boost profits. For instance, Northside, a

Danishfestival, went entirely plant-basedin 2022 and receivedmultiple nominationsfor

sustainabilityawards positioningitself asa forward-thinkingfestival

How doesthis topic relate to CMOs?
ForCMOsresourceuseis modestand primarilyindirect, suchasoffice supplies

Swedish festival Way Out West has been fully

vegetarian since 2012, which has lowered
Sources: B, E4, E6, E10, E16 their emissions by 40% 15
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SOCIAL TOPICS

Summaryl DEI, financial uncertainty and mental health are key topics for the music
Industry to address

HIGH
Substantial sociaissues regarding DEI, financial A~

uncertainty, and mental health

Work-life balance .
. Health & wellbeing

Lackof DElis a prevalentand systemicissue : B

. L . . . . . Inclusion
The industry has significant negative social impacts, especiallyfrom diversity, W Eauity
equity and inclusion(DEI) decentlivelihoods,and working conditions Persistent O
gender, age, and racial discrimination and exposure to sexism limit _ _ _
opportunities, fair treatment, and pay equity for minority groups, creating Job security Fair remuneration | .~ bargaining
systemidoarriersthat hinderthe successindvisibility of diversetalent.

. Diversity

Precarityand uncertainty are the norm

Financialuncertainty is common,with many authorsand publishersstrugglingto

makeendsmeet Many needto take on severaljobs and projectssimultaneously,
leading to long working days and unpredictable hours Job insecurity is

widespread, as many musicianswork freelance or on shortterm contracts,
contributing to economic instability.

Financial materiality

Mental health is suffering

The mental health and wellbeing challengesfacing authors and music industry
workers are internationally recognised driven by factors like financial precarity,
discrimination,poor earnings,and a culture of drug and alcoholuse, makingthis
groupparticularlyvulnerableto mentalill-healthandearly mortality.

Suchchallengeshighlightthe urgent need for systemicchangeswithin the music
industryto improveworkingconditions R

Low Impact materiality HIGH
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Social topics

m Diversity

Diversityin musicis essential

Diversityconcernsthe representationof peoplewith different backgroundsincludingbut
not limited to gender,ethnicity, and physicaland mental traits. Onlya smallerpercentage
of CMOsmembersare women and an even smaller percentageof distributions go to
women

Genderdiversity is skewedacrossseniority and areaof work

Music labels and digital streaming platforms (DSPs)predominantly have white, male
executives Live music and radio follow similar patterns, with minimal play time for
underrepresentedyroups Similarly four out of five of the NordicCMOsbehindthis report
arerepresentedoy male CEOs

How doesthis topic relate to CMOs?

Currently,the CMOmemberbasesdo not representthe mix of broadersociety It is key
for CMOsgto usetheir platform and assetso enablea more diversemusiccommunityand
take responsibilityfor the diversity challengefacingmusicbroadly. Thisentailsworkingto
enablethat all talentswho want to pursuea careerin musichavethe opportunityto do so.
To enhancediversity, CMOsoften spend cultural funds on projects and organisations
workingfor increasedDElin music Also,if CMOsdo not & ¢ tie{i | faridéork towards
DElin their own operationstheyriskbeingunableto attract employeetalent.

Sources: C, D, H, S2, S3, S4, S8, S9, S13

m Equity

Prejudicelimits equitable treatment
Equity ensuresfair treatment regardlessof identity or starting point. Unlike equality,
equity adjustsfor individualcircumstances$o achievetrue equality.

A comprehensivestudy from the USCAnnenberglinclusioninitiative showsthat the
careersof women and other underrepresentedgroups are often stifled by various
barriers,suchasbeingpigeonholedinto specificgenresor rolesthat you canhold, as
well assexismand ageism Another study from the UKstatesthat 86% of Blackmusic
creatorsreport obstacledo progressiorandonly 19%of Blackfemalecreatorsearnall
their incomefrom musiccomparedto 40% of white female creators Althoughthere
has in recent years been a rise in the share of female music creators in many
countries, certain roles, such as music producers, are still overwhelminglyheld by
men.

