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Activity in 2014
The activity of FilmJus in 2014 was eventful again as in the previous years. The activity concerning the right management, distribution and payments was well-balanced and successful, while the changes in the supervision system forced significant changes on FilmJus. 
I detail the events below tematically.

Hungarian Intellectual Property Office

Following a whole year long preparation, we managed to arrange a meeting with Mr. Miklós Bendzsel, President of HIPO, in March, 2014. Dr. Mihály Ficsor, deputy president of the Legal Department and dr. Péter Lábody, deputy president of the copyright department. On FilmJus side, György Kabdebó and János Rózsa were present. During the preliminary negotiations FilmJus proposed two topics to discuss, first we asked help from HIPO regarding the FilmJus-NCF conflict and on the other hand, we come up with the coded - non coded TV channels problem.
We made the FilmJus-NCF documents available in advance on the website of FilmJus and we started a court litigation to get back those amounts, which we paid to NCF and hasn’t been distributed by NCF since then. We asked help from HIPO regarding this problem. Dr. Mihály Ficsor defined the opinion of the authority, according to him, the HIPO is not willing to form a position in an on-going dispute.
The cultural-social contribution of FilmJus came up. György Kabdebó mentioned that according to the Hungarian Copyright Act, 3% of the royalty collection from the previous year may be used for social purposes, only if an additional 7% of the collection is transferred to NCF for cultural purposes. As in 2012 NCF didn’t distribute this amount (for this reason FilmJus started a litigation), FilmJus changed its Distribution Rules and we ceased all of our supports. According to Mihály Ficsor’s opinion, based on Clause 89 of the Copyright Act, the 25% of the undistributable royalties may be used for cultural contributions, which shall be paid through NCF, however the Societies are free to decide on the social contributions. György Kabdebó asked, if FilmJus determines this possibility in its Distribution Rules, is it possible to give social support to its own foundations, which were established for social purposes. The answer was an unambiguous yes.
Taking into consideration this, the Board of FilmJus modified the Support Policy of the Distribution Rules on 10th April (see also in „Modifications in the internal rules” chapter), following this, HUF 11.334.956 was transferred to FilmJus Foundation for social purposes.
Regarding the other case, which came up because of the launching of M3 tv channel, György Kabdebó said at the meeting with HIPO that it is unacceptable that filmdirectors, screenwriters, directors of photography don’t receive any remuneration due to the broadcasting of their works on M3 channel, however musical and literary writers receive royalties. Mihály Ficsor presented the opinion of HIPO, according to this, based on the EU provisions, the programmes on M3 tv channel shall be regarded as broadcasting and not as simultaneous retransmission (cable retransmission). If FilmJus has license to collect remunerations due to broadcasting, then it is entitled to enforce it against MTVA.
After that György Kabdebó presented the problem of FilmJus, according to this, the media providers like MTVA and Hír Tv are not willing to provide data to FilmJus, as there is no legal obligation for this. At each Copyright Act modification, György Kabdebó suggested to make the data providing obligatory for the media providers, however it was unsuccessful. HE hopes that based on the EU directive, the Copyright Act will implement this rule until the spring of 2016. Dr. Miklós Bendzsel promised that he will do his best to achieve this.
In the middle of 2014 the administrative procedure of HIPO was ended, which was started because of the resolutions of the General Assembly in December, 2011. This strengthens the position of FilmJus that the resolutions were not against the law and internal rules of FilmJus.
In 2013 HIPO initiated that they would like to change their surveillance procedure radically. They asked Price Waterhouse & Coopers (PWC) to work out the procedure, the substantive work started in 2014. It’s quite regrettable that the first material presented for debate was finished by the associates of PWC without consulting with the collective right management societies, thus the material generated strong debate among the parties concerned. We have stated our opinion and our objections in the case several times, which were accepted only partly. They insisted on creating a fully uniformized system, which applies to all collective right management societies and they didn’t want to take into consideration that these are organizations with different magnitudes and different practices as well.
Another thing which also generated misunderstanding was that at the beginning of the procedure parties didn’t clarify the terms in use, therefore it could occur that under the same term all three parties understood different things. For Example HIPO an PWC continually uses the term „royalties which become undistributable at distribution”, while the regulations of the Copyright Act categorically exclude the existence of such a thing, the soonest when royalties can become undistributable is one year after the distribution.
It generated further problems that the creators of the study and the table didn’t take into consideration or they weren’t even aware of the difference between fiscal and retransmission year, and in order to solve this problem they created a quite difficult demarcational system, which overcomplicates accounting, the preparation of balance sheet and the required supplying of data unnecessarily and almost untraceably.
In the second half of the year we have been corresponding with HIPO and PWC on the clarification of terms concerning right management, with little success it seems. FilmJus wrote down again what kind of financial processes exist which affect right management, particularly the difference between fiscal and retransmission year. In spite of this they ask us to fill out a table set in which they still mix up the two terms, therefore some of the questions in the table can’t be interpreted. Thus we were forced to reinterpret the currently uninterpretable coloumns, eagerly waiting how they will react to this. Until the completion of this report we haven’t received any feedback.
It belongs to the case that FilmJus realized that the new reporting structure will be installed anyways. We decided to develop an internal financial system that handles all financial processes on an elementery level, we assign to every single transaction all the attributes which make it possible to make a computer query to every potential question, which makes it possible to reach all cumulated data easily. (vid. „development of a new financial system” chapter)
Taking over the right management of costume and set designers

