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OBJECTIVES AND METHODOLOGY

...the digital contents industry in Spain?
...public funds?
...employment on Spain?

Main Objective
¢Impact of piracy on:

Secondary objective
Knowing the profile of the offender.

Methodological Mix

. . What do we achieve?
Internet user interviews.

* Survey to internet users from the GfK panel 50.000
panelists with personalized recruitment.
 Agefrom 11 - 74 years..

Knowing opinions about piracy, who does it, what they
pirate and what they would buy if there were no illicit

accesses.
Online / offline points of sale audit. What do we achieve?
- GfK audits the distribution channel in Spain Assigning a real market value to contents.

Match the opinions of interviewees to the reality of the
market.



Main results
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Why do they pirate? - ‘ GFK

| don’t pay if | can access to a content free
| already pay for my internet connection \ |
The movie was no longer broadcasted and there was no possibility of acquiring it 69
Quick and easy access
| pirate more due to the increase in VAT
| don't pay for content if later | may not like them

| have already a pay television \ |

To be up to date with what comes out

| don't pay because contents are ephemeral and they expire quickly
Everyone does it
Storage of contents
The original and the copy have the same quality
I can't wait for it to come out onto the market

There are no legal consequences for those who pirate

I'm not harming anyone

To break the rules 1C

More active pirates
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Why is football pirated?

Economic and practical . . . .
Internet user’ rights Impunity More active pirates

It is very expensive accesing through other systems

Football players already earn much money

There is no harm for the team watching football without paying it

I am not harming anyone

| access to these supports because they are fast 43%

It is legal to access there supports to watch football 38%

Everyone does it 33%

© GfK 2015 | Piracy observatory | March 2015 5



Measures against piracy in Spain and other countries .. And its

effectiveness

Awareness

To close access to the
contents page

Social awareness
campaigns

Punish users with fines

Restrict the use of
internet

4,9
Others

Measures in Spain
Measures in other countries

6,6
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High
%

53

37

C———— Effectiveness =

m Very effective
u Little effective

Q&

Low %

m Quite effective
H Ineffective

59

42,3 22,5 13,1 22,2 35
To close access to the contents page
24,3 41,0 25,3 9,5 35
Social awareness campaigns
30,4 22,7 23,0 24 47
Punish users with fines
15,9 21,2 30,9 32
Restrict the use of internet
31,2 28,0 15,3 25,5 a1
To sanction ISPs




Broadband access importance when contracting an Internet service. And a @‘ GEK
plausible reduction in case of contents downloading restriction

. . Very important +
Importance when contracting an Internet service Quite important

A downloading speed that allows me to 54.8 231 17
access the contents : :

A downloading speed because | need it 1
for working 52,6 18,1 18,3 X 707

Packaged / Convergent offers that allow

me to access several services 31,2 27,6 24,7 58,8

m Very important m Quite important
m Indifferent Little important
m Not Important at all

| 779

Would you maintain your broadband
Internet service if you won't be able to
download any content?

mYes, It is important for surfing the Internet

m No, | will reduce it because | only need it to
downloading

50% between the “more active pirates”
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Campaigns awareness @‘ GFK

Mistreatment of women campaign [ cs6
Traffic campaign [N so
Recycling campaign [ 229
Alcohol consumption campaign [ :s7
Piracy campaign NG :;
Campaign against the abandonment of animals [N 32
Anti-drugs campaign [ :0.2
The prevention of forest fires campaign [ 255
Responsible water consumption campaign [ 19,2
Entrepreneurs and startups campaign [ 18.6
Antifraud campaign [ 10.9
Football piracy campaign I o
| do not remember any [N 144
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How do they access illegal contents?

| use web browsers to access the

71,8
content page

Direct download 25,5

Streaming 17,4

Through social network . 153

Smartphone and tablet 135
app '

Q&

Google I—— -

YAHOO.’I 47

OING | s

o -

Other I 2,8

More than 7 out of 10 pirates use any web browser to access to illicit contents,
being Google the most used.
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How are pirate websites financing?