How doesthis topic relate to CMOs?

At some CMOs,earningor seniority thresholdsfor voting eligibility hinder equity, as
only a fraction of memberscan vote, potentially leadingto underrepresentation As
CMOsarebasedon principlesof equaltreatment, increasingequity is a priority.

Sources: D, G, H, S1, S3, S7

The hitdriven streaming market creates a pyramid system
Few songs dominate listenership, exacerbated by algorithmic recommendations and
popular playlists acting as bottlenecks. Research suggests that algorithmic
recommendations favour white male artists regardless of the user's gender. This practice

hampers diversity and inclusion, limiting exposure for female and artists of colour.
18
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Social topics

m Inclusion

Widespreadexclusionin the musicindustry
Inclusionrefersto fosteringcultureswhere individualsfeel valuedand respected,andthe
extentto whichorganisationempowerthemto contribute meaningfully

In the wider industry,women often faceexclusiondue to prejudicesand sexismimpacting
their careeropportunities Similarly,people of colour encounterbarriers,with significant
percentages experiencing racism Many believe that the industry could be more
outspokenandtake a more activestanceon DEI

How doesthis topic relate to CMOs?

For CMOs, addressinginclusion is essential, as diversity, equity, and inclusion are
interdependent CMOlevel initiatives include policies for a psychologically safe
environment,genderneutral language and partnershipspromoting equalaccessPositive
stepstoward diversity and inclusioncan attract talent, asseenin some/ a h Rd&eased
applicanthumberssinceprioritisingDEI

Sources: C, D, H, S1, S3, S10, S13

/Projectariat : a play on the term
GUKS LINBOFNRI G¢é =z

m Job security

Jobinsecurity: Theprecariousnature of the musicindustry
Authors relying on music income often face high levels of uncertainty, needingto
constantlyseeknew projectsand sourcesof income

Many authors find themselvestaking on multiple roles and projects, leading to
exhaustion and feeling overwhelmed Most operate in a "projectariat’ model,
prompting someto seekmore stable employment One stakeholdermentioned that
manymusiccreatorsopt to find employmente.g. recordlabelsor publishersto obtain
regularpay checkssickleave, benefits,andthe stability of a 9-5 job.

How doesthis topic relate to CMOs?

CMOshave the potential to enhance stability for their members Initiatives like
implementingfixed disbursementschedulesand other diversesupport servicescould
be areasworth exploring

Sources: E, F, S4, S6
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people in a state of precarity, that is an existence

without predictability or security

19
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Social topics

m Collective bargaining

How doesthis topic relate to CMOs?

Managing music rights collectively offers significant advantagesfor rightsholders By
pooling resourcesand streamlining administration, CMOs can boost revenue through
increasedhegotiationpower, ensuringcomprehensiverotection,and havea globalreach,
expertise,andlegalsupport

However,the leverageof a CMO dependson its member base and repertoire. Losing
members weakens negotiation power, potentially leading to worse deals and further
memberloss Thus,maintainingmembertrust is crucialfor CMOs

Sources: E, F, G

m Fair remuneration

Economidnstability is the norm

Many musiccreatorsfaceeconomicuncertaintyandlow pay,often workinglonghours
acrossmultiple jobsto makeendsmeet. Economidnstability, includingunpredictable
income and lack of pension, poses significant challengesfor over two-thirds of
respondentsin an industry study from KVINFCand Analyse& Tal Further,the music
industry exhibits significantfinancialinequality, with a small percentageof members
receivingthe f A Zlyafedf the royalties

How doesthis topic relate to CMOs?

Thelicenseto operate of a CMOis to distribute royaltiesto its membersthrough a
costefficient collective model The operational costs including staff salariesof the
CMOare typically paid for by a percentageof the royaltiesearnedby their member
base In line with broadersocietaltrends, Toenhancetransparencyand equality,some
CMOshavestarted conductingstaff wagetransparencyanalysego shedlight on how
employeesalariesand benefits are distributed within CMOs With the risk of short-
term disturbances,it may strengthentrust within the organisationand its member
basein the long-term.