The process which started in 2012, successfully ended in 2014.

In the middle of year 2014, after collecting all the obligatory files which are necessary to the accreditation, FilmJus handed them in at HIPO and asked for the reception of the right management of costume and set designers. On the 6th of August 2014 HIPO informed FilmJus that they have accepted the accreditation request.
According to this, from the 1st of January 2015 FilmJus handles the right management of costume and set designers, taking it over from Hungart. As a consequence in 2014 we framed our tariffs for 2015 in accordance with this.
Litigation - FilmJus vs. National Cultural Fund (NCF) 

According to the authorization of the Board, FilmJus initiated a legal procedure against NCF to enforce its claims. To the intention of Budapest Capital Regional Court we took the Ministry of Human Capacities into the procedure, hence the FilmJus-NCF agreement was signed by Zoltan Balog minister as well. On the following trial it became clear that Zoltan Balog signed the agreement as the representative of NCF, not the Ministry, so we desisted from our suit against the Ministry. At the request of the Court we summarized the antecedents of the case in one document, although each event could be known already based on the submitted documents. We asked the Court to oblige NCF as the respondent to make the reports on the meetings of the College available to us.
In the end of October 2014 the Budapest Capital Regional Court pronounced its judgement, according to which FilmJus won the case on the first instance in its dispute with NCF. According to the judgement NCF is obliged to pay back the transmitted amount of approximately 30 million HUF with its interests, the proceeding Budapest Capital Regional Court ordered the payment of legal expenses as well. The judgement isn’t legally binding, NCF submitted an appeal.
Collection due to coded tv channels (on the Board of 28th January 2014)
On the Board held on the 28th of January 2014, Gyorgy Kabdebo informed those present on the events concerning the launch of M3 tv channel. On one hand it was revealed that M3 channel counts as coded, thus Artisjus, according to the interpretation of the relevant provisions of Copyright Act, only collects royalties on behalf of literary and musical rightholders, consequently filmmakers, performers, fine and applied artists don’t receive their royalties.
In this case FilmJus, with other collective right management societies affected, tried to solve the problem by negotiating, but was determined to take legal action if necessary in order to enforce its royalty claim. Regrettably, neither EJI, nor Hungart were partners in a joint action and rather sought an individual agreement.
Negotiations with MTVA had no results in the beginning, MTVA insisted on paying only to those authors who weren’t in the employment of MTV at the creation of their works, in their interpretation these authors disclaimed all their further royalties. In the case of M3 FilmJus can’t accept this, because M3 costs money, not „must carry” like M1 or Duna, this means that MTVA has income from M3 channel and it has to share it with the authors. Our further argument is that when these works were made, then on one hand the authors weren’t in the position to sign any other contract then the so-called „blank agreement”, here MTVA took advantage of its dominance, on the other hand back then only one or two terrestrial tv channel existed, so it couldn’t arise that the works would be broadcasted through cable channels which cost money. In this case also, FilmJus is determined to enforce the rightful claim of the authors even through litigation.
We discussed this problem with the leaders of HIPO as well and it was revealed that the reason for the problem generated by the coded-not coded differentation, the provision of the Copyright Act can’t be changed, moreover it’s conform with the EU regulation.