Have you got to sign up on those websites?

On most of the portals
Half of the portals
On few portals

On any portal

. 15,2

27,8
18,6

YN GFK

38,4

¢Have they advertising?

On most of the
portals

On few portals

Half of the portals I 15,8

On any portal

Advertising remembered

Online gaming and
bet websites - 68,3
Dating websites - 42,8
Adult content
websites . 334

Consumer goods (
Cars, food) . 34,9

Other l 20,1

Have you ever paid for the
contents downloaded on
those websites?

7%

Payment method

Credit card - 56,3
Donation l 24,3

Other I 12,3

SMS. I 9,4
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Piracy in Spain

and loss of potential earnings for industries
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Digital illegal access @‘

.Il Volume Y who access @ Value

Million contents 2013 2014 Million euros
1.974 o 6067
720 0 0 00 3.814
= Fuvs [ o7 T 43% N 36%  gumg FILMS 6130 %

9% 9% 10% VIDEOGAMES -4-418

@39!; VIDEOGAMES l2 * o A 0 w‘!‘ % 400 1
LEISURE 0 LEISURE 1.187

> sooks [ nas 15% N 1% 2> Tgooks [ 2.650 T

’5 10% ?’ FOOTBALL*
. FOOTBALL m 139 b ) - 500
D TV SHOWS 26% D TV SHOWS
I 1.755
I 1.033 —
Unit: Units Unit: Percentage Unit: Million Euros
= 2013 .
‘ Million contents 4.316 - 014 ‘ Million euros 23.265

*The footbal piracy value has been calculated based on the number of households

who pirate those contents and the football subscriptions value
© GfK 2015 | Piracy observatory | March 2015 12

*Teaching and professional books are not being valued



Example of the calculation of the loss of potential earnings @‘

“I've accessed 100 illicit contents” L ___

Legal contents llegal contents

Loss of potential earnings °

What would you buy if you could not have free access to
T the content? T

]
\1 ‘I would buy 8 legal contents if | couldn’t

pirate them”

Multiplied by the average audited price of the market = 10€. Panel GfK

80€ value
Loss of potential earnings
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Summary

Loss of potential earnings

&= Leisure books*

| WOULD BY PHYSICAL | WOULD BY BOOKS
BOOKS ONLINE

79 21
million € million €

L——— 100 million €E———

12% increase in the value of the industry
3,7% conversion value pirate — legal

wl Videogames

| WOULD BUY PHYSICAL | WOULD BUY VIDEOGAMES
VIDEOGAMES ONLINE

188 38
million € million €

226 million € ——

-

49% increase in the value of the industry
4,1% conversion value pirate — legal

Q&

D TV shows

| WOULD PAY FOR TV SHOWS

166 million €

166 million €

133% increase in the value of the industry
9,3% conversion value pirate — legal

00
bl Films

| WOULD BUY PHYSICAL | WOULD BUY FILMS
FILMS ONLINE

431 140
million € million €

L— 571 million€ —J

84% increase in the value of the industry
9,1% conversion value pirate — legal

ﬂ Music

I WOULD BUY PHYSICAL MUSIC| | WOULD BUY MUSIC ONLINE
24 386

million € million €

—— 410 million € —

239% increase in the value of the industry
6,0% conversion value pirate — legal

n Footbal

| WOULD SUBSCRIBE TO FOOTBALL

227 million €

227 million €

24% increase in the value of the industry
44.6% conversion value pirate — legal

*Teaching and professional books are not being valued
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C)|Iefal
Music Q‘m

Situation 2014

CONTENTS PIRATED: 1.835 million contents (4 physical + 1831 digital)
INDUSTRY VALUE: 171 million euros
Physical 108 24 increase
. +239%
Digital 63 386
Unit: million euros = INDUSTRY VALUE | OSS OF POTENTIAL
EARNINGS
Scenario without piracy
CONTENTS PIRATED: 0
INDUSTRY VALUE: 581 million euros

171 million current legal industry
410 million in loss of potential earnings
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. . _ _ C)|Iefs
Music sales evolution vs loss of potential earnings Q‘ GFK