Monthly vs. quarterly disbursements

TheNordic CMOshavedifferent disbursementschemeswvhenit comesto distributing
royaltiesto members CMOscan help bring economicstability to their members,for
exampleby offering monthly disbursementsallowingmusiccreatorsand publishersto
havesteadierincomes Thiscanenablemembersto easierfollow socialnormssuchas
monthly rent paymentsor needingto show a bankthat they havea steadyincometo
obtainaloan.

Sources: E, F, G, K, S4, S5, S6, S7, S11,

20
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Social topics

H Mental health

Mental health issuesare worsein the musicindustry than in societyasawhole

In the international music industry, mental health issues, particularly anxiety, are
prevalent among authors and music creators Thosewho rely on music as their main
professionis an at-risk groupandtend to experiencehigherlevelsof anxiety. Poormental
healthcanmanifestin variousways,includingstress,substanceabuse andloneliness

How doesthis topic relate to CMOs?
Thereis a generalneedfor greatercaretowardsthe peoplebehindthe musicthat means
somuchto societyat largeasakeysocialcohesiveand sourceof joy for usall.

Nordic CMOshave implementedvariousoperational policiesand initiatives to safeguard
employeehealthand well-being,suchasvisitation policies,diversityandinclusionpolicies,
and guidelinesfor remote work. While incidentscan negativelyimpact individuals,these
measuresuggest low likelihoodand scopeof physicahealthand well-beingrisks

Sources: E, F, |, J, S5, S6, S7

M Work-life balance

Music creatorstend to work long hours, often 12-hour days,and constantlyworrying
about financial viability. They often juggle multiple projects and jobs, feeling
overwhelmedandill-equippedto handlethe intensepressure Theprecariousnessf a
music career, characterisedby low remuneration, competition, and widespread
uncertainty,contributesto the lackof work-life balance

Workingin musicis ajob anda passion

The idea of work-life balancemay seem paradoxical,as musicis both a job and a
passionfor most actively pursuingit. While passionfor music may blur the lines
betweenwork and personallife, the resultinglackof time for other aspectof life can
be challenging This,combinedwith the intensity and precariousnature of a music
career,canleadto significantstressand negativementalhealthconsequences

How doesthis topic relate to CMOs?

CMOshave a vested interest in protecting their members' work-life balance and
mental health, asit candirectly impacttheir creative output and the quality of their
work. Reducedutput affectsthe volumeand quality of contentavailablefor licensing,
therebyimpactingrevenuestreams

Sources: E, F, H, J, S4, S5, S6
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Significant governance issues regarding democratic
=~ governance, Al and ethics, and payment practices

Inequality and power imbalances are the norm

The music industry is highly unequal in terms of power and income. This can be
seen both between large actors, such as the increasing power of digital service
providers (DSPs) but also among music creators, wéresdl number outhors
receive most of the total royalties, and on the publishing side with majors
consolidating income and power.

What will be the consequences of generative Al be for the industry?
Simultaneously, the advent of Al, and specifically generative Al, is set to
revolutionise the industry. While most are already using Al to some degree to aig
in the creative process of music creation, some fear the consequences of an
endless stream of Ajenerated music without copyright flooding the market,
outcompeting human music creators, and ultimately threatening the human
creative element.

Such technological shifts challenge the entire industry and need to be addresseq
to bring about a sustainable, diverse and hurt@mtred music industry.