All this in mind we negotiated with the representatives of MTVA. According to FilmJus MTVA has to pay a royalty defined in the tariffs of FilmJus after the works broadcasted on M3. The cause for the dispute was that according to MTVA they would only pay after those authors who weren’t working for them or didn’t sign the declaration on the disclaim of royalties after the subsequent broadcasts. In reference to this they made an offer of 5 million HUF per year. FilmJus didn’t accept this, according to the screening data of January we calculated the arisen amount of royalty, and with the extrapolation of this to the whole year, we made an offer to MTVA. According to this, optionally accepting the statement of MTVA according to which it has an income of 100 million HUF of M3, the royalty claim of FilmJus is 11,4 million HUF. We also stipulated that they have to officially declare their planned and collected income after M3 annually and at the end of the year we modify the amount of royalty in proportion to the actual revenue.
In the mid-year MTVA finally yielded and made a proposition of 10,5 million HUF which corresponds with a proposition of FilmJus 3 months earlier. This amount came out from MTVA announcing that its annual income after M3 is 100 million HUF, according to our tariffs the royalty after this would be 15% of the amount. However, on M3 there are older foreign films and daily news as well, according to the data of the first months we reduced the royalty claim to 10,5% of the income. So this is 10,5% of the income. Our latest re-offer is that the royalty should be the 10,5% of the actual annual income after M3.
Meanwhile in our broadcasting tariff we pulled out the royalties collected from producers after coded channels, which was approved by the competent Minister, so from 2015 FilmJus does everything to collect the so-colled big royalties in its own right after the works running on coded channels. The problem will likely be caused by that if we can negotiate with the producers or the owners of the channels, they wouldn’t want to pay royalty after the secondary broadcasting on coded channels operated by commercial channels, probably on the ground that the authors renounced all their royalty claims in the contract on the preparing of the work.
Election of a new member in the Management Committee
On the Board held in December Gyorgy Kabdebo informed those present that two members of the management of Filmjus, Zsuzsa Boszormenyi and Ivan Banki have resigned from their positions because according to the rules of the new Civil Code, it’s incompatible for the same person to be an executive officer in the Association and in the Foundation founded by the Association at the same time. They both decided to keep the membership in the Board of trustees in Filmjus Foundation. The Board thanked them their persistent and successful activity so far.
The Board as the main decision making body of FilmJus has the right to choose members among the members of the Board to the management. Gyorgy Kabdebo stated that some members of the Board similarly to Zsuzsa Boszormenyi and Ivan Banki are members of the Board of trustees at Filmesház Foundation founded by FilmJus, so they can’t be elected to the management neither. Considering all of this Gyorgy Kabdebo suggests Laszlo Babiczky and Adam Horvath as the new members of the management. Those present didn’t make any further suggestions, subsequently the Board elected the two new members of the management with secret voting: Laszlo Babiczky and Adam Horvath.
Modifications in the internal rules of FilmJus
The statutes of FilmJus was amended in January 2014. The main reason for the modification of the statutes was the decision of costume and set designers that henceforth they would like to act in FilmJus and they would like FilmJus to manage their rights. All three affected parties – namely MALÁT, the civil society representing designers, Hungart, the former and FilmJus as the future right management society – discussed the transfer and agreed with it. The main decision making body of FilmJus, the Board approved the accession unanimously on one of its former meetings. Accordingly the statutes had to be modified a little, which was accepted by the Board and after it by the record keeping Budapest Capital Regional Court as well.