Historical
maximum

m Loss of
potential
earnings

m Music
Market

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

© GfK 2015 | Piracy observatory | March 2015 16



- Q)
Films

Situation 2014

CONTENTS PIRATED: 886 million contents (9 physical+ 877 digital)
INDUSTRY VALUE: 673 million euros

Physical 635 431 increase

. +84%
BIls[i-1NM 38 140 ’

Unit: million euros

" INDUSTRY VALUE ™| OSS OF POTENTIAL

EARNINGS
Scenario without piracy
CONTENTS PIRATED: 0
INDUSTRY VALUE: 1.244 million euros

673 million current legal industry
571 million in loss of potential earnings
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Films/DVD/BD industry evolution vs loss of potential C ‘ GFK
earnings Q

Historical
maximum

m Loss of
potential
earnings

®m Flims
Market

2006 2007 2008 2009 2010 2011 2012 2013 2014

Source Fedicine and UVE
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C) e
DVD/BR/Digital earnings evolution vs loss of potential earnings Q‘ GFK

Historical
maximum

m Loss of
potential
earnings

mVHS +
DVD + BR
Market

2006 2007 2008 2009 2010 2011 2012 2013 2014
Source: UVE
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C ;
Films Industry vs loss of potential earnings Q‘ GFK

Historical
maximum

m Loss of
potential
earnings

® Films
Industry

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Source: Fedicine
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C FK
Videogames Q‘ GFK

Situation 2014

CONTENTS PIRATED: 242 million contents (2 physical + 240 digital)
INDUSTRY VALUE: 461 million euros

Physical 364 188 increase
.. +49%
Digital 97
Unit: million euros = INDUSTRY VALUE B | OSS OF POTENTIAL
EARNINGS
Scenario without piracy
CONTENTS PIRATED: 0
INDUSTRY VALUE: 687 million euros.

461 million current legal industry
226 million in loss of potential earnings
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. _ _ _ C) e
Videogames sales evolution vs Loss of potential earnings Q‘ GFK

Historical maximum

m Loss of
potential
earnings

m Videogames
Market*

2007 2008 2009 2010 2011 2012 2013 2014

Source: Adese *Does not include digital sales
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C {14 :
Leisure books* Q‘ GFK

Situation 2014

CONTENTS PIRATED: 335 million
INDUSTRY VALUE: 907 million
Physical 790 79 increase
Digital 21 = INDUSTRY VALUE -E(;EE.(;.EEOTENTIAL t12%
Scenario without piracy
CONTENTS PIRATED: 0)
INDUSTRY VALUE: 907 million

807 million current legal industry
100 million in loss of potential earnings

*Teaching and professional books are not being valued
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9
TV Shows Q

Situation 2014

CONTENTS PIRATED: 1033 million
INDUSTRY VALUE: 125 million
Total 125 166 increase

+133%

" INDUSTRY VALUE ™LOSS OF POTENTIAL
Unit: million euros EARNINGS

Scenario without piracy
CONTENTS PIRATED: 0)
INDUSTRY VALUE: 291 million euros

125 million current legal industry
166 million in loss of potential earnings
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Football @‘ GF“

Situation 2014

CONTENTS PIRATED: 139 million matches
INDUSTRY VALUE: 954 million
Total 954 227 increase

+24%

" INDUSTRY VALUE ™LOSS OF POTENTIAL
Unit: million euros EARNINGS

Scenario without piracy
CONTENTS PIRATED: 0)
INDUSTRY VALUE: 1.181 million euros

954 million current legal industry
227 million in loss of potential earnings
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Loss of
Industry . C ‘.
. . potential TOTAL GrK
Industry value + Loss of potential earnings earnings Q
2013 2014
Physical MUSIC 665 || MUSIC 581
Digital 386 | 449 152 513 {171 410
oo Physical 431 1.066 FILMS 1.139 || FILMS 1244
| 689 450 | 673 571
Digital
VIDEOGAMES || VIDEOGAMES
ol
Digital 448 284 | 461 226
LEISURE BOOKS! |[LEISURE BOOKS
* Physical 79 869 940 907
N 861 79 | 807 100
Digital
TV SHOWS 291
L] o 166 291 125 166
o [ e FooTeALL 1181

7.