Financial materiality

Summaryl Ensuring democratic governance, proactively managing Al risks, and advoc
for fair payment practices are key

HIGH
N
] Payment practices
Al and ethics
Interdependence
Asset management
Data privacy
Transparency
Democratic governance

N
7

LOW Impact materiality HIGH

23



GOVERNANCE TOPICS

NORDIC MUSIC MATERIALITY

Governance topics

Democraticgovernanceis keyto ensureinclusion

The Nordic CMOsare appointed by rights owner to managethe copyright works of all
members However,a power imbalanceexistsdue to a disparity in earningsamongthe
/ a h @émbers In a CMO,it istypicallya few percentagesof the membersthat receive
the f A Zsklateaf royalties Thus,sinceit is primarily the activitiesof a smallergroup of
high-earningauthorsand publishersthat fund the operationsof a CMO there is ariskthat
CMOscould be biasedtowards certain members If CMOswere to mainly focuson large
authors and publishers, they risk undermining musical diversity and delegitimising
themselves

High-earnerfunds benefit the low-earningmembers

High-earningauthorsand publishersplaya crucialrole in fundingculturalinitiatives,which
predominantly benefit lower-earning CMO members Despite not deriving substantial
income from their work, these memberscontribute significantlyto the musicindustry,
enhancingculturaldiversityand nurturing talent development

Thus,effectively governinga CMOinvolvesmaintaininga balancebetween representing
the multitude of smallervoicesandthe influencewielded by a minority of affluent authors
and publishers This ensuresthat decisionsand policiesreflect the diverse needsand
contributions of all members, promoting fairness and inclusivity within the music
ecosystem

Sources: P

Musictranscendsnational bordersmore than ever before

Digital platforms allow musicfrom any originto be playedworldwide at the clickof a
button. Thus, the diligenceof one CMOimpactsthe distribution to creatorsglobally.
Similarly what wasoncea local crisiscan now haveimplicationsfor CMOsat a global
level,if trustin the systemis eroded

CMOconnectivity benefit musiccreatorsworldwide

By trusting other CMOsto reciprocate, CMOscreate a symbiotic environmentthat
enhancesthe overall value generated for music creators acrossthe globe This
cooperativeapproachnot only maximisesthe potential revenuefor CMOmembers
but also strengthensthe global music ecosystem,ensuring a fair and equitable
distribution of musicroyalties

Sources: K

Metadataincreaseshe risk of data breaches

Distributors,CMOs and streamingplatformsrely on metadatafor their core activities
With that comesa responsibilityof safeguardingand maintainingthe integrity of said
data. Failureto do so can result in massivefinancial risk through fines for the
respectiveorganisation@ccordingo the EU'sGDPRegulation

Generally,the everincreasingamount of data that is collected, from metadatato
streamingplatform users'listeninghabitscreatesnew challengesandavenuedor data
breaches

Sources: M, N, G5, G6
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Governance topics

Theaccuracyand completenesf royaltiesare complex

Transparencyis crucial for maintaining trust between CMOsand their members,
especiallywhen handling complex distribution calculations Music creators often

struggleto discernthe originsof their distribution, giventhe diverserevenuesources
spanningonline, radio, TV, and other global markets This often hasto do with

missingmetadata,which constitutesa significantchallengeto a well-functioningand

transparentsystem

Thecut CMOstake from royaltiesimpactstrust and must alwaysbe justifiable

All CMOsgtake a shareof their Y S Y 0 $dyditi€sto fund the collectivemodel Many
alsotake an additionalshareto fund culturalinitiativesin the musicindustry. While
some members disagree with this, particularly members living outside of the
respective/ a h @dme market, others value the redistributing model and the
/ a h €ifartsto supportthe industry.