The Organizational and Operational Rules of FilmJus were amended two times during the year 2014. According to the decision of the Board in January, costume and set designers got a chance to establish a Visual Design Section. The conditions of the operation of this section is similar to the Screenwriting and Producing Section.
The only essential amendment of the Organizational and Operational Rules which doesn’t affect the designers was that it codificated the ten years old practice that the interest income can partly finance the operational costs. In the recent years as well, every time during the negotiations of the annual budget, we defined the amount of the part of the interest income which can be used for operational purposes. With the acceptance of the amendement, this amount shall be accepted not just as part of the annual budget but as a separate item by the main decision making body of FilmJus, the Board.
On its meeting in August, the Board amended the Organizational and Operational Rules again. The modifications concerned three main areas. In one hand we codificated in the Organizational and Operational Rules the practice in use so far which regulates the fee payment of the executive officers of FilmJus (VI.8.), this was approved annually by the Board so far, and earlier by the Comittee. On the other hand we also regulated in the Organizational and Operational Rules the conditions and the rate of severance pay for employees and executive officers (X.7.). Thirdly, we clarified the operational order of the Legal Office (X.2.).
Because of the changes of the operational environment, we amended the Distribution Rules of FilmJus several times. Most of the modifications recommended for the acceptance of the Board was justified by the transfer of set designers to FilmJus, but these amendments will enter into force implicitly if the competent authority accreditates the takeover of the right management of costume and set designers. In accordance with the Act in force, costume and set designers count as audiovisual artists, in the future Artisjus will transfer the blank tape levy and the cable retransmission remunerationon - representing a bigger percentage in the primary distribution - on this title. However, the proportion of distribution among the audiovisual artist’s title groups is amended. The distributional algorythm of costume and set designers also differs from the distribution of other artists. Since obligatory collective right management for costume and set designers exists in very few countries, as the first step of distribution we mark off 7% from distributable royalties annually for those foreign artists to whom there’s no collective right management. Naturally, if they indicate their claim, we pay out the royalties due to them from this 7% delimitation. The distributional method is similar to the calculation of owing royalties after hungarian, non-monitored tv channels.
We distribute the remaining royalty amount according to the existing algorythm among hungarian artists and artists in whose countries collective right management exists. As far as we’re concerned there are 7 countires like this, of which 5 already indicated that they’re willing to conclude a reciprocal agreement with us.
The amendment of support policy is closely related to the discussion with HIPO (see there), where it became clearly apparent that 25% of undistributable royalties can be devoted to social purposes without having to transfer money to NCF simultaneously entitled as compulsory cultural support. In this light, we submitted an amendment proposal to the Board in agreement with the management according to which we could give 30% of the 25% of undistributable royalty to FilmJus Foundation for social purposes. Since during the distribution of blank tape levy and cable transmission remuneration in year 2014 the unpayed amount of the royalty year 2008 becomes undistributable, this named amount is 11.334.956 HUF in the financial year 2014.
The text of the amendment of Distribution Rules is the following:

7. The Support Policy of FILMJUS

7.1. FilmJus does not wish to apply those deductions from the distributable remunerations that are allowed in Art. 89 (10) of the Copyright Act.

7.2. From the undistributable remunerations (stated in Art. 89 (8) of the Copyright Act) and the prescribed remunerations (2.13 of the present Rules), FilmJus applies the maximum 30% deduction (in 2014 it is 25%) for social purposes on behalf of the rightholders - as it is stated in Art. 89 (11) of the Copyright Act - through a Foundation, which was established for this purpose particularly. This rule shall be applied from 2014.

7.3. The Board of FilmJus reviews the Support Policy every year and makes a decision.
We amended the appendix of the Distribution Rules as well. In Appendix No. 1. we modified a few weighting proportions, while on the Board of the 9th of December we created Appendix No. 3., which regulates the distribution of royalties collected after coded tv channels. FilmJus wants to install the principle here that in the case of a concrete genre of film each grade of authors can occur with different weighting. For example in the case of a quiz show series the writer-editor quality weighs more than the director or the cameraman, as each episode’s content has to be created individually, while the director or the cameraman generally doesn’t create individual work in each episode. This is also true for the longer series which take place in one site, where the writers create something new in every episode, while the directors and cameramen mostly just repeat each picture setting.
Tariffs
Gyorgy Kabdebo informed the Board in December 2014 about the tariffs of year 2015. Two (The use of cinematic works through public performance and The on-demand use) of our previous four only differs from the previous year in that we increased them by the official inflation rates.
In our Tariff on the distribution of cinematographic works on an analog or digital carrier we raised the tariff by 10%, a rate significally above inflation, because HIPO registered the right management of designers among the accreditations of FilmJus.
We have raised the tariffs after the public transmission of cinematographic works by satellite, cable or other similar device, because of the royalty of costume and set designers, buti n addition to this we’re willing to expand royalty liabilitiy to coded channels as well.
The antecedent of this is that for coded channels the law doesn’t require collecting obligation of Artisjus for artists who they don’t represent, it only concerns the cable retransmission. However, Artisjus collects royalties for musical and literary rightholders after coded channels according to a former agreement with cable and content providers. The opinion of FilmJus is that it is az unsustainable state that literary and musical rightholders receive royalty after the audiovisual works seen on coded tv channels, while the directors, directors of photography, designers and writers don’t.
In our new Tariff draft we planned the same amount of royalties to film writers and audiovisual artists (directors, directors of photography, costume and set designers) as what Artisjus collects to literary and musical rightholders.
After multiple discussions with HIPO we slightly modified the draft of the tariff, emphasizing the royalties after coded channels, which was finally accepted by the assigned minister.
Planned IT infrastructure (new financial management system)
On the Board of the 15th May

Gyorgy Kabdebo informed those present about the will of HIPO that in the future they would like to request annual data from collecting societies under supervision, in a standardized form. HIPO called upon Price-Waterhouse & Coopers to prepare a draft concerning this. All right management organizations resented in writing that before this neither HIPO nor PWC have consulted with collecting societies, therefore the completed material gave rise to many misundertstandings, the interpretation of each conception is not unified and in our opinion the frequency and extensiveness of data request is unneccessarily inflated. On top of this, each collecting society formulated their objections separately, these concerned mainly the requirements opposite to their practice.
Following this, HIPO summoned the representatives of all the affected parties (collecting societies – HIPO – PWC), they listened to objections and made a promise to consult with each right management organization separately regarding the revealed problems and as a result, they prepare an amended material.
The management of FilmJus discussed the evolved situation as well and concluded that they will cut off some parts of the draft but it’s probable that they would force the invented concept on collective societies anyways, at latest during the implementation of EU directives into the Hungarian legislation. Seeing this they gave a commission to the management to make a suggestion to solve the problem.
According to the proposal of the chairman we have to create a financial information system, which will be able to satisfy the claims of all expected supplying of data. Preparatory works started in March 2014, in which for the time being we involved the collegaue of FilmJus dealing with computing, but it’s apparent that for the preparation of the final system external programming resources should be involved as well. What exacerbates the problem is that this system should be prepared until the beginning of 2015 at latest so that we can do the data supplying which is at best obligatory from 2015, otherwise we had to invest such a magnitude of live labour (i.e. recruitment of new stuff), that would cause considerable extra cost, not to mention the reliability, precisely the unreliability of the data thus obtained.
Gyorgy Kabdebo outlined that according to the plans an investment of 40 million HUF will be needed. He told that he planned a system that handles each royalty on an elementary level (title, quality of entitlement, date of formation, concerned rightholder, work etc., furthermore all relevant financial attributes). A database set up on this basis is principally able to handle any type of query, so in the future the supervision won’t be able to pose a question to which the database can’t give an answer. Time is pressing, as according to the plans of HIPO they would like to initiate this reporting obligation already for the year 2015, which must be fulfilled on the 31th of July for the first time.
The delegates agreed on the need for a database development, however Janos Rozsa propounded that the management should decide in the case of external orders and ask for at least three offers for a particular work. Gyorgy Kabdebo agreed with the suggestion.
The delegates unanimously approved the disposable database developing amount of 40 million HUF.