Unit: million euros

*Only Leisure books are being valued, teaching and
professional books are not taking into account

954 227




Summary

Online illicit access: 1.831 million

Total loss of potential earnings: 410 million euros (386
online y 24 physical).

The loss of potential earnings is 6,0% of the total piracy
value.

This would mean multiplying the industry value by
2,4.

Online illicit access: 877 million

Total loss of potential earnings: 571 million euros (140
online y 431 physical).

The loss of potential earnings is 9,1% of the total piracy
value.

This would mean an increase of 84% in the
industry value

240 million online illicit access and 2 million physicals
access

Loss of potential earnings 226 million euros (38 online
y 188 physical).

The loss of potential earnings is 4,1% of the total piracy
value.

This would mean an increase of 49% in the
industry value
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Online illicit access: 198 million.

Loss of potential earnings 100 million euros (21
online y 79 physical).

The loss of potential earnings is 3,7% of the total
piracy value.

This would mean an increase of 12% in the
industry value

*Only Leisure books are being valued, teaching and professional books are
not taking into account

lllicit access: 1.033 million

Loss of potential earnings 166 million euros

The loss of potential earnings is 9,3% of the total
piracy value.

This would mean an increase of 133% in the
industry value

Illicit access: 139M matches /2 million households
Loss of potential earnings 227 million euros

The loss of potential earnings is 44,6% of the total
piracy value.

This would mean an increase of 24% in the
industry value
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Repercussion on public funds and employment
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Currently the contents industry in Spain employs

62.652 direct workers

New positions generated in a scenario without
piracy

29.360 direct jobs

increase of
employment

+47%




Generated employment by the loss of potential earnings in 2014... @‘ GEK
29.360 direct jobs

Work area and contents Actual jobs % Estimated increase Estimated increase TOTAL EMPLOYEMENT

MUSIC

Production 5.000 44% 2.213 7.213

Distribution 2000 95% 1.891 3.891
FILMS

Production 12.782 32% 4.051 16.833

Other Distribution 640 86% 552 1.192

Video renting 3.000 275% 11.250 14.250

Exhibition 18.375 33% 6.967 25.342
VIDEOGAMES

Production 1000 18% 177 1177

Distribution 2500 54% 1340 3840
LEISURE BOOKS*

Publishing production 8.841 8% 715 9.556

Distribution 6.800 16% 1.100 7.900
TV SHOWS

Jobs 500 133% 665 1165
FOOTBALL

Jobs 1214 24% 291 1505

TOTAL 62.652 (29360 ) 92.012

*Teaching and professional books are not being valued
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Public fund cease to receive... C)| (€14

VAT PHYSICAL ONLINE TOTAL

Music 5,0 81,1 86,1

Films 90,5 29,4 119,9

Videogames 39,5 8,0 475

Leisure Books 3.2 4,4 7,6 627,8
TV Shows 34,9 34,9 “11;:

million

Football 47,7 47,7

TOTAL euros

Unit: million euros

Tip: Rate applied at 21% except physical books 4%

New jobs Applied salary* Applied rate TOTAL
Social Security 29.360 19.199,7 38,9% 219.3
Income Tax 29.360 19.199,7 11,5% 64.8

TOTAL

284,1
million €

*Average salary applied on the GfK estimation based on data from the Annual Survey of Salary Structure of the National
Institute of Statistics, who conclude an average salary of 22.899,4 and a mode of 15.500
*Teaching and professional books are not being valued
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Unit: million euros
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Total value of loss of potential earnings due to piracy

1.700

, million euros
increase of 53% over current turnover of the industries.

New direct jobs

29.360

Total revenues lost in public funds

627,38

VAT- 343,7
Social security—219,3
Income Tax— 64,8

Million euros



THANK YOU