Members'perceptionof the valueof COsoften hingeon their experiencesandtheir
expectationsof a/ a h €bBe t whether as a passiveadministrator or an active
advocateon industryissues

Neverthelessiit is imperative that CMOscommunicateclearly and transparently
about the sourcesof Y' S Y 0 SdiStEbQtions, the rationale behind deductions,the
culturalinitiativesfunded,andideally,the impactof saidinitiatives

Blackbox royalties

Another commonissueis that CMOsare sometimesnot able to link playswith the
respectiverightsholder Thisissue,known as"black box royalties,"involvesroyalties
from songs- often playedabroad- with missingidentificationdata. Theycanthus be
traced backto the rights K 2 f RcuMiEy&and CMO,but not to the specificrights
holder. Theseroyaltiesonly constitute a small percentageof yearly distribution but
canstill contributeto the perceptionof inefficiencyandlackof transparency

bh¢9y C2NJ I RSGFAESR Ay&aA3IKE Ayliz2z G(KS&ES A&adsSaszs YSYp&didredity NBFSNI G2 Y2RI

Sources: O, E1

CMOshouldinvestfundswith ESGn mind

TheNordicCMOsften managesignificantfinancialassetson behalfof their members
Althoughthey have different investmentstrategies,they generallytend to focuson
wealth preservation However there is a significantopportunity for positiveimpact by
investing funds with ESGin mind, as CMOsoften manage financial assetsin the
hundredsof millions Ideally,a balanceis struckbetween ESGonsiderationsand low-
riskreturnsoninvestments

SourcesG9, G10, G11, G12
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Governance topics

Alisyour bestfriend and worst enemy

For many music creators,new Al tools constitute a double-edged sword On one hand,
they can bring efficienciesand inspirationto the musiccreation process,for exampleby
actingasa lyric sparringpartner, quicklygeneratingbackingsound,and autotuningvoices
On the other hand, many worry that the human element of creativity could become
superfluousas generativeAl could - probably soonerrather than later - be prompted to
create a new album from your favourite artist just for you ¢ resultingin authors never
receivinganyroyalties

Who becomesthe rights holder when usingAl?

TheEUhasin March2024adoptedthe Al Act, the first comprehensiveegulationon Al by
a major regulator anywhere in the world. From an author's perspective,the most
important aspectof suchan act is transparencyon which content the modelshave been
trained on to makesurethat the authorswould be paidfor the useof their worksin said
training.

Ultimately, Al is setto becomean integral part of not just creative processesThe ever

evolvingtopic and resulting discussionsill needto be monitored carefully by CMOsto
protectauthorsmovingforward.

Sources: R, G7, G8, G13

Slicingthe remunerationpie is a contentiousand continuoustopic

The growth of music streamingserviceshas boosted the industry, although critics
state that this hasprimarily benefitedthe recordedmusicsiderather than the authors
andpublishers

Generally rightsholderreceivelow remunerationper stream An asymmetrypersists
between the streamingLJt I (i FraNkaf abfectivesand O NB | éxpadthtion of
appropriate remunerationfor their works, and the discountedpricescustomerspay
for a streamingsubscription It is crucialto dealwith theseissuesasan industry,and
CMOshavethe collectivepowerto influencethe discussioron thisissue

Sources: L, G1, G3,

Sources: G1, G2, G4
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Engagement Involving stakeholders from the wider industry is an integral part of
conducting a double materiality assessment

The three key reasons for including stakeholder

perspectives in the assessment:

01 !dentifyand prioritise ESG topics

02 Align strategy with stakeholder expectations

N2 Ensure societal relevance

Three overarching categories of stakeholders were identified:

o= | Customers

IE | CMO members

To get the perspective of the stakeholders who
play music as part of their business or at live
events.

Customers were engaged through interviews.

To get the perspective of those placing their
repertoire with CMOs while also being
directly affected by the CMO's activities, i.e.
authors and publishers.

Members were engaged through a survey.

Il | industry partners

To get the perspective of the partners that CMOs engage and negotiatewh#t they view as the most
material topics in the industry, how they work with these topics, and what they expect of CMOs in

relation to ESG.
Partners were engaged through interviews.
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Interviews | 10 stakeholder interviews were conducted

Interview guidebook developed and Interviews carried out either online

relevant stakeholders identified or in person and results captured in
online programmiro

AN N

T S

But first: a few interview best practices MUSIC MATERIALITY ASSESSMENT 2024:

Pl th ot 2 uaSions i rectcd sation baficeing Stakeholder interview pre-

Include a PDF pre-read in the interview invitation email

i ictnd two Koda membersinth iteriew cue 1o faciltat, and o o ke read

[ Record the mterview (with their permission)

lden(iﬁca n,rexplorltion, and oot — o Q 35 mins 3
ranking of sustainability topics a

including company

[S4 Guide the interviewse to the Miro board and clarify that facilitation will be done by you (unless the interviewee stakeholder involvement we’ve identified
feels very comfortable with using Miro) lview

[ Explain that we are looking to know what the interviewse expacts from Koda regarding the different sustainabiity
areas, along with reflections on why they expect It. Inputs in all sustainablity topics are not needed if the
Interviewee does not view them as relevant.

[A Proceed as foliows:

1 i of material ility topics - Briefly present the different
sustainability topics to the interviewee and ask for which of the topics they
think Koda's work is particularly important. Drag these topics into the grey
Miro box

Exploration of material sustainability topics ~ For each topic. ask the
interviewee to elaborate on why it is important to them. You can use the
following guiding questions:

2 fhot e 0 ESG e e E5G e

. Ranking of material sustainability toplcs - If there is time left, ask the
interviewee to sort the identified topics according to how important they are
to the interviewee.

50

of CAMOx conserning ESG and thei ipact ce.

Stakeholders relevant across the Nordic countries and  In total 10 interviews were carried out. 4 of 10
agnostic to all CMOs were identified. interviews were facilitated by Nordic Sustainability

and the rest by Koda and TONO.

Results documented and
approved by interviewees

e s s e v
Bodivenaity  Bespornibie
[

o Y Y

Results where synthesised and gave univocal

insights.
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Key takeaways Stakeholders generally agree on the importance of DEI, on reducing
energy consumption, and on addressing economic sustainability

Bl Author

Authors have differing views on ESGand sustainability
related work and its significancefor the industry. Some
believein an all-encompassin@pproachto ESGwhere e.g.

funds and membershipfees should be tied to YSY 6 SN a
individual ESGperformance Others are significantlymore
hesitantandseeESGasoutsidethe mandateof aCMQ

I cCustomer

Energy and emissionsare crucial, especially with digitalisation
Economicsustainabilityoften outweighsgreeninitiatives, but efforts
for energysavingsare emerging DEI fair remuneration,and mental
health are priorities. Often difficult for customersto directly
influencemusiccreatorsandartistsand supportthosemostin need
Economic sustainability remains a key struggle in the sector,
impactinghow muchfocuscanbe put on ESGefforts.

[l Publisher I ndustry partner

Economic sustainability should focus on fair DElshouldbe a top priority for CMOs CMOscanlead
revenue distribution between music creators, by emphasisingmusic's cultural value and reap the
publishers,platforms, managers,and so on. DEI benefitsof pioneeringthis area

is also a priority to ensurethat we can have a

_ Al offersrisksand opportunities It canboostthe green
diversetalent pool.

agenda and efficiency but also pose copyright

_ challengesCarefulmanagements essential
Work-life balance and mental health are

essential producers see music as a lifestyle,
while publisherswork 9-5. { Ol Yy RA sffald A |
music industry, where everyone knows each
other, poses challenges Professional and
personalrelationshipsoften get mixed, which is

a potential issuefor privacy and confidentiality

of sensibledataandinformation.

Whenit comesto reducingthe impacton the climate,
a. : :
ﬂ?e industry must addressthe entire supply chain,

includingfestivals waste,anddigitalemissions
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Surveyl Members are arguably the most important stakeholder for CMOs. To better
understand their perspective on ESG, a detailed survey was conducted

] What

To get the CMOY S Y 6 SperEp€ctiveson
ESG topics, a survey was created to
understandY' S Y 0 $é&tdeionsof ESGn a
CMOcontext

Two centralthemeswere ascertainedi) how

membersrankedidentified key ESQopicsfor

CMOs,andii) how andto what extent CMOs
shouldwork with ESG

Althoughthe surveywas only sharedamong
STIMmembers,the perceptionsare believed
to be representativeof NordicCMOmembers
asawhole.

| why

It is essential to involve stakeholders when
working with ESG. A CMOs member base
constitute the most important stakeholder group
that they need to align their actions with. This alsc
goes for ESG.

ll | How

The survey was sent out to members through
{¢LaQa ySgaMagZoB4SINULA Yy |
responses were collected. Through quantitative
clustering techniques, four general perspectives
were identified among the respondents.