Financial data for the financial year of 2014

Annual royalty incomes:
Blank tape levy and cable retransmission 

remuneration income from Artisjus in the year 2014

634.685.363 HUF

(mandatory right management, which does not include

the cable retransmission remuneration directly
transferred by Artisjus to Agicoa, based on the title

of the procucer)
Royalty directly transferred by Artisjus to Agicoa


45.925.872 HUF

„Small” royalties from abroad




1.017.636 HUF

Royalties after TV broadcasting




22.151.804 HUF

Royalties after DVD releases





6.652.830 HUF

Royalties after public performances




7.564.732 HUF

On-demand remuneration





260.828 HUF
Royalties received from foreign CMOs



20.029.457 HUF
In total:


738.288.522 HUF

FilmJus does not have any income from other (additional) activities.
Administration cost deductions:


11% of the income from mandatory right management


(domestic and foreign)





83.413.112 HUF


3% of „big” royalties received from foreign CMOs


600.866 HUF

3% of the income from voluntary right management

1.014.408 HUF







In total:


85.028.406 HUF

FilmJus did not distribute royalties to any other CMOs.

Filmjus had an income of 849.555 HUF from membership fees in the year 2014.

FilmJus have paid 0,3% supervision fee after all its incomes, in total: 4.369.974 HUF

For cultural purposes FilmJus haven’t given any support in 2014, as the result of its dispute with HIPO, however it gave 11.334.956 HUF support to FilmJus Foundation for social purposes.
Comments to the preliminary financial report of 2014
Revenues
The revenues of 2014 approach the planned amount in magnitude, the overplus is about 27M HUF, slightly less than 3%. Royalty incomes included in this increased by 4,69% compared to the planned, in the amount of 32,9M HUF. Incomes increased in both royalty categories („small” and „big” royalties).

In addition to the planned agreement has been reched with Mokép who requested FilmJus to help paying out the royalties previously accumulated at Mokép and not yet distributed by using the data in our database. This predominantly affects those who did not have an individual contract with Mokép.

However, unfortunately interest incomes decreased, as a consequence of the general and drastic decline in market interest rates, only the 94,6% of the planned interest income was received.
Expenses
In the field of expenses it is striking that payouts are 100M less than the planned amount. This happened because of the continuance of data coordination with foreign collective right management organizations and consequently the delay of the paying out of royalties to the year of 2015. However it can be mentioned as a reason as well that the domestic royalty payment was overplanned.
The figures of wages and taxes approach the planned amount, savings are about 3,5M HUF, 2,6% of the planned amount.

Savings from the operational costs are about 4,5M HUF, however, we accounted in this column the 11,3M HUF support as well allocated to FilmJus Foundation based on the decision of the Board, thus there is an exceedence of 6,8M HUF in this coloumn compared to the planned amount. In the financial plans of 2015 the support for the Foundation will be included already.
Among the investment type costs we planned 23M HUF for software development. It was revealed during the year that our surveillance body, HIPO delegated PriceWaterHouse & Cooper to introduce a whole new reporting system. Then we redesigned our previously settled software package called „new financial management system” to meet supervisory expectations (vid. Planned IT infrastructure - new financial management system).

For this purpose the Board voted for a setting of 40M HUF, of which in 2014 we spent only about 13,5 M HUF, because the majority of planning and programming was delayed to year 2015. The thus unused amount of 9,5M HUF - the remaining amount planned for 2014 - we transported to year 2015, so we plan that much less amount for planning in 2015.