I Key results

| ONRPaa | ff F2dzNJ LISNBRLISOUAN@Sazx
constitute the most important topic.

Most also agreedthat G YA aadA2ya FTNRY {¢L
operations was the least important topic and that
YSYOSNE 3ISySNIrtfe KIFI@S tAGGES
ESG work.

Al was the most divisive topic by far, indicating doubts gs
to what the consequences of this technology will be.

LINR
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Member respondentd When it comes to ESG* and the importance thereof, the CMO
member base can be characterised by four archetypes

The moderate (34%)

B The worrier (25%)

The supporter (22%)

The critic (19%)

The most populous group. Generally
positivetowards CMOsworking more

with ESGWeighshealth & well-being
the highest,while rankingAl & ethics
and transparencythe lowest of the

four.

The worrier finds sustainability
important but believesit should be
balancedwith other priorities. What
distinguisheghe worrier the most is
the worry about Al and the
consequencesit will bring to the
industry.

The most enthusiastic when it comes
to ESG. While focus should still be on
core business, this group believes
CMOs should take an active stance of
topics like audience travel, renewable
electricity at concerts, and the
AYRAZAGNB Q& RAIAGI

—h

Most critical when it comes to the
importance of ESG. Believes focus
should strictly be on core business
and that sustainability is a distraction
and better handled at other levels.

GC2NJ YST adaAadGl Ayl oA
context means that we have a
sustainably functioning music life
where music creators, performers
and publishers can continue to
operate while the music is
accessible, performed and

fAa0SYSR (2 d¢

G¢KS AYLRNILFYyOS
continue to work and live on one's
work as a rights holder as well as the
possibilities of being able to continue
working with music given the
explosive development of Al and its
threat to copyright protected music."

*Members were asked about sustainability and not the term ESG.

2T

o]

G/ NBFGS | adzadlt Ayl oAt
give grants to those who live up to the
manifesto. Give a green bonus for
authors who work in a lonterm and
sustainable way, according to the
sustainability manifesto. Use e.g. a
reduced CMO admin fee by 5 percent
or a percentage from "blaekox" funds
GKIFG OFyy2id 06S RA&L

L R2y UG GKAY]1 adzadl A
w[;hin the scope of my
SELISOGFGAZ2yE F2NI I
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Member prioritiesL h @SNJ £ £ = YSYOSNA LINA2NRGAES
are divided on the importance of Al, DEI and the need for transparency

Graph 1:Average across all respondents % 582 Members generally perceiv
(8 = most important, 1 = least important, n = 1113) CO2e emissions from CMO
own operations as belng
3,82 . 375 insignificant
' 3,70
3,19
2,97 204
1,71
adza A O O NBDeicemiitie Q Transparency in hoiversity, equity and  Health and Al & ethics Education & skills CO2e emissions
rights governance of CMOs CMOs operate inclusion within the wellbeing development from CMOs own
industry operations
N . . ! 2,72
Graph 2:Most divisive topics across all respondents 2,36 2,36 Very little variance in
(difference between highest and lowest score) W 255 how membersrate |
YdzaA O ONXBI Ju2 NERQ
2,17
1,60
1,35
0,82
Al & ethics is by far the
most divisive topic in A )
terms of importance Al & ethics Diversity, equity andTransparency in how  Health and CO2e emissions  Education & skills Democratic adzaAO ONXBI G2
inclusion within the ~ CMOsoperate wellbeing from CMOs own development  governance of CMOs rights

industry operations
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